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Finance Bill Through 
Committee 


HE Finance Bill finally emerged from the House of 
Commons committee stage on Thursday of last week with 
из lad bloody but unbowed. It could hardly have survived 
sixteen days and six nights, totalling 170 hours of debating time, 
without ch=nge, and the changes have been many indeed. Some 
minor Opposition amendments were accepted as drafted, while 
several of the numerous Government amendments represented 
official drating of other amendments suggested by the Opposition. 
Altogether more than eight hundred and fifty amendments were 
tabled, neerly two hundred and fifty by the Government, either 
аз spontane»us second thoughts to correct plain errors, ог to meet 
with critic&ms made. Е 
What 82204 out in the debates was th2 high standard of the. 
Oppositior speeches criticizing particular provisions — speeches 
showing ar expert knowledge of the subject. On the Government 
side back ‘laenchers made a much smaller contribution, with the 
exception af Mr JoeL BARNETT, a certified accountant, and Mr 
Накогр Lzvzm, a barrister. For the rest, the Government's case 
was presezxted. by junior ministers, the CHIEF SECRETARY, а 
chartered zccountant, the Economic SECRETARY, а barrister, and 
the MINIS“ER WITHOUT PORTFOLIO, a solicitor. On the technical 
aspects of -he Bill the CHANCELLOR was hardly heard beyond an 
assertion a-out the intentions of overseas companies which was 
promptly denied. The recurring refrain from the CHIEF SECRETARY 
was that tke Bill would make life for the business man simplicity 
itself — а aim which comes oddly from someone familiar (if 
anyone car be familiar) with the tortuous provisions about close 
companies which make up the vast majority of all companies. 
'The committee stage is not the end of the story. The report 
stage is to begin on Monday and will last three or four days, 
with рова у the third reading next Friday. Nor will the report 
stage be ғ mere formality. The Government have agreed to 
reconsider nearly a hundred different points raised by the 
Oppositior and to introduce amendments. One cannot rely on the 
Bill as repwblished after the committee stage. When the Bill has 
finally beccme an Act, there are to be two official explanatory 
booklets, oze on the capital*gains tax and one on corporation tax, 
on the linss of the two White Papers which appeared with the 
original BEL It is to be hoped that the booklets will be more 
thorough tzan the White Papers which, while useful up to a point, 
left nee “large areas unexplored, besides containing some errors. 
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Close Company Definitions 


E saw last week that control of a 

company by five or fewer participators 

or by participators who are directors 
made it a close company. The word ‘control’ is 
widely defined by paragraph 3 of Schedule 17 
culminating in the last part of paragraph 3 (4) 
which for this purpose attributes to a person not 
only the rights and powers of a company con- 
trolled by himself and his associates, but also 
attributes to him the rights and powers which 
any associates of his have, whether individually 
or jointly. 'Thus in counting heads among the 
participators, a participator and his associates 
make only one person. In these circumstances, 
control by five persons or less must be the norm. 
It seems that for the purpose of control, one does 
not attribute to a participator the rights and 
powers of associates of his associates. 

Certain payments made by a close company to 
a participator, or to an associate of a participator, 
are deemed to be ‘distributions’ (Schedule xc, 
Part П), and accordingly attract income tax but 
cannot be claimed as deductions for corporation 
tax purposes. Loans by a close company to z 
participator or to the associate of a participatar 
attract income tax also, and surtax, too, if repay- 
ment is waived (clause 70). Consideration by z 
close company for a restrictive covenant anc 
paid to a participator or his associate attracts 
income tax as well as surtax (clause 71). A 
company's income subjected to а surtax direction 
is apportioned to its participators (clause 73). 
What, then, is a participator? 

This highly suspect person is defined by 
paragraph 4 (1) of Schedule 17 to the Finance 
Bill as 'a person having a share or interest in the 
capital or income of the company’, which :s 
almost word for word the same as the definition 
of ‘member’ in relation to the old surtax direc- 
tions in section 255 (2) of the Income Tax Act, 
1952. Fine questions as to whether or not the 
husband of a woman shareholder is also a membe- 
are avoided by the fact that he is the ‘associat2’ 


of his wife, and an associate of a participator is in 
very much the same boat as a participator. The 
general definition of ‘participator’ is extended 
expressly to include any person who: 


(a) possesses or is entitled to acquire share ' 


capital or voting rights in the company 
(however insignificant these may be); or 


(b) is a loan creditor of the company otherwise ro 


than in respect of any loan capital or debt 
issued or incurred by the company for 
money lent by him to the company in the 
ordinary course of a business of ‘banking 
carried on by him. (The words ‘in the 
ordinary course’ received a very restricted 
interpretation from the Privy Council in 
Steen v. Law ([1963] 3 All E.R. 770); or 
(c) possesses or is entitled to acquire a right to 
receive or participate in (i) distributions of 
the company as defined in Part I of 


Schedule 10; or (ii) any amounts payable , 


by the company (in cash or kind) to loan 
creditors by way of premium on сер 
Чоп; ог 
(d) is entitled to secure that income or assets 
(present or future) of the company will be 
applied directly or indirectly for his benefit. 
‘Loan creditor’ means: 
(i) a creditor in respect of any redeemable loan 
capital issued by the company; or 
(ii) a creditor in respect of any debt incurred 
by the company, being a debt: 
(a) for money borrowed or capital assets 
acquired by the company; or 
(b) for any right to receive income created 
in favour of the company; or 


(c) for consideration the value of which to је 


the company was (when the debt was 
incurred) substantially less than the 
debt (including premium). 
As in the case of ‘control’, a person is deemed to 
be entitled to acquire shares or rights if he has a 


. 
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` present right to do it at a future date, or will at a 


at 


future date be entitled to do it. ‚ 

What is an associate of a participator? We haze 
(seen that a husband is an associate of his wize. 
` Paragraph 5 of the Seventeenth Schedule sets cit 
three groups of associates in three рагартар-з 


' (a), (Б) and (c), which groups may for convenierze 
' be called A. associates, B. associates and ZI. 


associates, The participator’s A. associates ere 


. his spouse, parents, remoter forbears, children, 
` remoter issue, brothers, sisters and partners. Eis 


B. associates are the trustees of any settlement 
. of which either he, or any A. associate (excludi-g 
a partner) or any deceased A. associate, is the 
settlor. (In this context ‘settlement’ and ‘settlar’ 
, have the same wide meaning as section 411 2) 


of the Income Тах Act, 1952.) The participato-'s 
C. associates are all the people who with him =e _ 


interested in any shares of the company which 
are subject to a trust or are part of a decease1's 
person's estate. When Schedule то (distributio:s) 
was being debated, an Opposition memker 
pointed out that a participator could have a 


' mistress who would not be his associate. 'Ihe 


Government promised to look at this possibilty 

of avoidance. Another Opposition member p-o- 

tested against an uncle being treated as an 

associate, but in fact the A. associates do not 
. include uncles and aunts. 

An attempt to exclude from the definiton 
of close company those companies in wh-ch 
the public are substantially interested had no 
success in the House of Commons. It vas 
pointed out that among the numerous trass- 
actions taking place every day on the stc-k 


. exchanges of the country would be many whch 


were bringing companies into and out of cl«se 
company status. What are directors expected to 
do about this? How can they really know whetker 
their quoted company is a close company or n-t? 
Moreover it is not a mere matter of knowmg 
whether or not the company is potentidly 
vulnerable to surtax direction. A whole host of 
matters depend on the definition, including the 


. question whether a range of expenditure is 


deductible or not. 
When we come to the definition of 'direct-r' 
we are in comparatively calm, if not pellucd, 


' waters. Paragraph 6 (1) of Schedule 17 says tat 


‘director’ has the meaning assigned to it by che 
paragraph. However, the paragraph does not 
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define ‘director’ so much as direct that the word 
shall include certain persóns whé would not 
otherwise be directors. These are of two types. 


"ће first is ‘any person in accordance with whose 
‘directions or instructions the directors [sic] are 


accustomed to act’. Presumably ‘directions and 
instruction’ do not include the almost daily 
exhortations of the CHANCELLOR OF THE Ex- 
CHEQUER, otherwise. close companies all over the 
country are in danger of having him treated as 
their director. The first extended definition is 
familiar from the Companies Acts which ex- 
pressly exclude persons whose professional 
advice is acted on by the directors. This exclusion 
does not occur in Schedule =7, It is not the present 
practice to treat a compary as a director of its 
wholly owned subsidiary, nor are the directors 
of the holding company sc treated. Perhaps св 
will be changed. 

The second type of presumed: director is 
familiar from the Profits Tax Acts, except that it 
has been extended by brinzing in the conception 
of associates. Such a director is any person who: 

(а) is concerned in the management of the 
company's business; and | 

` (Б) із remunerated out of the funds of that 
business; and 

(c) is (alone or with his associates) the beneficial 
owner of (or able directly or indirectly to 
control) 20 per cent cr more of the ordinary 
share capital. 

Also imported from the Profits Тах Acts is the 
conception of the ‘whole-time service director’ 
whose remuneration is not subject to restriction, 
and interest to whom is leg: restricted than in the 
case of a director. Whereas the profits tax defini- 
tion of director is widened by reference to 
'associates', the profits taz definition of whole- 
time service director is narrowed on the same 
account. À whole-time service director: 

(i) is required to devote substantially the 
whole of his time то the service of the 
company in a managerial or technical 
capacity ; and 

(ii) is not (alone or witk associates) the bene- 
ficial owner of (or able directly or indirectly 
to control) more than 5 per cent of the 
ordinary share capital. | 

The definition of ‘ordinary share capital’ is the 
same as in the Profits Tax Acts. 


CAPITAL .GAINS TAX 


Exemption for Residence 


MONG the assets which escape capital gains 
tax there stands pre-eminently the tax- 
payer's residence. It is the most valuable 

asset which the vast majority of taxpayers ev=r 
possess and, given the steady inflation which 
successive Governments seem unable (or un- 
willing) to stop, capital gains from it will continue 
to be widespread and to increase. The exemption 
owes nothing to logic and everything to political 
expediency. Clause 28 of the Finance Bill, which 
confers it, was described by one Member of Parlia- 
ment as a sick clause in a sick Bill. It is also a very 
long clause; it covers more than three pages, 
compared with the few lines which exempt 
residences from short-term gains tax. Needless 
to say, it contains no comfort for those taxpayers 
who, for one reason or another, are unable -o 
purchase their homes and who must set aside the 
income from investments for the purpose of 
paying the, perhaps, ever increasing rent. Апу 
capital gains on changes in such investments vell 
be fully chargeable. 

Sub-clause (1) purports to set out what the 
clause applies to, but sub-clause (то) cuts down 
its scope. The clause applies to a gain accruing 
to an individual, so far as attributable to the 
disposal of (or of an interest in): 

(а) a dwelling-house (or part of a dwelling- 

house) which: | 

` (i) 18; or 
(ii) has at any time in his period of owne-- 
ship been his only or main residence; or 

(b) land which he has [sic] for his own occupa- 

tion and enjoyment with that residence, as 

its garden or grounds. 
On a strict reading, paragraph (D) requires the 
individual to be in occupation of the land at the 
time of disposal. If the land (including the sits) 
exceeds one acre, then the excess does not come 
within (b) except to the extent that the individual 
satisfies the Commissioners that it is tequired for 
the reasonable enjoyment of the dwelling-house 
having regard to its size and character. The para- 
graph contemplates that land can in this wzy 
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qualify in relation to a part of a dwelling-house" 
For the purpose of distinguishing the qualifying 
land it is to be taken as that part of the total area 
which, if the remainder were separately occupied, 
would be the most suitable for occupation and 
enjoyment with the residenee. This is a highly 


subjective matter; what are ridiculously large. 


grounds to some people are just a pocket hand- 
kerchief to others. One would hope that the 
appeal commissioners consisted of substantial , 
landowners. 


r 


-— 
Sub-clause (10) makes the further requirement i 


that the acquisition of (or of the interest in) the ` 


dwelling-house (or part) must have been made 
for the purpose of residing in it, and not wholly 
or partly for the purpose of realizing a gain from 
the disposal. This is going to put a considerable 
strain on the taxpayer’s conscience and put the 
honest taxpayer at a disadvantage. Nobody buys 
a house for the, purpose of disposing of it at a 
loss. A scintilla of intention to sell at a profit 
ultimately should surely not disqualify the tax- 
payer. Many young architects build а dwelling-. 


house for personal occupation and, a few years 


later, sell it at a price which reflects not only 
the cost and the inevitable inflation, but also to 
a substantial extent their own labour. It will be 
interesting to see how such cases are dealt with. 
Sub-clause (10) makes similar provision in the case 
of expenditure on the house after its acquisition. 

For the gain to be within the clause, it is 
sufficient if the dwelling-house was the sole or 
main residence at any point in time of the period 
of ownership. Where the individual has had 
different interests at different times, the period of 
ownership is taken to begin from the time of the 


first acquisition which is taken into account in _ 


arriving at the expenditure allowable in com- 
puting the gain (sub-clause 12 (а)). However, а 
point in time is not enough to achieve exemption 


‘for the gain. For complete exemption, the 


dwelling-house must have been the individual's 
only or main residence (or so treated) for all but 
the last twelve months of the period of ownership. 
(Clause 28 (2).) This twelve months’ grace has 


he 


~ 


beu 1962. Some owners find they can sell a horse ` 
more easily if they remove themselves and their: 
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no doubt been introduced as a result of experierce 
of the working of section 11 (3) of the Finarze 


furniture from it. Under section rz (3) that 
prevented it from being their residence, althouzh 
no doubt concessions were made. For the purpese 
of clause 28 (2) one treats the period of ownersLip 
as beginning not earlier than April 6th, 1965, Łe. 
-not earlier than the time when capital gains cn 
begin to accrue (sub-clause (12) (5)). 

. Hf, after April 5th, 1965, and before the Ist 
twelve morfths of the period of ownership, there 
was some time when the house was not the 
individual's only or main residence, then же 


_4-exemption is reduced on a time basis. Assume sn 


owner is in residence on April 6th, 1965, о-в 
permanently to another house on April sth, 1997, 
and sells the old house on April sth, 1969. 'T'hres- 
quarters bf the gain is exempt. Of the four years, 
two years’ actual residence plus the last twe-e 
months of ownership, making three in all, couat 
towards exemption (sub-clause (3)). 

Sub-clause (4) provides relief for temporz-y 
absence in rented accommodation, as in the сгзе 
of a missionary, civil servant or official posted to 
some other place, for a period not exceeding th-3e 
years, or for separate periods which do мој 


“K aggregate to more than three years. Whatever the 


reason for the absence, however, the relief apples. 
If: 

(i) ‘during’ that period of three years the 
house was not his only or main residen; 
and 

(ii) ‘throughout’ that period he had no rei- 
dence ‘eligible for relief? under clause 23; 
and 

(iii) both before and after that period there vas 
a time when the house was his only or mzin 
residence, 

then for the purposes of clause 28 (2) (3) the 
aggregate period is treated as though the horse 
. was the individual's only or main residence n 
that period. The Economic SECRETARY TO THE 
‘TREASURY promised the House of Commons эп 


May 27th that at the report stage the Govern- 


ment would introduce an amendment lengthen- 
ing the three-year period in favour of perscnus 
whose employment. took them away, but in- 
posing a minimum length of actual residence at 
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the house. It will be observed that as clause 28 (4) 
now stands, the actual period of residence could 
be infinitesimal. The incividual could buy a 
house; live there for a day let it for three years, 
live there another day, let it for one more year, 
then sell.it, with complete exemption. 

Clause 28 (5) imposes a restriction where part 
of the house .‘is [sic] used exclusively for the 
purposes: of a trade or business or of a profession 
or vocation’. It seems that only actual exclusive 
use for a trade etc. by the individual himself is in 
point here. If (i) the indiv-dual is absent, (ii) the 
house is unused altogether or is used by some 
tenant (for whatever purpese), (iii) the period of 
absence is saved, either because it is the last 
twelve months of ownership or because of clause 
28 (4) – there should be na apportionment under 
clause 28 (5). Тће precise method of apportion- 
ment is not laid down. I? a: proportion of the 
expenses has been agreed for the purposes of 
computing the profit from the trade etc., pre- 
sumably a like proportion will be charged to 
capital gains tax. Clause z8 (11) does deal with 
apportionment, but only apportionments of 
consideration, in particular where there is a 
disposal of a whole house but only part of it was 
the individual's residence. Curiously enough, 
clause 28 (5) is confined ir. terms to the disposal 
of a dwelling-house or pa-t, it does not include 
the disposal of an interest in a dwelling-house. 
However, there is a sweep-up provision in sub- 
clause (6) which gives the zommissioners blanket 
powers of adjustment of the relief as they consider 
just and reasonable where there are changes: 

(i) in what is occupied £s the residence; 

(ii) as regards the use of part of the house for 

^ some purpose other than residence. 

Thus the public-spirited owner-occupier who 
lets part of his home to a hcmeless person will put 
his exemption in jeopardy and expose himself to 
a wrangle about the precise apportionment, as 
well as to the vagaries of tke Rent Acts. 

What is an individual's ‘main’ residence for 
any period? He can determine the question by 
written notice to the Inspector of Taxes: 

(i) within two years of ага acquisition of the 
house which is named by the notice as the 
main residence; or, if later, 

(ii) by April sth, 1967. 

He 'can vary the nominaticn by a further notice, 
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with retrospective effect for not more than two 
years. If the main residence is not determined in 
the above manner, the inspector decides. The 
individual has thirty days from the inspector's 
notification within which to appeal to the Generzl 
Commissioners or the Special Commissioners. 
The inspector can nominate different houses for 
different periods, subject to appeal. 

There can be only one main residence for a 
man and wife living together in the income tax 
sense, and both must join in giving a notice under 
sub-clause (7) if both are affected. Similarly aa 
inspector's decision must be notified to both and 
both may appeal. Where a house (or an interest 
in it) which is the only or main residence passes 
from one to another, whether iter vivos or on 
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death, the period of ownership of the new owner 
is dated back to the acquisition by the old 
owner (clause 28 (8)). 

If a trust beneficiary as such occupies a house 
owned by the trust, then the trustee enjoys like 
relief under clause 28. Any notice under sub- 
clause (7) must be a joint one by the trustee and 
the beneficiary. The clause is to be read in 
relation to the trustee as though references to the 
individual were references to the trustee (who 
may, of course, be a corppration) except in 
relation to occupation (clause 28 (9)). 


f 


Another promise given by the Government at ` 


the committee stage was to extend the relief to 
a taxpayer who had a house for the purpose of 


housing not himself but his dependent relative. 4. | 


Control of Capital Expenditure . 


by B. A. MARSDEN, ACA. 


HE theme of this article is complementary; 

to my previous article in The Ассоиліаті 

of May 15th. Description of a system of 
control is made with a manufacturing organi 
tion in mind, but it is emphasized that th= 
principles can be adapted to meet the require- 
ments of most other types of organization. 

'The policy-making body will examine alter- 
native overall plans which ideally should be th2 
result of a scientifically- prepared forecast ard 
report, A plan is selected — one hopes the best — 
and adopted as official policy and the 
executive is instructed to co-ordinate and moti- 
vate the energies of the organization to attain 
the prescribed goal. 

The plan, phased where necessary; should ђе 
broad in principle and simple in concept. It is 
probably sufficient to say how much can be 
spent in total on capital expenditure for each 
year of the forecast; how much of the totals can 
be spent 'on productive and how much on non- 
productive equipment; and how the totals are to 
be divided between each department or function 
of the organization. The latter point is just a3 
important if the firm is gathered on one site 
or spread around the country. Incidentally, the 
accepted plan forms a basic element of the cash 
flow forecast. 

Having established the framework, it is then 
necessary for the planning committee to gather 
in more detailed budgets and information, 


although much of this will have been submitted to 
form part of the alternative plans for presen- 
tation to the board. In general, it is not possible 
to detail expenditure for the latter years of the 
forecast, whatever its length, but it is possible, 
and it is important, to detail expenditure for the, 


first two years. The collection of the long-term ж“ 


budget is not within the scope of this article, 
but it is assumed that the information for the 
first two years is detailed and that the first year 
is divided in quarters to enable the planners to 
study cash requirements and to make amendments 
in compliance with the overall plan. 

In forecasting cash requirements, it is important 
to calculate accurately the time span between 
making the application for the expenditure and 
the date when the payment actually falls due. 
The application form to incur expenditure will 
specify this information. Whatever the system 
for calculating return on investment, the applica- 
tion form for authority to incur expenditure 
should be as simple as possible, with ample 
opportunity for the applicant to 'tell his story' 
to convince the management that the acquisition 
is worth while. 

All applications should be channelled to one 
source before presentation to the management 
committee. Ideally, the source wil be the 
financial planner or his equivalent. In this way 
the financial aspects of all applications can be 
presented in a standardized. way and control 
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schedules can be kept to ensure that each item 


' conforms with the budget within the overall 


X 


plan, ог that good reason may be given if this 
is not the case. 

In a well-managed business, applicatiors — 
suitably categorized and scheduled — will зе 
presented to the management meeting опсе a 
week. Applications will either be approved ог 
refused. If authorized, the various copies wil зе 
dispatched immediately to the departmen-al 
heads who will want to know the details for the 
efficient. performance of their duties, ie. the 
works engineer, the cost accountant, the bvrer, 


' the applicant and the expenditure control cerk. 


If the application is rejected it is returnei to 
the applicant together with the reason for rezwsal 


Js any instruction about representation ir the 


future. 


Inexcusable Idleness 


Once authority is. granted, it is necessary to 
make the acquisition without delay and ссе 
acquired it is equally important to put the isset 
to best use as soon as possible because it & an 
inexcusable waste of time and money to allow a 
machine or piece of equipment to remain idle “or 
weeks on the factory floor before it is brought into 
use. If the asset is bought out it is the duty of 
the buyer to ensure that it is on the factory 
; premises by the date stipulated, and зиму, 


R^ if the equipment is to be manufactured withia the 


organization it is the duty of the works eng-neer 
to ensure that it is made and ready for use b» the 
date which he stated. 

The finance staff have an important pa-- to 
play in scrutinizing and reporting on expends-ure 
incurred against an expenditure number. Ini-elly 
the total amount stated on the application Form 
should agree with the amount stated in the budzet 
for that item or a good reason given if it disagrees. 

Subsequently the expenditure incurred skculd 
agree with the amount authorized. If it is more 
or less than a reasonable percentage variance, 
an explanation should be called for and -he 
reason included in the periodic management 
report concerning capital expenditure. 

Obviously, where a Government import sar- 
charge is imposed, a variance will occur ir. -he 


cost of imported equipment, and this is a qwite . 


acceptable explanation, but where а var.znce 
occurs because, for example, the applicant fo-zot 
to include labour and material installa-on 
charges, it is symptomatic of carelessness which 
ought not to be allowed. In specified cases a 
supplementary application will be requested to 
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have the additional expenditure authorized and 
to give a disciplinary explanation why the 
excess expenditure was nct foreseen at the time 
of the original application. 

This aspect of control entails regular collection 
and scrutiny of costs and early action "where 
variances occur or where expenditure is incurred 
for items not specified in the application. 


Psychology in Management 
Psychology plays an imoortant part in good 
management. Managers w-th ideas are invariably 
enthusiastic about them and it is natural that 
predictions of return on investment and per- 
formance will err on the aide of optimism. ЈЕ is 
therefore important to show applicants that an 
interest is taken in the p-edictions, not only at 
the date of application bat also when the true 
facts can be assessed and verified against pre- 
dictions at specified future dates. А simple 
schedule of items showing dates when inves- 
tigations are to be made vill suffice. The results 
will be included in the periodic management 
report. 

In a concern, which is badly run, causing a 
high turnover of senior staff, authority is some- 
times given for expenditure which is not acted 
upon, and as a consequence balances may be 
carried forward indefinitely. After the effluxion 
of a given period these outstanding balances 
should be cancelled. Irdeed, all outstanding 
expenditure sanctions should be periodically 
scrutinized and if good reason for their con- 
tinuance cannot be givem they should also be 
cancelled. 

Two small points are ncteworthy in an efficient 
system : where emergency expenditure is required 


_there must be a route open to obtain immediate 


authority on the principle of ‘act first and ask 
questions later'! The other point involves capital 
expenditure of small amounts, where the business 
is decentralized. Authority can be given to local 
managers to incur on their own authority items 


.less than a certain amount, up to a specified 


annual total. This obviates swamping the system 
with unnecessary paper work, but does not 
obviate the need for central control of local 
authorizations. 

It is extraordinary that many concerns control 
operating costs with care and precision, but fail 
to take proper care in the equally important 
control of capital expenditure. After all, in the 
long run it is the soundness of capital investment 
policy which determines. more than any other 
single factor, the future s-rength of the business. 
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from Company Accounts. 


by ANGUS Е. MURRAY, M.A., ЕЛА. 


I. INVESTORS’ REQUIREMENTS IN 
GENERAL TERMS 

НЕ people who invest in company securities 

are far from being a uniform breed. The pro- 

verbial widows and orphans with their few 
hundred pounds worth of blue-chip industrial 
debentures have little in common with the financial y 
sophisticated surtax-payer and stock market operator 
juggling with a sizeable equity portfolio, while the 
staid institutional investor would scarcely be cn 
speaking terms with the impetuous speculator or the 
rumbustious take-over tycoon. Accordingly it would 
be unrealistic to assume that investors all want the 
same kind of thing from the accounts which they аге 
all entitled to receive and which they will look at 
with varying degrees of interest, understanding and 
credulity. In general the requirements of an investor 
may be expected to depend on the.type of security Һе 
holds, the size of his holding, his facility at inte-- 
preting accounts and the amount of time he can 
afford to devote to their scrutiny. The distinctions 
made between requirements for different kinds of 
securities do, of course, become blurred where ore 
has classes of security with composite characteristics, 
such as convertible debentures, participating prefe-- 
ence shares, etc. 


Fixed Interest Investors E 


. Because of their limited claim on the profits and assezs 
of a company, the holders of fixed-interest securities 
do not demand very much from the accounts. For 
` example debenture-holders and prospective deben- 
' ture-holders are concerned only with the company's 

ability to meet the interest payments on its debentures 

and to provide for.their eventual redemption. 


Mr Angus F. Murray, 
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In the first section this paper shows how the 
requirements of investors ag regards both the 
contents of company accounts the manner of 
their presentation depend upon the type of 
security held, the size of the holding, and the | 
financial expertise of the investor or of his profes- 
stonal advisers, such as investment analysts. The 
second section argues the general case for statutory 
regulation to ensure the satisfaction of investors’ 


requirements tn the direction of fuller disclosure, 
by showing that these requirements coincide with 
the national economic interest. A brief description 


of the present legal position and its Historical 
background then up to the central part of 
the paper (section IV), which contains spectfic 
suggestions for improvements in company accounts. 
Finally, the practical implications of some of these 
suggestions are brought out in three short case 
studies. 





Provided the profit and loss account shows that 
earnings are sufficient to cover interest paymenta with 
a good margin to spare it will have served its purpose" 


во far as the debenture-holder is concerned. Тће 


balance sheet has more obvious relevance to the 
requirements of the debenture-holder, since deben- 
tures are usually secured either by a mortgage on 
specified assets or by a floating charge on the com- 
pany’s fixed and current assets. The value of these 
assets is clearly of considerable importance, particu- 
larly if the company looks like running into financial 
difficulties, but it is equally clear that the relevant 
measure of the value of the fixed assets is the amount 
for which they could be sold. Balance sheet values, 
however, are generally based on historical cost less 
depreciation, which may be quite different from 
realizable market value — this will be particularly true 
in the case of highly ‘specific’ assets which are closely 
geared to the company’s own operating methods and 
would be of comparatively little value to anyone else. 

It might therefore be thought that debenture- 


holders would want to see balance sheets extended to . 


include information about realizable values, parti- 
cularly for those assets pledged as specific security. 
But in fact most debenture-holders seem fairly satis- 
fied with the present position. The explanation: is 
threefold. First, in an era of steadily rising prices 
historical values tend to give a very conservative 
estimate of the current worth to the company of its 
fixed assets, and investors are often entitled to assume 
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that the margin of undervaluation is sufficient to 
absorb the losses attaching to. re piecemeal dispcsal 
words 





Р the V 
Secondly, the proportion of fixed interest capital t to 
equity capital is fairly low in most British comparies 
and interest commitments are ordinarily covered 
many times over by pre-tax earnings. Business cen- 
ditions would have to turn very black indeed before 
there could be any question of a company having to 
dispose of assets in opder to meet its commitments on 
its debentures. Provided the profit and loss account 


- remains healthy, the balance sheet is largely irrelevant. 


= 


Nevertheless, calamity does strike from time to time 
and managements have been known to miscalculete. 
More detailed accounts might. occasionally give "ће 
astute debenture-holder warning of danger ahead 
and enable him to sell out well before the crash, but 


* . they would be of little help to the general run of 


investors, whose first sign of impending trou»le 


. would probably be a sharp fall in the market va. ue 


of their debentures. Thus the majority of debenture- 
holders are probably better off under the present 
arrangements whereby they can rely on the vigilance of 
the trustee (generally a finance or insurance compaay) 
appointed by the company to look after the interests 
of debenture-holders. The trustee has access to 


privileged information and, in the event of he’ 


company running into trouble, can use it to safeguard 
the interests of all the debenture-holders witheut 
creating a premature panic. These trusteesaip 


_ з provisions probably supply the third main reason why 


Y~ debenture- 


olders rest content with the somewaat 
limited amount of information revealed in typical 
company accounts, 
Equity Investors 
Ав part-owners of a company's business, equity 
investors tend to take a much more lively interest in 
all aspects of its operations and to demand more 
comprehensive information from the accounts. Тће 
basic difference between the demands of fixed- 
interest investors and equity investors is perhaps 
best brought out by summing up their approach to 
the accounts in two deceptively simple questions. The 
fixed-interest investor simply asks ‘How safe is ny 
investment?', which is more a plea for comfort end 
reassurance than a request for specific information. 
In the nature of things it can only be partially satisf ed 
by the kind of factual data contained in compeny 
accounts, which probably provide less psycholog-ral 
reassurance than the investor's faith in the abiity 
and honesty of the company's management and in -he 
vigilance of the trustee. 
vo the equity investor, on the other hand, -he 
question is not ‘How safe is my investment?” 
m "md ‘How much is my investment worth?’ This 
sounds more like a request for specific information, 
but in fact, as we shall see, it is more in tlie natare 


. 
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of an appeal for a crystal ball, or failing that (in a 
world where reliable crystal balls are in exceedingly 
short supply) for all the. information that might be 
relevant for a forecast of the company’s future profits, 
Virtually all the information contained in a company’s 
ledgers and books of account is of at least potential 
interest for this purpose, which rather complicates 
the task of describing what equity investors want from 
company accounts. 

There are two complementary lines of attack. The 
пое neralized approach is to define the principles 

should be followed in summarizing the whole 
ч of accounting data available within the company 
во that it can be put in a form best calculated to 
satisfy the needs of the majority of equity investors. 
The alternative approach is simply to specify. the 
particular items of summary information’. whose 
inclusion in the final accounts would be specially ube- 
ful for investors. 

At this stage I shall in the main be following the 
first approach in an attempt to derive some guiding 
principles. The application of these principles to 
particular accounting concepts will be examined later 
when we consider the adequacy of current practices 
and legal requirements relating to company accounts. 


Small Investors 


In recent years there has been an enormous spread 
in share ownership. According to estimates made by 
the Gallup Poll the number of people in this country 
owning shares went up from about r$ million shortly 
after the war to 3 million in 1961. Since then the 

number has risen further, helped by the efforts of 
Mr Maurice Macmillan's Wider Share Ownership 
Committee and, latterly, the London Stock Exchange 
to educate the public in stock exchange affairs, and 
to dispel the impression that small clients were not 
welcomed by stockbrokers. The Committee has 
estimated that by 1962 the number of people owning 
shares had risen to about 34 million and that there 
were about 3 million other people who had the means 
to invest in shares but had not yet done so. ‘This means 
that of the many million copies of company accounts 
circulated each year the vast majority go to people 
with no parti financial expertise and no more 
than a nodding acquaintance with accounting tech- 
niques. These people, however, may be keenly 
interested in the kind of information contained in the 
accounts and they are surely entitled to have it 
presented to them in an intelligible form. Ideally, 
then, one of the aims of the accountant should be to 
draft the accounts in such a way that they can be 
understood by any intelligent layman with an 
interest in financial affairs. 

Thé practising accountant may well object that, 
by the tims he has satisfied the multifarious legal 
requirements relating to form and content, the 
resulting set of accounts is almost bound to be a fairly 


‘complicated document. One solution which has been 


gradually gaining currency is to streamline the 
accounts by relegating the more detailed items of 
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information to notes appended to the accounts. ‘The. 
accounts.of the Courtaulds group, reproduced in part 
in Appendix А. (at page 14), show how much can ђе 
achieved in this direction, particularly when the 
accounts are presented in the ‘single-sided’ form which 
it is supposed is more readily intelligible to the laymen 
than the traditional, but highly stylized, ‘double-sided’ 
. form. In this case the notes containing the additional 
information that the company is required (or chooses) 
to reveal, occupy no more space than the streamlined 
accounts themselves. In the accounts of the parent 
company the process of compression has been even 
more ruthless — the balance sheet is again condensed 
into a single page, but the notes attached thereto run 
to four pages. | 
: Some accountants object to the proliferation of 
notes that this process may involve, arguing that they 
only ‘clutter up the report’ and ‘bewilder stock- 
holders'.! Admittedly this is a danger that may some- 
. times have to be guarded against, but in general a 
proliferation of notes betokens a correspondin, 
simplification of the main body of the accounts, ant 
the stockholder does not have to wade through all th 
notes (as he would if they were incorporated in th 
accounts) but can content himself with referring то 
the notes on particular points on which he requires 
clarification. So, far from being bewildered, thz 
investor will usually find.that a series of notes will 
facilitate his understanding of the accounts, providec, 
of course, that the relationship between the notes and 
the accounts is clearly indicated. 

An alternative solution to the conflict between the 
simplicity needed by the majority of small investars 
and the comprehensiveness demanded by the law is 
to be found in the occasional practice of providing a 
brief table highlighting the salient features of the fall- 
accounts. Unilever, for example, preface their report 
and accounts with a list of about a dozen key figures 
relating to sales, earnings, dividends and capital, 


together with the comparable figures for the previors. 
year (see Appendix B at page 15). There may perhaps - 


be a danger that direotors be tempted into a 
certain amount of window-dressing in their selection 
of figures and definition of terms, as supplementary 
statements such as these, while purporting to sum- 
marize audited accounts, do not themselves have to be 
certified as giving a ‘true and fair view’ of the com- 
pany's affairs. However, provided these accountirg 
profiles are drawn up in a responsible and objective 
manner, they will be widely welcomed ~ not only by 
the financial neophyte, but also by the experienced 
investor seeking to gain a quick impression of a 
company's financial position. 

Both streamlined accounts and supplementzry 
tables represent fairly radical departures from 
traditional accounting practices, but it should not 
be assumed that nothing can be done within the cen- 
ventional framework to make accounts more palatable. 
Considerable progress has in fact already been made: 


2 Companies and their Accounts’ feature in The Accougtants 
Journal, March 1965. 
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for example, balance sheet values.are no longer 
invariably quoted down to the last pound, let alone 
the last penny which former generations of account- 
ants often invoked to give an impression of scrupulous 
accuracy, and a lot of bewildering accounting jargon 
has been eliminated. But there is still plenty of room 
for improvement, particularly in the matter of jargon, 
since a realistic interpretation of accounts is still 
frequently obscured for the layman by the use of 
technical terms. 'The danger is perhaps worst where 
the technical terms masquerade as ordinary, every- 
day words which the layman thinks he understands. 


2 


For instance, {п ordinary usage ‘reserves’ are liquid . 
assets rather than hypothett abilities. 


Investment Analysts etc: 


Clear terminology and careful presentation can go a 
long way towards helping the ordinary small investor 


to gain a realistic appreciation of a company’s financial j- 
та С 


position, but they cannot tee him against erro 
of interpretation. In this field, as in others, his best 
safeguard is to turn for advice to people with greater 
experience. Investment advice is provided by stock- 
brokers, bankers and financial journalists, and the 
requirements of these people from company accounta 
are naturally much more exacting than those of the 
typical small investor with whom we have so far been 
mainly concerned. 

The basic question to which investment analysts 
‘such as these address themselves is ‘How much are 
the shares of this company worth in terms of its ability 
to earn profits and pay dividends?’, and their general 
requirements from company accounts can be deduced: 
from the way in which they set about finding an 


[2] 


answer. Their first step ів usually to assume that the 


true value of the share is governed by the present 
value of future earnings per share discounted at an 
appropriate rate of interest. Тће main difficulty is to 
forecast the likely behaviour of earnings per share over 
the next five or ten years. In very broad terms thia 
may be said to depend on environmental conditions 
on the one hand and the quality of the company's 
management on the other. For the assessment of 
environmental factors, such as the strength of com- 
petition from rival firms and products, the analyst 
must rely for the most part on sources external to the 
company. But before he can do so he must obviously 
know what the relevant environment is, and for most 
of the information necessary to fit the company into 
its proper economic setting he could reasonably 
expect to look to the material published by the 
company itself. Often, however, this material. is 
woefully inadequate; the accounts may be virtually 
useless and it may be necessary to scour through 
the directors’ reports and chairman’s statements for 
a long run of years in order to build up even the 
vaguest picture of the relative contribution to total 
profits of the company’s various activities or the 
proportion of sales which are exported. In recent 
years reports and statements have gradually been 
becoming more informative, but there is still much. 
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to be done in improving the accounts so as bette- to 
meet the needs of investment analysts. 
. The guiding principle should be that the ассоыглв 
b oos be related as closely as possible and at as maxy 
points as possible to economic data published on a 
national or industry-wide basis. In particular th-y 
. could usefully include analyses of turnover and prefas 
according to activities (defined so as to correspord 
‚ with categories in the official Standard Industrzl 
Classification), a breakdown of costs into wages, гү 
materials, etc., and a geographical breakdown of sales, 
and also of earnings if the company operates in mace 
than one country. 
‘For the second ран of his task, appraising tae 
.quality of a company’s management, the ana yet 
must turn to fts past financial record. An examinatica 
of the course of earnings in relation to the amoa-t 
of capital employed may throw some light on tas 
( ability of the management to make good use of tas 
funds entrusted to its care, but this type of analze&ts 
e is probably most fruitful when the experience -f 
several companies can be compared. It follows tlet 
` one of the prime requisites for the purposes of invest- 
ment analysis is that there should be a reasonctte 
degree of consistency in company. accounts, botk a 
the accounts of a particular company for differect 
years and in the accounts of different companies cvzr 
the same period of time. The latter requirement 3s 
. perhaps a counsel of perfection, since the characca- 
istics of companies vary so much, even within a sirge 
line of business, that complete standardization =f 
accounting procedures is impracticable. But at tae 
very minimum the analyst is entitled to ask that tae 
terms and procedures adopted in the accounts зе 
у defined with sufficient detail and precision to епғНе 
` him to make adjustments of his own in order to briag 
the accounts of different companies on to a rouglry 
comparable basis. And if that is as much as ће зз 
entitled to ask, he can at least nourish the hope fet 
companies operating in the same field will see {Һет 
way to adopting more uniform conventions regardisiz 
such matters as the procedures for valuing stocks агі 
fixed assets and for assessing depreciation charges. 


Institutional Investors 


No mention has yet been made of the so-called 
institutional investors ~ insurance companies, invest- 
ment trusts, pension funds and so on ~ whic, 
according to a recent estimate, hold about 25 per сесі 
. of all quoted ordinary shares. Their approach > 
company accounts natural resembles that of ths 
investment analyst, since they are interested in tle 
- jtrue worth of shares and are prepared to spend a 
ТА considerable amount of time and effort in weighirz 
` up the merits of alternative investments. But Н= 
. emphasis is rather different, since the big institutiorel 
investors can be effectively committed to the ccm 
panies in which they have large holdings. The d= 
1]. С. Blease: ‘Institutional investors and the sto-x 
exchange’ (District Bank Review, September 1964). 
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tached investment analyst can. calmly separate the 
sheep from the goats, but the institutional investor is 
anxious to see that his investments continue to qualify 
as sheep, since the sale of a large holding, should this 
come to seem desirable, may not always be practicable 
at a reasonable price. The institutions therefore look. 
[o the accounts for evide д mitted ` 


тате of retum on earnings that are ploughed back into. 
usiness. Provid rate of return is as high as 
the Institutions could earn by investing their funds 
elsewhere, they can suffer little disadvantage from 
their inability to liquidate their holdings; but if it 
were to fall below a certain point the institutions 
would have a strong interest in the company's 
distributing more and reinvesting less, leaving the 
institutions to undertake more remunerative reinvest- 
ment themselves. Àn accurate figure for the rate of 
return on ploughed-back capital would also be useful 
to investment analysts in estimating future profit 
trends, for, on certain simplifying assumptions, the 
rate of growth of earnings will be equal to the propor- 
tion of earnings retained multiplied by the rate of 
return on new investment. Unfortunately the calcu- 
lation of this rate of return is far from simple, since 
one is dealing with marginal changes in total earnings 
and one must make allowance for any extraordinary 
or temporary factors and for changes in the earning 
wer of existing assets not attributable to the new 
investment. To make an accurate assessment of the 
rate of return on any but the simplest investment 
schemes would, in fact, be a major undertaking for 
accountants and economists with detailed knowledge 
of the company's policies and full access to its internal 
records, including the record of its dealings with the 
Inland Revenue. For the outsider the task 18 virtually 
impossible and the best he can do is to attempt to 
estimate the overall return on capital and perhaps, 
if this shows a distinct upward or downward trend, 
to take this into account in forming a very rough 
estimate of the rate of return*on new capital. 

But even the calculation of an overall гаје of return 
is not so straightforward as it might appear. For al- 
though company accounts contain yearly statements of 
total earnings and the amount of capital employed, 
these figures are not strictly comparable. This is 
because the book value of assets is generally based on 
historical cost and takes no account of changes in the 
purchasing power of money or of technical or econo- 
mic developments that may enhance on more fre- 
quently, undermine) the operational value of existing 
assets. Accountants have, of course, long been aware 
of the distortions produced in company accounts by 
general price inflation, and several methods of 'stabil- 
ized' accounting have been proposed. But unfortun- 
ately none of them is free from drawbacks and much 
work probably remains. to be done before any 
generally acceptable method is devised. 

In the meantime the only practical solution is for 
companies to provide sufficient information in their 
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accounts to enable interested parties to make an 
estimate of the current value of the assets employed. 
Most of the information required would be covered by 
a breakdown of the total book value of assets into 
separate figures for land, building, machinery and 
similar broad categories of assets, coupled with an 
analysis of the ‘age structure’ of each class of asset. 
One could then inflate the book values by suitable 
price indices to arrive at a more realistic figure for tke 
total value of capital employed. 


Summing Up 

The broad conclusions emerging from this considers- 
tion of the requirements of three important classes of 
equity investor may perhaps be summed up in tke 
following short list of cardinal virtues: 
(1) accuracy; 
e objectivity; 
3) comprehensiveness ; 

(3) intelligibilis; 

(5) consistency (comparability between years ard 

companies); 

(6) relevance (to current economic realities). 
Most accountants and investors would agree that 
these qualities are all desirable in company accounts, 
but the accountants would tend to lay particular stress 
on the traditional virtues of accuracy, objectivity ard 
comprehensiveness, while investors would urge that 
- intelligibility, consistency and relevance are just as 
important. This would not matter much if all the 
desiderata could be achieved simultaneously, but :n 
fact certain conflicts are bound to arise. The problem 
of striking a fair balance between comprehensiveness 
and intelligibility has already been examined in some 
detail. But this problem is child's play compared wich 
the perplexities of reconciling accuracy and objectivizy 
on the one hand and relevance to current economic 
realities on the other. The prime example is the valua- 
tion of fixed assets, which also brings out the differing 
priorities of accountants and investors. The accountaat 
maintains that the very nature of the balance sheet 
requires it to be an accurate and objective historical 
record rather than a necessarily subjective statemeat 
of current worth — and the weight of tradition, the 
coor wisdom of the accounting profession and the 
authority of successive Royal Commissions are all on 
his side. But the investor, darkly echoing Henry Forc's 
opinion of historical records, is inclined to deplore 
the amount of space occupied in company accourts 
by meticulous irrelevancies.. 


II. SHOULD DISCLOSURE BE COMPULSORY? 


When enunciated in broad, abstract terms lixe 
‘comprehensiveness’ and ‘comparability’, investcrs’ 
requirements from company accounts, sound emri- 
nently reasonable, and so do most of the spectic 
requirements that we have considered by way of 
example. Investors indeed are apt to take it for granied 
that their claims are perfectly justified, but companies 
are often reluctant to provide as much information ав 
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shareholders would like, claiming that it would be 
against the long run interests of the company and its 
shareholders to do so. Any rules and regulations | 
governing disclosure in company accounts, whether 
enforced by law or (in the саве of quoted companies) | . 
by stock exchange authority, must take cognizance of 
this conflict of interest. So, before criticizing the 
present set of rules and regulations from the point of 
view of investors, it will be as well to examine as 
objectively as possible the strength of their case for 
ш that their requirements be met in the first 
place. 


The Case for Compulsóry Disclosure 

If pressed to justify their claim to be given more, 
information than companies would supply of their 
own accord, арака а would probably begin by 
pointing out that they are after all the collective 
owners and are therefore entitled to demand whatever ; 
information they require. In the early days of thé. 
joint stock company, when shareholders were few іп e 
number and perhaps had a personal interest in the 
management of their company, these demands could 
be enforced directly as a condition of providing a 
business with capital. Today the principle remains 
the same, but the diffusion of share ownership, which 
has enormously weakened the bargaining power of 
shareholders against company managements, means 
that the law must intervene to ensure that their 
proprietorial ш are respected. It is true that this 
is a somewhat legalistic argument, but unless one is 
prepared to dismiss the principle of shareholder 
ownership as a complete legal fiction it is one that 
must carry considerable weight. А 

This legalistic argument сап be reinforced by апус 
appeal to the need to maintain an equitable balance ' 
between the interests of shareholders and those of 
company managements. Once again this is a matter 
which has assumed importance only comparatively 
recently in the history of the joint stock company, 
for. when shareholders and managers were broadly 
the same set of people there could seldom be any 
conflict of interest. However, since the so-called 
‘managerial revolution’ the functions of ownership 
and control are generally carried out by different sets 
of people end it can no longer be assumed that their 
interests will be identical or even in harmony. For 
example, instead of striving to maximize profits and 
dividend distributions, a company's management may 
give first priority to expanding their empire in order 
to build up their prestige and perhaps also to justify 
higher salaries for themselves. Where the real control 
of a company is in the hands of professional managers 
with little or no capital invested in the business. —\ . 
and this is a situation that is becoming increasingly P 
common — there will always be the danger that the 
ploughing back of capital simply in order to increase 
the size and power of the company will be.given 
greater priority than will the maximization of earnin 
on capital employed. That is to say that it is possible 
to suspect that, provided the. level of earnings on total 
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capital does not fall below some modest critical level, 
a company's management may prefer higher turrcver 
and lower profits to a lower level of turnover vith 
higher profits. 

This is a danger that may well be exacerbated by 
the new corporation tax proposed by the Government, 
for managements will be able to support their schezr.es 
for self-aggrandisement by arguing that funds -zre 
better retained in the business, where they will be 
taxed only once, rather than distributed to shzre- 
holders where they will incur income tax and posa:bly 
surtax on top of the corporation tax. 

If some measures of disclosure were not com pul- 
sory, shareholders might find it very difficult to keep a 


. Check on the activities of management, with the 


result that their interests might come a poor sezoad 
when policy decisions were being made. Similarly, in 
addition to helping to prevent the exploitation of 
shareholders by management, compulsory дізсісе ге 


iua give shareholders some protection against being 


exploited by those with inside information, whether 
other shareholders, directors or managers. Ácrxt- 
tedly, compulsory disclosure can give little protection 
against thorough-going and premeditated fraud or 
misrepresentation (there are other laws designec to 
check such abuses), but it does limit the scope Zor 
casual profiteering by those who happen to be 'in the 
know’, though even fete its effectiveness is weakeoed 
by the delays and long intervals of silence permi-ted 
by the law as it stands today. 

These arguments may sound a bit like special p-eed- 
ing for the interests of investors, but it can alec be 
argued that investors’ requirements regarding cem- 
pulsory disclosure coincide with the overall раіс 


'y .interest, and this is perhaps the strongest part of the 


case for compulsory disclosure. From a broad econ nic 


‚ .Standpoint the main function of disclosure is to 


improve the efficiency of the capital market in allo-at- 
ing funds to the most profitable uses and this is 
desirable not simply because it will benefit indiv:cwal 
investors but because it will help to improve naticnal 
economic productivity. The vital nature of -his 
latter objective needs little emphasis from me at 
a time when the country is suffering from a chrcnic 
balance-of-payments crisis rooted in our failure to 
match the advances in productivity achieved by raany 
of our overseas competitors. If companies vere 
forced to reveal more about their profitability toan 
they do at present, investors seeking a good retirn 
on their funds would be able to rely less on haach 
and hearsay in making their selection of shares зла 
more on companies’ proven records; and there s a 
strong precum that the more information is mexle 
available, the more closely will the distributiar: of 
capital to companies through the market resemble 
the ideal distribution that might be made by an oxni- 
scient planner seeking to achieve a rapid improvercent 
in the overall productivity of capital If compam.es 
will not supply the necessary information of their cwn 
accord — and for one reason or another they cre 
frequently reluctant to do so despite strong pressure 
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from shareholders, stock exchanges and the financial 
Press - then there would appear to be a strong case 
for making disclosure obligetory in the name of the 
national economic interest. 


Arguments against Disclosure Refuted 
The most general argument against making it 
compulsory for companies to publish details about 
their profits experience and the value of their assets 
consists in an appeal to the principle of laissez-faire. 
According to the general doctrine of laissez-faire, ав 
expounded by political ecoromists in the early part 
of the nineteenth century, the public interest will be 
best served if individuals are left as free as possible to 
pursue their own self-interest. By the middle of the 
nineteenth century, when tlie foundations of company 
law were being laid, this doctrine had become part of 
the conventional wisdom of the age, and it was widely 
assumed that the decision about how much informa- 
tion to reveal to investors was, like other economic 
decisions, best left to the individuals concerned, 


"who were after all in the best position to weigh up the 


balance of advantage in each particular case. In 
ractice this meant that investors might sometimes 
Бе as starved of information ав is indicated by the 
following pronouncement which appeared in a report 
bythedirectorsof the Peninsularand Orient Coin 1847: 
‘On more occasions than one, the question has 
been mooted at the general meetings as to the publica- 
tion of the accounts of the company, and 
opinion has been expressed by the board, that the 
period had not arrived when it would be expedient 
to do so, and at the same time the proprietors have 
been informed that it was not considered for their 
interest that such a course should be pursued... . 
*Proprietors at a distance forming their opinion of 
the future position of the company from published 
accounts of past transactions could scarcely avoid 
arriving at erroneous conclusions . . . but the directors 
entertain the hope that the proprietors will rest 
content with the assurance that the establishment is 
carried on with every regard to economy consistent 
with efficiency. . . 2 У 
Such an attitude would not ђе tolerated by the 
contemporary shareholder, even if it were permitted 
by the law, and the principle of latssez-fatre is now 
sadly discredited as the basis for a political philosophy 
or economic ideology. Nevertheless, there still exist 
some directors who hanker after the old days and 
feel that even in a planned economy there should be 
some respect for the elementary freedom either to lay 
bare one's financial position or, if preferred, to 
shroud it from the public gaze in decent obscurity. 
But in this field of human activity, as in most others, 
complete freedom is out of the question and some 
system of checks and balance is essential if 'freedom' 
is not to degenerate into chaos. These checks and 
balances must often take the form of direct statutory 
regulations. If the privacy of companies is respected 
these regulations may have to be quite detailed and 


1 Quoted by Harold Rose in Disclosure in Company Accounts 
(Institute of Economic Affairs), 1963. 
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restricting in order to ensure that what people don’: 
know about really won't hurt them. 

However, if the principle of publicity is adopted, 
direct controls can be less restrictive and companies 
real freedom of action may in the long run be greater. 
It has often been said the long pre-eminence of the 
London eapital market in the international financial 
scene was largely due to the comparative absence of 
pettifogging restrictions that hemstring flexibility, 
stifle experimentation and generally hamper progress 
towards satisfying the constantly changing needs of 
international financiers and traders. But this freedom 
from restrictions was itself only ible because 
of the widespread adoption of the principle of public 
disclosure, coupled with a generally high standard of 
business morality. In the case of manufacturing 
companies the long-term benefits flowing from frank 
disclosure may be less spectacular, but they may still 
be quite substantial to the extent that disclosure 
diminishes the need for statutory regulation and helps 
to break down the suspicion and mistrust with which 
corporate enterprises are still regarded in certain 
quarters. 

Another argument against disclosure, this tims 
without any philosophical trappings and perhaps ell 
the more forceful for that, is simply that the publica- 
tion of information about a company's financial affairs 
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GROUP PROFIT AND LOSS ACCOUNT 
for the year ended March 31st, 1964 

















ооо 
Sales < 227,712 
Trading profit 29,735 
Investment income 7,395 
37,101 
Less Interest payable 3,742 
Profit before tax  .. a. 33,352 
Less Taxation н 5 15,748 
Minority interests | 1,029 
Attributable to Courtaulds Ltd  .. 16,532 
Less Preference dividends (less tax) 622 
Attributable to ordinary stockholders 15,950 
Appropriated as follows: 
rdinary dividends (less tax): 
Interim 1s per £1 unit on £79914 million 3,059 
Final as od per £1 unit on i +362 million 6,877 
, 9,935 
Profit retained 6,024. 


Trenstorred to capital general reserve by: 
Subsidiaries 5 
Courtaulds Limited 
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might help its business competitors. Companies 
making a single product feel particularly vulnerable, 
since in their accounts they are liable to give competi- 
tors an indication of their profit margins, whereas 
they will usually be unable to glean appropriate 
counter-intelligence from the accounts of rivals 
producing more than one product. 

The reply to this objection is twofold. A company’s 
competitors probably have a pretty good idea in 
any case about their rival’s costs, profit margins and 
so on. If this is not the case disclosure may admittedly 
be against the interests of a particular firm, but it 
may still be in the wider national interest. For instance, 
if a company is forced to reveal dn its accounts that it 
is managing to earn an unusually high rate of profit, 


E 


other firms will be attracted into the same field, ' 


bringing about a diversion of capital from less 
productive uses. Conversely, if its profits are shown 
to be unduly low, the company will find it more 
difficult to obtain funds — its cost of capital will rise 
and it will no longer be able to afford to allocate funds 
to relatively unremunerative projects. This is, in fact, 
another mechanism by which full disclosure con- 
tributes to a more efficient allocation of capital 
resources. 

A number of other objections that are commonly 
raised against detailed disclosure can be dismissed 


COURTAULDS LTD AND SUBSIDIARIES 


GROUP BALANCE SHEET 
March 31st, 1964 


£ooo 
Capital employed: 
Preference capital se T EN с 
Ordinary capital is ED AN .. 81,519 
Reserves .. as _76,802 
Relating to Courtaulds Ltd ss ae .. 176,883 
Minority Interests · а АГЫ .. 11,700 
Loan capital 48,033 
Future taxation 25,764. 
262,380 
Employment of capital: 
Land, Buildings, Plant and Petipeaent. ++ 139,794 
Courtaulds Investments Ltd  .. .. 36,150 
Trade and Other Investments .. _36,377 
Fixed assets x s "e .. 212,321 
Current assets: 
Stocks .. 52,103 
Debtors 43,102 
Deposits T. ale sis 2s Me 3,294. 
104,979 
Current liabilities: 
Creditors is 32,470 
Advance 2,145 
Overdraft . 3,722 
Provisions У 7,441 
Dividends . 9,142 
54,920 
Net current assets .. is .. .. — 80,059 
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| Appendix B 
UNILEVER LTD AND UNILEVER N.V. AND 
x THEIR SUBSIDIARIES 


SALIENT FIGURES 


£ million 
1963 1964. 
' Turnover .. .. 1,941 4 1,896:5 
. of which Sales to third parties me 1,534 1,4771 
| Profit before taxation 3 7 106-6 
, Taxation for the year 6o : 533 
Exceptional items s 
Consolidated net profit 5 589 5 51.8 
Ordinary dividends – net .. 15:8 
, Profit retained in the Бирев 33 E zo 
Capital employed .. ~ 7221 689-9 
Expenditure on ees assets — net 55°6 5I°0 
; Depreciation • В 36-1 337 
dividends — : gross: 
Limited — per 5s of capital 13'504 11764 
N.V. per FL 20 of capital Fl 3:8  Fl33c 


a Quite summarily. A very common objection is that 
the information disclosed is open to misinterpretation 

, and may therefore ‘mislead’ the public, but ths 
enc. ignores the fact that explanatory notes 

' can always be provided if this should! be considered 
' necessary to bring out the true significance of tke 
published figures. Another perennial argument 
against forcing a greater degree of disclosure is that 

, accounts might soon become too complicated fer 
' investors to understand; but such an objection hes 
| surely lost most of its force now that investors can 
' call upon the services of a growing body of investment 
analysts, financial journalists and other professional 

, advisers to help them in their interpretation of соп-- 
Yos accounts. Again it is sometimes contended that, 
where a company has suffered a temporary setback, 
full disclosure might damage a company’s credit 

' standing, to the d detriment of shareholders. Ths 
, argument is all right so far as it goes, but what about 
the interests of creditors and prospective shareholders 

~ especially if the setback does not turn out to ђе а 

purely temporary one? 

Leaving aside for the moment the claims of certaia 

_ types of company to be regarded as special cases, the 

~ general upshot of this discussion of the pros and cons 

i of compulsory disclosure would appear to be as 

, follows: 

' (i) investors have a real interest in more compul- 
sory discl osure; 

(ii) companies’ objections to compulsory dis- 
closure, though sometimes justified from their 
own point of view, are often greatly exaggerated 
or even completely карш; 

(iii) the public interest lies in the direction of fuller 

isclosure, since this makes for a more efficient 
allocation of economic resources by helping 


investors to channel their funds towards th= . 


better managed companies, and by helping 
companies to select the most rewarding lines 
of activity. 
' This last conclusion I would regard as the main 
. argument in favour of disclosure. 
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Special Cases 

If there is thus a general presumption in favour of 
compelling fairly full disclosure of balance sheet 
values and profit And loss figures, it may be asked why 
certain classes of company are allowed special treat- 
ment in this matter. Under the Companies Act, 1948, 
certain exemptions are given banks, discount houses 
and insurance companies; the Act also gives the 
Board of Ттаде power to add to this list if it appears 
to the Board to be desirable in the national interest, 
but the only class of company ae far prescribed is 
that of shipping companies engaged in international 
trade. These companies do n ve to distinguish 
in their balance sheets between reserves, provisions 
and liabilities, nor do they have to disclose transfers 
to and from reserves and provisions. This enables 
them to accumulate secret reserves and to smooth 
out year-to-year fluctuations in profits by undisclosed 
transfers to and from these reserves, but it also leads 
to distortions in both the balance sheet, where values 
can be grossly understated, and in the profit and 
loss account, where comparisons with the profits 
experience of other companies can be seriously 
blurred. 

In the case of the banks, discount houses and 
insurance companies one can point to two special 
features which distinguish them from most industrial 
and commercial concerns and which can be used to 
justify their privileged treatment. First, their business 
is essentially of a financial nature and depends for its 
success on the maintenance of clients’ confidence in 
the financial stability of the institution concerned. 
This provides the main justification for inner reserves, 
whose chief purpose is to cushion the impact on the 
balance sheet and profit and loss account of fluctua- 
tions in asset values and operating experience and 
80 to preserve the appearance at least of unshakable 
security and stability. Secondly, the assets of these 
companies consist mainly of financial securities, and 
they are financed only to a very limited extent by 
shareholders! funds, the corresponding liabilities 

ing almost entirely due to clie (depositors in the 
case of banks and policy-holders in the case of 
insurance companies). These two considerations ma 
perhaps excuse some degree of exemption from “full 
disclosure by banks and insurance companies, but 
whether the current extensive exemptions are alto- 
gether justified is very doubtful. 

Finally, as regards the exemptions granted to 
shipping companies engaged in international trade, 
the key word із ‘international’. These companies are 
competing mainly with overseas shipping lines, and 
these would be the main beneficiaries of fuller dis- 
closure of the financial affairs of the British companies. 
Therefore one can no longer argue that despite the 
damage suffeted by particular companies there will 
still be an improvement in national economic welfare, 
since in this argument it was implicity assumed that 
the beneficiaries would be other British undertakings. 


(To be concluded.) 
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July 3rd, 1965 


Weekly Notes | 


SCOTTISH INSTITUTE'S ЕХКАММАМОХ5 


HERE were 333 candidates for Part V o: the 

examinations of The Institute of Charred 
Accountants of Scotland held last May and 198 
(59:5 per cent) passed. 

The Institute's Gold Medal for the cancidate 
whose performance over Parts IV and V was the-most 
meritorious, was awarded jointly to Mr J. G. 
Archibald, of Edinb urgh, and Mr C. E. Monaghan, 
also of Edinburgh. Mr Ит Archibald and Mr Monzghan 
also achieved distinction for their performance in 


A. Parts IV and V. The Institute's Prize for the cmdi- 


date whose performance in Part V alone was the most 
meritorious was won by Mr Monaghan.  . 

The John Munn Ross Prize in respect of Paper I 
of Part V was won jointly by Mr Archibald ant Mr 
Monaghan. The J. C. Burleigh Prize for the success- 
ful London candidate whose performance in Fart V 
was the most (and aper ee wat won 
by Mr N. G. McGowan, of London. The Guchrie 
Prize for the woman candidate with the mos- and 
sufficiently meritorious performance was awarced to 
Miss V. A. Richards, of Edinburgh. 

A list of the successful candidates in Part V appears 
elsewhere in this issue. 


BANK LIABLE FOR COMPUTER ERROR 


HE failure of a computer to notice the fact nat a 

bank customer had crossed out the name о: one 
branch on a cheque and substituted another .ed to 
the bank being held on June 25th to be Џазје to 
credit the customer with £2,300, the amount X the 
cheque (Burnett v. Westminster Bank Ltd), reported 
in The Times of June 26th. 

The customer had had two accounts with the bank 
fora long time; one at its Borough branch and эпе at 
its Bromley branch. Wishing to draw a chequs for 
£2,300 on his account at the Bromley branca, the 
customer, on January 2204, 1965, altered the ceque 
form by substituting the name and address x the 
Bromley branch for those of the Borough b-anch. 
He duly initialled these alterations. In consecuence 


. of something which happened later he telephored the 


Bromley branch next morning and instructsd it 
not to pay the cheque, and stated the numb-r the 
cheque bore and that it was on a Borough form 
altered to Bromley. He confirmed this in a letter dated 
January 25th. However, the cheque passed through 
the clearing house to the Borough branch where it 
was paid on January 27th, and the amourt was 
debited to the customer in that account. The customer 
successfully sued the bank for a declaration tzat he 
was entitled to be recredited with the £2,300. 


. 
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The cheque book bore an instruction saying that 
-the cheques would be applied to the account for 
which they were prepared, and that customers were 
not to permit their use on any other account. After 
going through the clearing house via Coutts the 
cheque was sorted by hand to the bank and then went 
to the bank's central computer where it was read by 
an employee. Up to this point the cheque contained 
three of figures in magnetic ink showing 
(i) the number of the cheque, (ii) that it was a West- 
minster Bank cheque for its. Borough branch, and ` 
(iii) that it was the plaintifi's account at the Borough 
branch. At the computer centre a bank employee read 
the cheque and a fourth group of magnetic figures 
was added to show the amount drawn (£2,300). 
Simultaneously and automatically all four groups of 
figures were fed into magnetic tape and stored for 
application to the plaintiff's account at the Borough 
branch. This was because the bank's computer could 
not read the alterations, in ordinary ink, from Borough 
to Bromley. During a period of suspense the cheque 
itself was sent to Borough where date and signature 
were checked, and also the question whether there 
was sufficient in the account to meet the cheque. 
The period of suspense gives an opportunity to stop 
payment but if nothing is done then at the end of the 
period the computer automatically debits the account. 

The bank's defence was а denial that it had acted 
without authority; arguing that it was an express term 
of the contract that the customer would not use 
cheques of one branch to draw on another branch. 
It argued that although the Borough bank employees 
could have acted on the alteration they were under no 
obligation to the customer to do so. Mr Justice 
Mocatta rejected these arguments. He pointed out 
that the customer had been a customer since before 
the installation of a computer and before cheque 
books had contained printed instructions about 
confining cheques to one branch. The bank could not 
unilaterally alter the terms of their contract with 
the customer merely by printing the instruction on the 
cheque books. It might have been different if the 
first cheque book issued to the customer had con- 
tained such a notice. The ticket cases were not 
analogous since one did not expect to find on a cheque 
book the terms of the contract with the bank. 


COMPETITION FOR ROAD HAULIERS 


ARD on the heels of the Geddes report urging 
greater measure of competition and un- 
restricted entry to the industry came the initial report, 
on Monday, of the National Prices and Incomes 
Review Board recommending greater efficiency as a 
substitute for price increases, 

The Board's views were prompted by the recent 
recommendation of the Road Haulage Association to 
its members that their charges should be raised by 
5 per cent to meet recent increases in operating costs. 
The Board’s reaction is that the higher costs do not 
Warrant a still larger increase in charges and that it 
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should be possible for the road hauliers to offset such 
cost increases by greater efficiency. The Board's case 
for higher efficiency is based on the fact that current 
practices in industry are conducive to high costs. It 
pointa out that, on paper, the average working week 
for a driver is fifty-seven hours; much being just 
wasted time such as in waiting at the docks. Likewise, 
the raising of the speed limit to forty miles per hour 
last year merely meant greater inconvenience to 
other road users, more time-wasting for the drivers 

` and no improvement in operational efficiency for the 
industry. 

In short, the Board’s report recognizes the implica- 
tion that the higher prices are symptomatic of the 
structural defects of the industry. This is, of course, 
true of many industries and their labour forces. The 
real rub, as has been pointed out in these columns 
on many previous occasions, is who is going to tackle 
these deep-rooted problems. Mr Brown can hardly 
shift the entire responsibility — for example, for the 
elimination of the restrictive labour practices — on 
to the employers. The further developments should 
be interesting. 


BUILDING SOCIETIES REPORT 


URING 1964 the total assets of all building 
societies increased by £532 million to £4,863 
million. Subscriptions to share capital (£1,020 million) 
and advances on mortgages (£1,043 million) both 
exceeded {1,000 million for the first time. 
At the end of 1964 there were 5,284,000 share 
investors and 2,757,000 borrowers. The average share 


holding was £798 and the average mortgage debt 
£1,471. 
The details are contained in Part 5 of the report 


of the Chief Registrar of Friendly. Societies, Mr: 


S. D. Musson, published on Wednesday, which deals 
with the work of his department in relation to 
building societies and the business transacted by 
them during 1964. 

Rates of i iacent for all spcieties in 1964, calculated 
on mean balances at the g and end of the 


year, Were 3:50 per cent for shares and 6-16 per cent. 


for mortgages compared to 3:56 per cent and 6:27 
per cent, respectively, for 1963. 
A significant change, particularly among the larger 


societies, is shown in the composition of assets. At 


the end of 1963 the proportion of total assets held in 
cash and investments was 16°85 per cent and in 
mortgages 82:10 per cent. The corresponding 1964 
figures were 14-75 per cent and 84-15 per cent. 


STOCK EXCHANGE STATISTICS 


HE London marketing of the shares of American 
General Motors – the biggest industrial corpora- 
tion in the world – was largely the reason for a ‘new 
high' in the figure for the market value of securities 
quoted at the end of the London Stock Exchange's 
financial year on March 31st. The figure rose by ås 
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much ass А1313 million on the year to £75,154 
mill on, the inclusion of General Motors 
accounting for as much as £11,053 million of the 
increase. The nominal value of quoted securities 
increased by Алт million to /39,168 million. 
Taking General Motors out of the figures, the 
statistics — given in Statistics Relating to Securities 
Cuo?ed on d London Stock Exchange, published this 
week — show the down trend in security values over 
the -welve months. The nominal value of gilt-ed “ 
and foreign stocks quoted fell by £36 million 
rrarzet value was down by as much as £576 million. 
Oaly eleven out of thirty sections of company 


securities analysed showed an increase in market ` 


valus, the biggest rise being of £445 million to £1,818 
millon in South African mining shares. The market 
valu2 of oil shares, on the other hand, fell by £345 
trillion to £3,732 million. 

Stock-market turnover in terms of bargains 
recoded also fell, particularly in the second half of 
tke year. Overall, the number of recorded bargains 
fell by 496,436 to 3,345,749. _. . 

Since March, the erosion of business has continued, 
aad currently The Stock Exchange Officials List is 
shoving bargains well under the 10,000 a day level, 
which is usually regarded as the stock-market's 
*Flimsoll Line' under which the level of turnover 
becomes uneconomic in broad terms. Under current 
stocE-market conditions there must be stockbroking 
firms where the week's business does not cover 
operating costs. 


BALANCE OF PAYMENTS 


ZXCENTLY the Chancellor of the Exchequer 

ztated that the U.K. balance of payments had 
fundamentally improved. The new issue of Economic 
Terris, published this week, provides some evidence 
for the Chancellor's assertion. Reviewing the figure 
for the first quarter of 1965 it seems that there was 
an ircrease in the volume of exports which continued 
the improving trend in the latter part of 1964. 
Largely, no doubt, as the result of the import sur- 
ckarge, imports fell sharply in the first quarter of the 
current year and the deficit on visible account fell 
from {£127 millions in the fourth quarter of 1964 to 
£39 millions in the first quarter of 1965. 

The invisible balance improved slightly from £42 
million to £45 million in the first quarter and the 
result is that the seasonally adjusted balance on 
current account is estimated at £6 million surplus. 
Tais compares with a deficit balance in the first 
До сет of 1964 of 277 million. On the other hand, 

Ealance of long-term capital continued to reflect a 
heavy net outflow amounting to £9o million in the 
first quarter of this year. This was partly due to the 
fal in overseas direct investment in the U.K. Taking 
the current and long-term capital transactions to- 
gether there was an identified deficit of £97 million 
for the first quarter of 1965. 

In contrast with the improvement in the U.K. 


. 


T 


E ^ 
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balance during the past quarter, the latest availzble 
figures for the overseas sterling area balance of 
payment, ie. the last quarter of 1964, shows a de- 
terioration. In that period the net total of current and 
long-term capital transactions of the overseas ster ing 
area was in deficit by about £70 million. The reserves 
which had begun to fall in the first quarter contin лед 
to decline in the fourth quarter. 'T'he reasons for the 
deterioration in the overseas sterling area balance of 
payments is due to a continuous growth in imports 


This is My Life... 


by an Industrious Accountant 


: CHAPTER 283 


TE managing director summoned me to his 
room to discuss the problems associated with the 
installation of a computer. Admittedly there has Leen 
an enormous volume of talk about it in the last few 
months, all those who know least about such matters 
tending to make the most extravagant claims for its 
benefits, but we're far from the decision stage yet. 
We'd had a preliminary report from a big compater 
firm but we'd only scratched the surface so far. I 
briefed him carefully, waiting to learn his real 
interest. . 

You have to wait and watch with our M.D. He 
doesn't show his hand; he plays his cards close tc his 
chest. He queries and probes with coldly analytical 
detachment, without any trace of human warmth or 
good fellowship, relaxing only in occasional ironic 
witticisms, His business insight and judgement are 
remarkably keen, but he's either an intellectual snob 


or suffering from some inhibiting guilt comple= in. 


normal human relationships. 

*You envisage a significant reduction in office and 
accounts staff, presumably, as a set-off against the 
installation costs? he inquired casually. I brocded 
over this bit of platitudinous nonsense for a moment. 
Should I give it to him short and straight or let it 
develop? ‘No, not really,’ I told him. 'You'll never 
justify a computer by staff reduction in our lina of 
business.’ There was a short silence. ‘Indeed?’ he did 
a spot of eyebrow arching. "Definitely not, I told 
him. “The relatively minor reduction attainable in the 
salary bill bears no relation to the computer costs.' 
With normal people I'd just have referred to ‘saving 
a few measly quid', but one spontaneously rises to a 
superior conversational height with our M.D. 

t were you anticipating under this headiag?’ 
I asked him smoothly; a direct question which 
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coupled with a falling off in the prices of a number of 
important primary commodities. 

Although the Chancellor's views of the payments 
position may be justified by the more cheerful first 
quarter results, the fact is that the figures for both 
April and May have-been somewhat disappointing and 
the improved trend evident in the first quarter of the 
year has not recently been maintained. There is, in 
short, a long way yet to go before foreign opinion can 
feel assured about the future of sterling. 





seemed to be followed by a fall in the room tempera- 
ture. He indicated a general expectation of a small 
accounting staff, divided into perhaps three categories: 
juniors doing the routine assembling of data; the 
computer operators; and a select cadre of senior men 
on top-level work. Considerable economies should 
result, he would have thought. 

The assumption was -allacious, unfortunately, 
based as it was on a superficial assessment of office 
procedures. Since the enormous number of individual 
items of stock made full invoice take-over impractical, 
then savings in typing and. compting staff would be 
minimal, as we saw it at present. A computer would 
replace the punched-card section’s more sophisticated 
hardware, such as sorters and tabulators, and would 
expedite departmental calculations, etc., but the 
ultimate objective was much bigger. We needed to 
think ahead; to plan further. It was not so much a 
matter of improving presert procedures as to initiate 
new projects, the type of swift target-setting or 
forecasting-versus-actual stock controls that was 
impossible with present facilities. 

He listened carefully. His hope, he explained, was 
that the future infiltration of a number of trained 
graduates at senior level — experts in both operating 
and planning on higher concepts — would improve 
quality and reduce quantity. Тће M.D., be it said, 
being an engineer by profession, has sometimes 
suffered from the hallucina-ion that a graduate per se 
is automatically а master-mind. Not so, I assured him; 
to us veteran accountants-a zraduate is but a fledgling 
nearly ready to try his skill at our Final examination 
level. As for a computer, it was, after all, only an 
overgrown abacus. It wes the overall economic 
benefit that mattered, not Һе operational processes. 

‘Well, that clarifies the issue,’ said the M.D. 
inscrutably. ‘Needless to say, a graduate and a 
qualified accountant are synonymous in my term- 
inology. . . . 1 had in mind your heading a com- 
mittee to report by August... phase one to cover a 
review of ‘optimum poten-zial achievement. Submit 
me a list of names with salesmen and production 
people well.represented.' He smiled slightly. “They 
will act as counterbalances when revising your 
manpower estimates.’ 
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"Guest Keen 


RE are over forty pages of the Guest, Keen 

and Nettlefolds report, from which this week's 

reprint is taken. The accounts themselves are 

straightforward and the value of the report as a 
whole is in the additional information provided. 

In recent weeks this column has commented on 
the ten-year records now a fairly general feature of 
company reporting, with the suggestion that these 
should be something more than a recital of balance 
sheet and profit and loss account figures. In Guest 
Keen and Nettlefolds’ case shareholders are provided 
with two ten-year records. 

One is headed ‘Summarized Accounts 1955-64’ 
and provides what the heading indicates: a précis of 
balance sheet and profit and loss account figures over 
the past ten years. To many companies such a 
tabulation would be regarded as sufficient as a ten- 
year record, but there is a need for something more 
to put those figures in their true perspective. Guest 
Keen meets that requirement with ‘Financial 
Information 1955-64". 


Financial Information 

'This financial record opens with turnover followed 
by surplus on trading and then by the percentage 
of surplus to turnover. The next set of are 
total net assets ig ge pre-tax profit, and the 
percentage ratio of profit to net assets. 

The fourth view provided is equity interest, net 
profit attributable to ordinary shareholders, and 
the net profit as a percentage of the equity interest. 
Finally, there is ordinary capital detail showing the 
amount of ordinary stock in issue, the gross rate of 
ordinary dividend, the net cost of the dividend, its 
percentage relationship to the equity interest and, 
finally, the cover for the ordinary dividend. 

This information is жоры on the following 
pages by charts of turnover, net assets employed, 
surplus on trading, and capital expenditure. Also 

rovided are figures for the number of employees 
75,258 at home and 23,979 overseas), the number 
of stockholders — preference and ordinary — with a 
break-down of holdings by size, and also a bredkdown 
of ordinary stockholdings by category. Of the 68,069 
holders of ordinary stock, 65,025 are individuals 
with combined holdings of £37,473 of stock, 51-1 
per cent of the issued equity. 


QUEST, KEEN AND NETTLEFOLDS, LIMITED AND SUBSIDIARIES 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 


TURNOVER (excluding inter-group sales) 


SURPLUS ON TRADING 
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Deprectation charged £13,204,000 (1963—£12,086,000) 


see Nota 1 
INVESTMENT INCOME AND INTEREST RECEIVABLE 


Trade Investments 
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Profit retained attributable to the members 





Profit for the year before Taxation 


of Guest, Keen and Nettlefolds, Limited: 
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a ТА 
"ГНЕ Mecca company goes a long way, in its [8 = 
A. latest report, towards meeting the London Stocx 58 

change requirements on company reporting. Forthz $ á 
first time the company shows the source of its ў 8 

ings and reveals that 46-6 per cent of profits E 

came kam dance halls, 37:9 per cent from catering, $3 


77 per cent from bingo casinos and 7-8 per cert 
from other activities. 

Details of properties are more extensively provided 
this year, with detail of leasehold properties shown 
separately for those with an unexpired term of 
fifty years or more and those with less than fifty 
years unexpired. 'There is also detail of improvements 
tò rented properties оп a similar year-term basis. 

The joint chairmen, in their review, bring share- 
holders up to date with a statement that trading 
results in the first quarter ‘as disclosed by unaudited 

ccounts, and after all charges excluding taxation, 
, Show an increase of approximately £45,000 compared 
with the same period as last year’. 

The directors, however, have not as yet been 
able to bring themselves to the point of disclosing 
the company's turnover. Turnover by divisions, 
as well as profits, is something that might with 
advantage be considered a year hence. 


Stock Control 


TOCK control shortcomings in Thomas Whittaker 

Ltd, a wholly-owned subsidiary of Selincourt & Soas 

Ltd, bring comment from the subsidiary’s auditors and. 

from the chairman.of the parent company, Mr Harold 

~ Evans, В.С.А. A note to Selincourt’s accounts contains 

the auditors’ report on the subsidiary’s accounts in 

which the auditors state that they have not received. 

satisfactory explanations for the unforeseen decrease 

in stocks held in relation to increased turnover and the 
unforeseen decrease in the profit for the year. 

*As a consequence of this, and in the absence of = 
comprehensive system. of stock control’, the auditore 
state that they consider they 'cannot adequately 
satisfy themselves as to the accuracy of the figure о: 
stock at January 31st, 1965’. To the best of their 
knowledge and belief 'no useful purpose would be 
served by further extensive detailed examinations . . 
with a view to the verification of the figure’. 

Mr Evans, reporting to Selincourt shareholders 
says that although the directors are satisfied that the 
Whittaker accounts reflect the true position of tha. 
company 'an investigation is being conducted intc 
the apparent stock discrepancy. Arrangements heve 

do been made’, he says, ‘to strengthen the contra 
"eystems there and, until the board.is satisfied tha- 
the required standard of efficiency has been perm 
anently established, a close supervision will b- 
maintained by head office". 

In their rt, Selincourt’s auditors draw attentior 
to the report of the subsidiary’s auditors and quali 
their own report accordingly. 


GUEST, KEEN AND NETTLEFOLDS, LIMITED AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET 
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OUTSIDE SHAREHOLDERS INTERESTS IN 


SUBSIDIARIES 


1,859 


2,037 


TRADE INVESTMENTS (see Note 11) 


11,591 


12,110 


10,720 


11,529 


DEBENTURES (see Note 9) 
BEPERReD LIADILITIEG 


Overseas Taxation 


- 
A 
^ 
p 
о 


118 
16,525 


Сіваћ In Trade (eoo Мата 17) 


CURRENT ASSETS 
Debtors 


United Kingdyi income Tax 1965/66 


Taxation Equaltsation Accounts 
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(market value €16,548,000—1963 £4,355,000) 


Quoted {nvestments 
Tax Reserve Саг 





Bank and other Short Term Loans and Deposits 


Cash 








Superannuation Funds 


} Directors 


Signed on behalf of the Board 
KENNETH PEACOCK 
R. P. BROOKES 
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а! Dividend on Ordinary Stock 


dom Taxation 
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(secured £15,327,000—1963 £16,016,000) 
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The notes on page [22-3] form part of this Balance Sheet 


THE 











22 




















| # ? 
о E 
i 
$ зиоропрер Pasado хори ш кәл 
~ 
= 791'86 57819 x. 596) Arenuer рис 38 sto], 
e 
a "UL 1948 : (loz] 9254 әәж) роццзәл 3yos4 
= y _ swag; AIpuns лезо pus ачојзв ва eSuwipxa 
STE STE 000‘ ЕРУ jo enss| 905 ғрлемоз possjidogdds qunowy 
y 66b војвјржапа jo џојзерјлђу put әрз оз әпр зиешолој 
£94'06 068'55 » £96) Jequio»sc] qigc 3* ој 
0007 0007 
апочо АМУЧМОЗ 
ману 
5зАЧча$ач ANNA а 
„s a S965 Arenuer pug 
999'1 "419 ers? кс ke : зе SHO 
єн = tH = = (2 ofed әзз) 
pauna 3go4d 
U £ t £ = sway 
Kapuns 49430 pus 
SUOPepLsea oisi p 
4 rer} = e ver's aa 000‘F 417 Uofiodos: 
J зморјоцајчц5б opino 
w9! 000/865 13 
4f9Á OUI 20) Josue) 
901 FT E = == зору "ЕРЕ jo 
bake HIG ярівмоз 
E pusuisdaoddo лошу 
5 08 5 09 95) — so|7ejpisqns 
је uopspinbij 
: pur opes sseipun 
O . - оз ONP 5зиәшәлоў 
Q treet 1679 [7:42 o'si 90,2 £96) 1equie»eq az 
зз ој 
© ою 0007 0007 0007 0007 
<Ú уло. мопмапоѕ уау мому АМУ4НОО 
апоно "NOD NO плучамао човназа — 1NHuUVd 
O5NISIuV VWiniWaud 
пимаооэ 3HVHS 
$3AUBS3WU лучу 4 
всі 665, $96) Arenues pug зе spo]. 
= 007 5961 и! ponsa 000'Е7 3ujpnpouj (24035011 993 jo 340doy ооз) 
рәзїшү Хизашод supooujtug X e[[29[oud әчү 
4 jo [931980 олец jo ошйрыпа шо} uoj1eJepsuoo 3184 
[1644 = +964 eunf INST ploy 3upoop јегеџос) jenuuy за релојадв рәп] dag 
t98'8b 680% £96) 1одшезо] 4387, за изо}. 
0007 0007 
7205 у2015 
AUVNIQHO аоманазана 
HAILVINWNS 
GQuIH. 9% IWLIidWO FUWHS 9 


рирапоцуј зхолоәи оз soundy Ty 
[ 9214] S133HS вомулуа 


po = A 


suoponpep 3u9$24doJ әр uy sound} 


"(000 623 
— 2961) 000'083 оз резипошт sopejpjsqns s3) pus Аивішоо әцз јо t103]pny jo иориыдипшаш језој, 


NOILVYANNWAY SHOLIGNY $ 


. "(000'112—£961) 000'1 13 03 разипошт 110320. q 10W20} Jo 320d юл uj pus оз suojsuod '(O00'ECCJ—£96 b) 


Q00'&gC3 оз разипошт 2012941] SE 395/4493 10) (000'1€£7—E 


I) oo0'6z3 Sujpnpu] чәрлауруедпе 
ку pue Ausduro eus 49 pred pour] *spjojop3aN рив uooy 


Ng) jo £lo12eJ(C] jo єзиәшп[ошД 
SLNAWNNIOWA ,SHOLOSMIG p 


8; [114 sge sso; ешозиј Tupin2sa-uou пош әз] 
0 21; вале олпзџодор pus oreus jo sosuodxg 
98 8 во) зојрјвалб нр азиәшзвәли Yo uayu S3unoury 
60+ EEL виојву воз UO $n|d.ins кю] 
MUSUNFOAU] OPEL до изу ипошу 
8zc ladi HO u2111444 S3unours 559) 
s3ugsunseAu; резопо) jo uo[yetipioa uo snjdung 
61. 189 21904 snojAgJd jo voprexey snjding 
0007 0007 
£961 +963 SWILI IWNOLLdIOXS £ 


"копа yooq 
Ho unja побтраздор jo 3unours оуз pus бову рәх uo Jed ou3 јој воошвмојта ajde jede 
SOUCISHIP 993 UO uO[7EXS| poujojop Hussoudes s;unoooy џорвујепра uoj;mxw; Оз шордпыз Ou] 


*(000'041*C7— £961) 00002697 
ja запам пантери ANTAA пој зрела Tripp эту ср чегин wagsuj рацигу 46) ыц» оці 





























0£6'1) и 

658 ок squnossy uoj3usienb3 оорихе р оз зәршез у. 
но 8881 

£9S‘€ 9y9'» оооло 
9052 со x 

525, Lt JPY UOPwCeL ojqnoc] :2797 
bért S6UE XBL yod 
$УЕ'9 £99'8 хз] әшоой 
0007 0007 иморћиј у payun 
£961 7961 NOLLVXVL t 
9eo'tt аА) 

ғи 855°} . 39^4939 [mde оз possojsues |. 
во 90911 sony рохн jo U91312AA 
0007 0007 

£961 75961 


ai 
53953» рәхү jo 3502 |€uj2]10 OY? Yo ILM Оз ролјпбој 3817 jo ss95xo uj papjAoJd зилошв оу] 'Аоџош 
Jo 49: od 2ујтвцајпа po2npoJ әз зипозов ози} ox; s3youd 3sujs3s рә22жцо џојзвројдор 1103 ou 


NOILVIOSUdHO › 


pupsnour3 3sojeu оз soin3 [ју | 

[0с 9229] IN(Y1O22 V 5507 аму 1чоча aalvartosNo2 
SLNNODSV NO SALON 

SHIMVICGISANS аму aaliWrn 'залоза маам аму N33» 15400 


23 


ACCOUNTANT 


July 3rd, 1965 


iedo 


sojre]piyqns цол Ul fa[i3uno2 UJO uj o220j шу әле zaoutzjjuroj uo suopopasos ožueyoxg (н) 
'596 | A1enuep рис 38 2и!угы 


ofutq»xe JO возе: 942 38 Zu|[19018 оз роззодџоз LOO GARY 9|; uon» иЗ|әлоу и] тој ву PUB mossy Q 
тучамно Si 


096" sott 804 918 
627. £9t 507, £8) $993u*Jun3 Јоцзо put aveg 
toy 519 05} 05 зәлтцк оцып 
зо јој однова па оз z2upjtirspun 
685 438 ESE zsz SiuouisoAU| 
opan ujao jo jmd avys рој ил 
0007 0007 0007 0007 
E96) v96V £961 +96} : 
апоно ANVdHOO LNUHVd зашта VIT LNJONILNOD pi 


(000'00/"97—96/) 
рерроза зои та гер os suojuss озоці jsupe3" pore] 1292092 *(000'000'*73—t961) "ooo егэ 
оз nunows Gog, Kienue[ pug зе 2u|puwisjno рив pjeog әцз Aq peuorues опириоаха [Wide 


зчпламааха лучу EL 

опел ојдезу[еәз 39U рит 3300 JO змо 

9923 зв 696) A1enuw puz pus Egg} зодиооо 0 4287 38 pen[wA Apueisjsuoo ueeq sey әрк: uf 32035 
JAVUL NI ХЭО15 T} 


668"; о TEL са. en[ea yooq 3eu [mor 
68Е"% єз 049 959 9n[vA YOO IN 
EEE’ 89% ЕД, 916 Yo познім ипошу 
TLE 866't 907"; yis 3:05 
:pe3onbug 
2511 О" ift (t опјод зоо 
015 ous э 19 anea YOO, IN 
SZ 59 GL $9 YO џез] $3unoury 
585 5/5 18; [24] 305 
0007 0007 0007 0003 :резопю 
£961 96h £961 ¥964 
апоно ANVdWOO LINHUVd SINHMISHANI ваУ LL 
"троі 
Зиурегз ssuja3a рәЗгецо әле nuawasajdas Ing 3uouidinb3 [w19uos) uo рерікоз0 8] uopspoudop ом (А 
*suopaen[sa јвиојввојол9 sopreipisqns ueno 404 (2) 
\ "656 19900 үзү 


ја £t &102129J]] IJOY Aq тиоцзвпувл 993 ps6] Авр] WIZ} UO разјпбов sojusduioo [9933 92093 40 (8 
"әзер Iry 3€ зоп[вл YOO 39U OY /Е6 910jaq suopisinb5 404 (р, 
isapnpul Bossy рәх jo 3502, eu (11) 


— —— — 5 


So0's 8194 St 9to'8 
9024 806% 076 8787, 39945 eout[Eg jo озар зе 
UNJ оз 559] JO £Jt94 OG Q2]A^ #05697] 

667' он ва" 881° зогто 2007 
es 000 090 0003 e _S8urpying 
£961 596: мом 31503 pus par] piouesse] jo Еви (i) 
назизона АМУПМУГ -viodudaa 
4382 ЈУ put LV азіі 

ЗАЛУА 4008 LAN “NWNDOV 


P ZEE 


suoponpop juesardes кор uf толпа 


5961 Алепие[ рот 
эв eon[vA ооң зәм 


—— 0 — ee ee => 











#876 == == тв; St vu $96; Arsinut[ рит эв SOL 
uoz — a» 9080р E 99: уводпа 
909k — = о т 810; (0 озом 

Got) 1694 993 20) өйт) 
826 == ==: 796 t t реупбов sojusduio) 
197718 == I 918'89 SEPT O80} 2961 Jequie29Q 4287, зе #01 


1u0j3zj2e4de а рәзтүпшпзоүу 


— о о и ees ee 


696) Kentrep pug m smal 

















A верер N ен — 95 SLL ated o1 Фимпр peiejduroo 

mwys зоошдојоле 

91" ӯ, * HFT 8 979 spesodaiq 

РЕЗЕ ЕВ v tts'8 tse 156 әзпуриәахә pujde - 
ви“ = = 905" 5 188 pe4jnboe гојивашо5 

Е ; ~ ssuopnippv 

ВУ 9ЕЕ'В 66 sst's9) О 060'95 £964 


зеачјозо(] NgZ 38 #1830), 
(мојод (1) обв) 13809 
Ф 


^ өзчәшәлор (|) 


. 
ла SIdSSV азхы 0) 





red за 976} 139ү YIQE e10jeq 10 uo ојаешоорон 
(000'£7 jo звајези| pono Zujpnj»ul) 8//Е/6} 32015 Nez MENT 7919 
"реп (puertoz MON) "МО 
Ф Jed зт А|бАјазо $94 
| 846) Axenus[ 18} JO 576) Asenuty 35], 9J0joq Jo uo •јаешоором 
Rie Su ‚ые, 292$ rent Т) 
У: о 


*p37 ru iiL AA "use копа) 


uropSury резо epjseno sojuwduuos 47 Ы 


popup] *spjojsri3oN эр чәә у зәп 
Aq 3891930, pus jedpoujud оз se Ajsuonpuo»un реезивгепсу 
эчәо 19d £017 28 6761 KINT 2#} euojeq 40 uo 9jqeuieopo 
42025 әлпзџәдәс] oqusa poy. FS 

“pay ува uyor 
Jed 38 2861 Joquio2o(] IBLE eJ0J2q Јо uo e[qeuroopoy 
Sg/0g6 | 32015 esniusqeq 2519 

PH SAN g промо 
3422 10d бру 1€ 506} 19quie29(] 3112 9J0jeq 10 uo »]quuioepoy 
+8/0461 12055 әзлзчәдәср fr 

“P27 (FOfEAA uinos) SpjojopueN Busey еп — > 


3u62 Jed 2017 3* у86] Jequie»oc] 25: 9J0jeq 10 uo o[qeureopoy 
%8/046} 12935 Binauegeg Afr 
рут Kutduro) 19915 о 


0007 0007 | wop3ujy poun uj sojueduio 
£961 +% (pesnoes) банплманза 6 


азаминмоз 7 SLNOOOOV NO SALON 


* т 


TH 
24 ACCOUNTANT 


CITY NOTES 


TOCK EXCHANGE turnover has remainec 

dismally small but there are at least some minor 
indications of а tendency to support industria 
equities on a narrow and tentative basis at presently 
depressed prices. This is certainly more of a tendency 
than a trend, and stems from a small-investor view 
that although share prices may not prove to be at their 
lowest, they may prove near enough to it to make 
support on a medium-term basis worth consideration. 

There is little or no institutional support for the 
equity market and the institutions are still more 
inclined to concentrate attention on the continued 
flow of high coupon fixed interest stocks than on 
equities. Investment trusts which went liquid to a 
degree last autumn, show no real inclination to get 
back into the equity market. 

The apparent ruling out of an autumn general 
election may have жөн: Ж one point of uncertainty; 
but doubt still remains concerning short-term 
economic prospects and particularly concerning the 
autumn period of seasonal pressure on sterling. 
Furthermore, the severity of the restriction on credit 
and its effect on industry during a period of general 
uncertainty has yet to be shown. 

Jt will be surprising if the equity market shows 
any early move towards breaking out of the present 
‘bear’ movement, particularly while the same malaise 
is affecting world stock-markets and not only London. 


July 3rd, 1965 


Industrial and Commercial Finance Corpora- 
tion is raising new funds from its bank share- 
holders. The banks are subscribing for an issue of 
ве=зп and a half million I.C.F.C. Ordinary shares at 
307 а share, and the £11} million proceeds of the 
isg e will be used to reduce I.C.F.C.’s existing bank 
lozns of £8} million. In his recent report, Lord 
Sherfield, the chairman, emphasized the present and 
pozntial demand for the Corporation’s financing 
sermices to smaller and medium sized industrial 
companies. | 
+ + * * 
OT во many years ago, 60,000-ton oil tankers 
were talked of as being in the 'giant' size, Now 
the tanker shipping industry and the oil industry see 
tarxers of up to 250,000 tons carrying capacity, not 
merely as a possibility but as matter of fact within 
the next few years. Mr Basil Mavroleon, chairman 
anid managing director of London and Overseas- 
Freighters, recently commented that ships of this 
тура are relatively much cheaper to build and much 
cheaper to operate than smaller tankers, and the 
eff=t on companies operating smaller vessels is 


Ију to be considerable. 
N R MARTIN WILKINSON has been elected 
chairman of the London Stock Exchange 
Council and Mr R. C. Quirk has been re-elected a 
deputy chairman; Mr R. W. Gordon has also been 
elected a deputy chairman. Lord Ritchie, the retiring 
Cheirman of the Council, who did not offer himself 
for re-election as chairman, has been appointed a 
deputy chairman (supernumary). 


* * 


RATES AND PRICES 
Closing and quarter-end prices, Wecnesday, June 30th, 1965 
Tax Reserve Certificates: -ntesest rate 28.11.64 34% 


Bank Rate Money Rates 
Nov. 2, 1961 695 Jan. 3, 1963 4%  Darto day 44-58% Валк Bills 
Mar. 8, 1962 54%, Feb. 27, 1964 5% 5#% 2 months 536-69; 
Mar. 22, 1962 5% Nov. 23, 1964 7%, Fine Trade Bills 3 months 5141-695 
April 26, 1962 44% June 3, 1965 695 1 mons T% q monte 5 $% 
in. aa ез ae 
Treasury Bills Foreign Exchanges 
April23 £6 7: 11':97d% May 28 6 7s 334d% New York 2°79 Frankfurt 11'17% 
April 30 26 7s brood% June 4 5 таг 9:314) Мсмігеа] 3°02 Milan 1743 th 
7 6s a 574% June 11 5 125 o99d% Amsterdam 10:05 Oslo 19'907 
May 14. Я gs 5'694% June 18 5 115 9'574% Briesels 138:52 Paris 13:6 
May2t £6 5s: 6:984)  Juneas £5 тоз 10-0229) — Copenhagen 19:341 Zürich 12:10$ 
GilCedgei . 

Consols 4% 58ixd Funding 37 ae s .. 88 

Consols 24% s 37i Savings 39 | 84% 

Conversion 6% 1972 .. .. 981 Savings 3 A oe 73i 

Conversion 54% 1974. .. 90$ Savings 21 92$ 

Conversion 5% 1971  .. e^ gi T M 2008-12 83 

Conversion 34% 1969 898 Treasury 5% 86-89 79 

Conversion 34% 2 4 Treasury 34% 77-80 71 

Funding 54% 82-84 Е 6 reasury 34% 79-81 70 

Funding 4% 60-go gt} Treasury 23% .. 37 

Funding 34% 99—04  .. .. 560% . Victory 4% .. 97 

Funding 3% 66-68 55 .. 80% War Loan 34% 51d 
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LEASING SERVICE 


completely re-equips and modernises your 
office—with no capital expenditure (not even 
a deposit), no delay, and only the most . 
unobtrusive rental, carrying full tax relief. Dial 
FLE 8792 or visit your local Straker Bedser 
brahch—there are 33 in arid around London. 
The Straker Bedser Leasing Plan enables ycu 
to choose from a /imitless range of top '- 

‘I quality office machines and furniture 
‘(whatever-you want, we'll supply). Provides 
free advice on office planning by an 
established Consultant. Even helps you with 
carpets, curtains, decor. More and more 
companies are transforming their offices and 
conserving their capital through the Straker 
Bedser Leasing Plan. Look into it now. 









(DATA ГА PROCESSING is our business 
* whatever your problems, 
there is a good chance 5 


Punched Card Бри Service 
CONDUCTED ON A SER"ICE BUREAU BASIS 


AJAX CALCULATING SERVICE - 


LIMITED. SES У 


15 GREAT ST THOMAS APOSTLE 


LONDON EC4 





. Telephone CITy 6111-2 





Here is а union that gives the full security of £60,000,000 assets. 
Northern Rock uses to the fuli tha best characteristics of these 
long established Societies each of which is over 100 years old. 
Their combined resources. provide а more comprehensive 
nationwide service and added apportunities to give heipful 
advice. For saving, investing, or Гот» buying this union makes 
Northern Rock the Ideal Bullding Society. 


NORTHERN ROCK б" 


Chief Office: Market Street, Newzastle, Telephone: 28956 
London Office: 17 Conduit Strec-, W.1. Telephone: GRO 3863 
Branches or Agents tiroughout the U.K. 
AUTHORISED FOR INVESTMENTS BY TRUSTEES 
MEMBER OF THE SUILDING SOCIETIES ASSOCIATION 
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“Equal to £7 0s 44% where они rato tak payable) A 


“Transport и Їп | Income tax paid by те Society | 
-all for Contract Depreciation” 223/225 HOE STREET, LONDON E17 


Tel. COPpermill 7206/7 
. Contract Depreciation makes good sense, With CD you А 
can achieve а planned transport economy that Is virtually 18 Duke Street, Chelmsford, Essex. Tel. 55030 
-Impossible with ordinary fleet operation methods. You get та 10 St John's Street, Colchester. Tel. 71655 ` 
. new trucks every time, replaced before they become a llabil- M 
"Њу, so that your operating costs are reduced. These-costs MEMBER OF THE BUILDING SOCIETIES ASSOCIATION 
are accurately predictable weji In advance—you can tender for Shares and Deposits in this Society are Trustee Investments 


- contracts more competitively and with greater confidence, 
From the prestige standpolnt, Contract Depreciation gives 
your fleet maximum advertising value—your:trucks are 
‘always modern and well kept. 


Other major advantages of CD include :— 


.. € You бега! the tax reliefs with each new truck, including 
Н investment allowances. Em 


€ Unprofitable administration time fs greatly reduced. 

€ Reduced malntenance and repaire simplifies workshop А 5 А 

. -operation —fewer skilled (and scarce) mechanics and. . . FOR ALL PURPOSES 
smaller workspace necessary. Ў у 


Ф No disposal problema with old trucks. 
e 


CD has over 15 years successful history of continuous 

: вегуісе апа truck availability to meet all your 

requirements. Е арча RE EE 

GET ALL THE FACTS ON CD — send for our brochure STOCKTAKING CARRIED OUT ON 
“Contract Depreclation —the reasons why". ECONOMIC TERMS 


Ask your secretary to clip the coupon to your letterheading 
and post It — TODAY! 


Accountancy, Sale and Probate 


Resident Valuers in most parts of 


_ CONTRACT DEPRECIATION by || “беш 


) FORD & SLATER m qup usc iR 





= . RARBOROUGH ROAD SOUTH, LEICESTER + ноа LEICESTER 82321 Е 278-282 High Holborn, London WC1 
PIONEERS: OF THE LEYLAND-APPROVED ez Telephone HOLborn 7406-7 
VEHICLE CONTRACT OPERATING SCHEME- Tudor r treet Isall 
STILL THE MOST ECONOMICAL . uu eil 287. A 
D To: ie & eA LTD. Md ROAD ae к 1 Е 3 Cateaton Street, Manchester 3 
! Yes! Please sen i your brochure on Contra ергесја оп ! E Telephone Deansgate 6051 
| Mark for the attention o£... ees || р ENQUIRIES. INVITED 
| : 
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. of work in connection with stock control, payroll and. 


~ 


Electronics 
in the Office 


Computer Service for Ironmongers 
COMPUTER service, known as the British 


Ironmongers’ Accounting Service - (BIAS), de- 
signed to relieve i ironmongers and hardware merchants 


customers’ drders, was announced recently. 

The setting up of BIAS by Fletcher Computer 
Services Ltd, a subsidiary of the Fletcher Hardware 
. Group, of Birmingham, follows the recent purchase of 
a Burroughs B363 computer system. The computer is 
due to be installed in September. 

Any ironmonger or hardware merchant in the 
United Kingdom can subscribe to the service at a cost 
of about Дто a week depending on the extent of the 
service . But it will save some of the expense 
of having а heavy wages bill for office staff, and will 
save the one-man and small business hours of book 
work after the shop has closed. 

The subscriber will have installed in his office a 


paper tape punching machine, the cost of hire-purchas- 


ing being included in the £10, weekly charge. Daily or 
once a week he will put into the punch machine, using 
it in virtually the same way as a cash or adding machine, 
all relevant data on sales of various stock items, staff 
salaries, etc. He will send the punched tape by post to 
the BIAS centre in Birmingham where the tape will be 
processed through the main computer system and the 
processed figures will be dispatched to the customer 
by return. Thus the merchant's records will be kept 
completely up to date. 
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. The computer can ђе operated for twenty-four hours 
& day and each client, or subscriber, will require 
relatively little computer time. Since every one of the 
subscribers will be in the same line of business there 
can bė a considerable, amount of uniform programming. 


Major Data Procesaing System for G.P.O. 


HE EO eA '8 seven LEO 326 computers 

was recently installed at Charles House, Kensing- 
ton, London, where it is currently taking over from а 
LEO 3 data processing system, the production of six 
million telephone bills а yeaz, repayment of National 
Savings Certificates, preparing experimental route 
schedules -for mail vans, and analysing stores and 
equipment. The new system will also provide computer 


time for ће development cf the next stage in the 


G.P.O.’s automation plans im which all the data pro- 
cessing for telephone areas will be integrated on com- 
puters ~ from requests for пзуг lines and installations 
to a comprehensive accountirg system. 

Later this year a second computer is to be installed 
at Charles House and two more will be taken over by 
the Post Office Savings Department at Lytham St 
Annes, and by the G.P.O.’s computer and office 
services department at Stepney, London. ав ali 
seven of the computers are operating the С .P.O. will, 
it is claimed, be the pee commercial computer user 
in Europe. 


Used-computer бынан Formed 


OMPUTER RESALE BROKERS Ltd, a company 
formed to develop the »otential market for 
computers at home and overseas, is the first British 
company to specialize exclusively in trading in second- 

d serviceable computer equipment. Activities will 
cover the buying and selling of both complete com- 
mercial installations second-hand, and also of used 
peripheral devices. Formation of the company follows 
the establishment of similar activity in the U.S.A. in 


1964. and occurs at the same time as Japanese manu- 


P.L.A.’s New E.D.P. System 


A view cf the Port of London 
Authority’: 1.С.Т. 1500 computer at 
St Katharine Dock House, London. 
The comp-iter replaces a previous 
installation. and can cope with the 
work in ore-third of the time. The 
new system is dealing with the 
payroll of 13,000 people, costing and 
stores accounting. Records of all the. 
Authority's capital assets are also 
kept on the computer as well as the 
calculation of depreciation both on 
the historic cost basis and the 
replacemert cost system. Beyond 
this, the P.L.A. are working on 
far-reachinz plans to place goods 
documentation in the docks on the 
computer — plans which are believed 
to be mere comprehensive and 
advanced -han those of any other 
port organ zation in the world. 
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facturers are investigating the establishment of .a 
second-hand computer market in Japan. 

The company will offer complete systems with a 
reliable work capability for many more years from as 
low as 15 per cent of their initial cost, thus bringing 
computing facilities within reach of smaller businesses 
and educational and research establishments. 


Computer for Assurance Company 


FTER some years’ experience in computez 
applications through its branches in the United 
States and Canada, the Sun Life Assurance Company 
of Canada has 'recently installed an NCR 315 
computer system in its London offices. 
The entire accounting and actuarial operations of 
the company’s United Kingdom division are to be 
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transferred to the new system in four phases. 
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A record of all policies in force will be held on: 


magnetic tape in policy number order. It is intended 
to update this file daily with input prepared on 


NZR Class 32 input preparation equipment. 'Two' 


CRAM (Card Random Access Memory) units are 
used for input processing and preparation of data 
fo- output after extraction from the policy information 
fils 


After the computer is installed, there will be three 
months of intensive program testing and from Sep- 
tember it is hoped to employ the computer simul- 
taneously with the existing punched-card installation. 
Br the end of the year, the system should be handling 
th» entire first phase of the chahgeover to electronic 
data processing when work on the subsequent phases 
wall be undertaken. 





Correspondence 


The Editor does not necessarily agree with, or hold himself 
responsible for, the opinions expressed. 


Purchase Tax – Concessionary Relief 


Sir, ~ The Commissioners of Customs and Excise, 
by concession, waive the right to receive purchase tax 
on debts for goods subject to purchase tax, when 
such debts eventually prove to be bad. 

'The salesman of a company for which we act, 
misappropriated goods which were subject to pur- 
chase tax, sold them privately and retained tha 
moneys for his own use. It has not been possible тэ 
recover from him any of the proceeds of sale of th 
misappropriated goods, but the Commissioners of 
Customs and Excise refuse to grant concessionary 
relief from purchase tax to our clients. The experience 
of other practitioners in similar cases would bə 
appreciated. 


Yours faithfully, 
Bacup, Lancashire. J. H. LORD & CO. 
Whither the LM.T.A.? 


Sir, ~ Your issue of May 8th in which you comment 
editorially upon my report, *Recruitment and training 
for the I.M.T.A.’, has recently been brought to my 
attention. I hope you will permit me a reply becaus2 
your editorial is somewhat ambiguous and mors 
than a little arrogant. 

My report may well be 'curious' – І don't know 
whether this word is used in a criticat sense — but 
unusualness is not a fault if the report serves its 
purpose of encouraging a fresh approach to an acute 
problem facing the I.M.T.A. and, indeed, the whole 
accounting profession. If you think that my repart 
will not assist this objective, or if you think no new 


approach is needed, you should be able to say so. 


clearly. 

Why, I wonder, should you find it unusual that 
my report should express my views when that is 
what the I.M.T.A. asked me to do? Why is it un- 
usual that my steering committee did not regard 
themselves as a board of censors? What, finally, is 
peculiar about the way in which I informed myself 
or the problems facing the I.M.T.A.? 

You also say that the proposals in my report must 
be regarded as suspect to the extent that they are 
based on fallacious assumptions. As a general state- 
ment this observation is a truism, but what are those 
assumptions? You mention only one and one, further- 
more, which is not central to any of the proposals put 
forward in the report. Even if Аш ээк ond. account- 


= 


arts, other than those in the І.М.Т.А., are more 


incerested in the public sector than I have suggested, 
hcw does this affect my recommendations? 

But, of course, I do not accept that my statement 
that the accountants' organizations other than the 
I.M.T.A. are concerned almost exclusively with the 
private sector of the economy is wrong. That state- 
ment was made in the context of a discussion of the 
rales of the several accountants’ organizations. I 
don't know of any memorable contribution to local 
gcvernment finance by the Institute of Chartered 
Accountants, however well some members of that 
Irstitute may fulfill their duties as municipal auditors. 
Tae Accountants Joint Parliamentary Committee, on 
ycur own admission, is nothing more than a lobby. 
To be consistent you should also challenge my 
remarks on the LC.W.A. because I am sure there 
must be some members of that organization doing 
auditing or other work instead of cost accounting. In 
skort, when discussing these professional bodies the 


` fact that some of their members work outside the field 


ofthe organization's principal function is as irrelevant 


ag the fact that some of the members of the 1.M.T.A. 


work in the private sector of the economy. 

I suppose if I had said that the state of Caribbean 
agriculture was not a burning topic in Moorgate 
Piace, you would have said this would not be so if 
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there was a chartered accountant growing bananas in 
Costa Rica. 
My chief objection to your editorial is not its 
petulant and irrelevant carping, however. It геаП- is 
outrageous for you to say that the ‘financial adminst- 
rator’ which I urge the I.M.T.A. to develop will be 
nothing more than the present chartered accountant. 
I have met too many chartered accountants, botk in 
my country and yours, to wish for that. Thece is 


.quite a lot of evidence, much of it in your own 


columns, that the Institutes of Chartered Accountants 
are not producing the financial administrator type of 
accountant which the modern world is demandrag. 
This deficiency has even been recognized, belatedly 


- and half-heartedly, by the chartered accountants 


=> to the chartered accountant – the point is that this 


themselves. How else do you explain the recent 
establishment of a joint post-qualifying trat 

scheme with two of the other accountancy bodies? 
I.M.T.A. already produces an accountant equal 


standard is not high enough. There is reason to th nk 
that the chartered accountants in your country have 
adopted the post-qualifying scheme because this will 
allow thefn to retain the benefits of the present 
articling system. The I.M. T.A., fortunately, does not 
have this ‘sacred cow’ (nor the interest in maintain 

a supply of cheap labour) and will not, I hope, zeel 
compelied to adopt such a second-best solution. 

As a chartered accountant who served a five-year 
term of articles I think I recognize the value of taat 
form of training for some purposes. Unlike you, 
however, I can see that, in the world in whick -he 
accountant of the future will have to function. -he 
articling system is doomed because it was designed 


for an era that has almost disappeared. You do 


accountants no service by suggesting that they can 
safely close their eyes to the obvious. 

Your misplaced loyalty to the chartered acccunt- 
ants leads you to the absurd conclusion that lccal 
government in Britain can avoid the cost of develap-ng 
its own financial administrators by seeking to attzact 
the already trained ‘professionally qualified accountazt’. 
You should have the courage to say ‘chartered 
accountant' here because this is what you obviovsly 
mean. The trouble with this idea is that the average 
chartered accountant (and I am one of them) is лог 
in fact professionally qualified, in the modern seanse 
of that term, even by present I.M.'T. A. standards. 

Impractical exhortations such as yours will not 
enlarge the market for the services of chartered 
accountants – they must do this themselves. Trey 
seem reluctant to admit that they have left thiags 
dangerously late. 

Yours truly, 
ROBERT W. V. DICKERSON, 
PH.D., B.COM., LL.B., C.A.(CAN.) 
Ottawa 4, Canada. 


[While we have nothing to add to our first leading 
article of May 8th, we are pleased to extend -he 
courtesy of our columns to the publication of Dr 
Dickerson's observations. — Editor.]: 
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A Plan for Accountancy Education 


Sm, - In writing upon the above subject in the issue 
of The Accountant of June igth (page 833), Mr 
Kenneth S. Most makes the sweeping assertion that 
‘the legal work of the company secretary has become 
practically exclusive to acccuntants, only the most 
complex aspects being reserved for lawyers’. 

It would appear that Mr Most has either over- 
looked the existence of 38,000 members of the two 
large examining bodies which confer the long estab- 
lished qualifications in professional secretaryship, or 
he postulates that company ір is the 
preserve of accountants. Scrutiny of the published 
lists of members of the two secretarial bodies, which 
show the company secretarvships held by qualified 
secretaries, of the Stock Exchange Official Year Book, 
which shows the secretaryships of public companies 
held by qualified secretaries, and of the respective 
examinations syllabi of the accountancy and secre- 
tarial bodies, showing the undeniable study bias of 
law subjects by the latter compared with the former, 
would show that Mr Most has been more than a 
little extravagant in his clair that ‘the legal work of 
the company secretary bas become practically 
exclusive to accountants’. 

Yotrs faithfully, 
F. H. J. WILEMAN, Secretary, 
‘Tue CORPORATION OF SECRETARIES, 
London Wr. 


The Accountancy Technician 

Sm, – In his far-sighted article ‘A plan for account- 
ancy education’ (June 19th and 26th issues) Mr 
Kenneth Most has, without presumably realizing it, 
described in almost identical detail the role which 
The Institute of Book-keepers has been playing 
within the commercial sphere for no less than the past 
half-century. 

Although in its formative years the Institute 
examined only in book-keeping, the syllabus was 
subsequently widened to keep abreast of eeu 
requirements, and the latest revision, which too 
effect from the recent mid-summer examinations, 
includes, inter alia, the subjects which Mr Most claims 
are the basic essentials for his proposed ‘accounting 
technician’ grade, namely, book-keeping and ac- 
counts, commercial arithmetic, commercial law, 
economics, costing and company law. 

The Institute of Book-keepers already enjoys a 
fair measure of representation within the accountancy 
profession and I have no doubt that my Council 
would be fully prepared to give the fullest considera- 
tion to any formal proposals that might be put 
forward with a view to implementing the suggestion 
of your learned contributor. | : 

Yours faithfully, 
D. W..BRADLEY, Secretary, 
з Tuer INSTITUTE OF BOOK-KEEPERS. 
- London №6. ard 
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Notes and Notices 


THE ACCOUNTANT 
Index to Vol. CLII: January – June 1965 


The general index to Vol. CLII – January to June 
1965 — is published with the present issue. 'T'he parts 
of this volume, with the index, can now be sent for 
binding. 


PROFESSIONAL NOTICES 


Messrs ALLIoTT, MAKEPEACE & Co, Chartered Azs- 
countants, of Portland House, 73 Bei Basinghall Street, 
London ЕС2 and Messrs ALFRED LABAN , Son & Сә, 
Chartered Accountants, of 25-27 Oxford Street, 
London Wi and 310A Station Road, Harrow, Middlesex 
announce that they have merged their practices. The 
new firm will be carried on from the present addresses 
under the style of ALLIOTT, VERNON SMITH & Co, 
the partners in which will be Messrs E. D. МАКЕРЕАСЕ, 
RCA, С. R. A. WixrEgY, F.c.a., С. Н. P. LABAN, 
Е.С.А., Н. E. С. WRIGHT, F.c.a., M. A. LAMBERT, 
A.C.A., D. P. FAUTLEY, a.c.a., and D. J. WHITTAKER, 
aca. Mr L. VERNON SMITH, F.C.A., lately senior 
partner in ALFRED LABAN, Son & Co, will continue 
with the new firm as consultant. 

Messrs CUNNINGHAM, PRIESTLEY & Co, Chartered 
Accountants, of 33 Wilkinson Street, Sheffield ro, 
announce that they have acquired on hia retirement, 
as from July ist, 1965, the practice of Mr HAROLD 
HOLMAN, F.C.A. (HOLMAN & Co), of 19 Figtree Lane, 
Sheffield 1. 

Mr Т. С. Davies, Р.С.А., of Liverpool, who is 
practising as Носн Jones & Lewis, announces that 
he has been joined in partnership by the partners of 
Messrs Louis NicHOLAS & Co, of Liverpool, and that 
from July rst the practice will continue to be carried 
on under the style of Нисн Jones & Lewis, at 19 
Castle Street, Liverpool 2. 

Messrs Бат ко, Burns & Co, Chartered Account- 
ants, announce that on July ist, 1965, Mr M. W. 
BURNS, F.c.a., and Mr А. J. GOLDING, F.C.A., retired 
from the practice. Mr L. ЕТАТКО, F.C.A., will continue 
to practice under the style of Етатжо, Burns & Co, 
at 202-204 Bishopsgate, London EC2, and Mr M. W/. 
Burns, r.C.4., and Mr A. J. GOLDING, F.c.a., will 
practise from the same address under the style of 
Lennox, GorpiNG & Borns. The telephone number 
of both practices will remain unaltered: 

Messrs GALE & PARTNERS, Chartered Accountants, 
of Imperial Court, Basil Street, Knightsbridge, 
London SW3, announce that Mr J. D. CHRISTE, 
A.C.A., Was admitted into partnership on July вё, 1965. 

Mr Jonn H. Gazz, Chartered Accountant, and Mr 
J. V. Hopczs, Certified Accountant, announce the 
formation of a partnership under the aoe of Gara, 
Норсез & Co on July rst, 1965. practice is 
being conducted from Imperial Sur asil Street, 
Бан пива London SW3, telephone Knightsbridge 
5228. 

Mr Hanorp HOLMAN, F.C.4., practising as HOLMAN 
& -Co, Chartered Accountants, of 19 Figtree Lane, 
Sheffield т, announces that he has retired as from 


July rst, 1965, and that his practice has been acquired 
br Messrs CUNNINGHAM, PRIESTLEY & Co, Chartered 


Accountants, of 33 Wilkinson Street, Sheffield xo. 


Messrs LAYTON-BENNETT, BILLINGHAM & Co, of 
22 Blomfield Street, London Wall, London EC2, 
arnounce that Mr Rocer Warp LILLEY, A.C.A., who 
hes been-a member of their staff for some years, has 
been admitted as a partner in the firm as from July 
Ist, 1965. 


“Messrs Lever, Lawrence & Со, Chartered , 


Accountants, of go-91 High Holborn, London WCz, 
arnounce that as from July rst, 1965, they have 
acmitted into partnership Mr L. B. Соомвз, LL.B., 
AZA. 


Messrs: Louis NicHoLAs & Co, Chartered Account-—f., 


arts, of Liverpool, announce that with effect from 
July ist, they have formed an association with Mr 
Т С. Daves, F.c.a., who is in practice in Liverpool, 
urder the firm name of HucuH Јомиз & Lewis. The 
practice will continue to be carried on undef the latter 
пете from the offices of Louis NicHoLas & Co, 
тс Castle Street, Liverpool 2. 

“Messrs Prick WaTERHOUSE & Co (European firms) 
arnounce the retirement on June 3oth, 1965, of Mr 
W. P. EanLEY and the admission to partnership of the 
folowing members of their staff: Mr С. E. P. Grerin, 
in all the European firms; Messrs L. T. CALvELLI- 
Аровмо and Н. B. ManKkcs in the German firm; Mr 
W. D. Соскзнотт in the Portuguese firm and Mr С.Н. 
West in the Spanish firm. 

“Messrs Prick WarERHOUSE & Co (Japan) announce 


tha retirement of Mr E. J. V. Hurt and the admission to: 


the partnership of Mr Jonn W. Grouper, Mr J. 
Horicucur and Мг К. L. Muran. Mr Нотт will 
continue to practise under his own name and his address 
is Suite 429 Sanshin Building, то l-chome Yuraku-cho, 
Chiyoda-Ku, Tokyo. 

Messrs Raypar, Davpa & Co, Chartered Account- 
ants, of London, Dar-es-Salaam, Arusha and Lindi 
announce the opening of an office at Chancery Lane, 
Nar Moshi Pharmacy, Р.О. Box 853, Moshi, Tanzania. 


Messrs Rosson, Morrow & Co, announce that 
Mr Јонм BULLOCK, A.C.A., F.C.W.A., A.L.M.C., who is a 
member of their ‘staff, has been. admitted to the 
partnership as from July 18t, 1965. 

Messrs RicHanps, Russam & Co, Chartered Ac- 
cointants, of 2 Manor Row, Bradford, Yorkshire, 
announce that Mr Јонм RADCLIFFE, A.C.A. has been 
admitted into the partnership from July ret, 1965. 
The name of the firm remains unchanged. 

Messrs J. L. Simpson & Co, Chartered Accountants, 
announce that Mr J. L. SIMPSON, F.C.A., has retired 
from the Bradford practice but is remaining in a 
consultative capacity. Mr M. Вемрто, F.c.a., has taken 
Mr Davi» WORGER, A.C.A., into partnership 
and the firm will in future be known as SIMPSON, 
Вемрто & Co. 


“Messrs CHARLES TayLor & Son, Chartered 
Accountants, of 186 Hammersmith Road, London 
W5, announce that Mr N. B. DALY, F.c.a., has been 


i 


r 
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плава a artnet Шербай сиве fu 
July 1st, 1965. · 

Messrs THORNTON Baker & Co, Chartered Ac- 
countants, and Messrs B. Озгкм & Co, Char-ered 
Accountants, of 18 Baldwin Street, Bristol, jcintly 
announce a fusion of their interests with effect from 
July rst, 1965. 

Messrs ‘THORNTON Bager & Co, Chartered Ac- 
countants, announce that the following have bere 
admitted to partnership on July ist, 1965: 
Совром Murray Hope, A.C.A. (Liverpool); M: 
ANTHONY BRADLEY CANNZAUX, A.C.A. (Worthing); 
Mr FnEDERICK Jonn Downey, A.C.A. (Brighton) and 
Mr STUART NICHOLSON GORDON, A.C.A. (Leicester). 

Messes THORNTON Baker & Со (Manchester), 
Chartered Accountants, and Messrs W. Botton & Co, 
Chartered ‘Accountants, announce that Mr W. 
CLIFFORD BOLTON, F.C.A., has retired after forty-four 
years in practice. He will continue to be available to 
the firms in a consultative capacity. 

Messrs WHEAWILL & SupwortTH, Chartered Ac- 


countants, of 35 Westgate, Huddersfield, anncunce ` 


that as from July 1st, 1965, Mr Jonn D. BARNES, MLA., 
ACA, Mr Олу J. HL, A.C.A., and Mr Јонч D. 
LLOYD, A.C.A., have been admitted as partners at their 
Huddersfteld office. 


Appointments 
Mr E. M. Kevehazi, Е.С.А., has been appointed а 
director of Neolith Ltd. 

Mr E. 5. Moore, А.С.А., has been appointed secretary 
of Metalrax (Holdings) Ltd. 

Mr George Prentice, Е.С.А., has been appainted 
director of finance of the City and Guilds of London 
"Institute. 

Mr B. A. Ridley, ғ.с.л., has been appainted 
managing director of British Roadrailer Services. Ltd. 

Mr J. Shannon, F.c.1.8., F.C.W.A., has been appainted 


` secretary of Truscon Ltd, while continuing as the com- 


pany's chief accountant. 
Mr К. J. Silver, A.C.A., has been appointed secretary 


“and chief accountant of J. С. Statter (MI Group) of 
Amersham. i 


Mr Alexander D. Stark, C.A., has been appainted 


.secretary of Charles Roberts & Со Ltd, in succession to 


Mr Leslie Barron, F.c.a., who has retired. 

Mr J. А. Walton, F.c.a., has been appointed secretary 
and chief accountant of The Astley Industrial Trust 
Ltd. 

Mr Robert Charles Wickenden, Е;С.А., has been 
appointed a director of Alfred Dunhill Ltd. 


IN PARLIAMENT 
` Works of Art: Valuation | 
Mr RAMSDEN asked the Chancellor of the Exchequer 
if he will give details of the appeal machinery ahd the 
machinery for settling disputes between valuers of 
works of art over valuation for tax purposes;-and on 


how many occasions in each of the last буе years such. D 


machinery has been used. 

Mr MacDznMor: The valuation of works of art for 
the purposes of assessment to estate duty is a matter for 
negotiation between the Estate Duty Office and the 
executors or other accountable persons; in the absence 
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M TET Аи 
under section ro, Finance Act, 1894. Where works of 
art are offered in satisfaction of estate duty, the question 
of the value at which they are to be , may 
similarly be referred to an independent panel. ‘There 
has been no appeal of either kind within the last five 


Hansard, June 25th, 1965. Written answers, col. 282. 


Duties and Taxes: Increased Revenue 


Mr McMaster asked the Chancellor of the Exchequer 
how much extra revenue he expects to receive in each 
of the next three financial years as a result of the 
increases in duties and taxes introduced in this year's 
Finance Bill. 

Tue CHANCELLOR or THE ExcHEQUER (Mr James 
CALLAGHAN): At current levels of income and expendi- 
ture the yield of the measures in the Finance Bill із 
estimated at {£164 million in 1965-66, and about 
£220 million in 1966-67 and £250 million in 1967-68. 

Hansard, June 22nd, 1965. Oral answers, col. 1440. 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


South-west Essex Group Formed . 


А new group for the South-west Essex area of the 
London and District Society of Chartered Accountants 
was formally inaugurated at a meeting of thirty-six 
interested’ members of The Institute of Chartered 
Accountants in England and Wales on June 16th, 

A practising member who initiated the idea spoke 
to the meeting and indicated that a local group was 
probably the only means of overcoming the many 
individual problems which members in the area faced; 
whilst some -of the problems were relevant to all 
accountants, others were to the area covered 
by the group. Mr H. Gordon Smith, r.c.a., 
of the London and District Society, addressed the 
meeting indicating that the formation of groups was 
worth while and was encouraged both by the Society 
and the Institute. 

The Chairman, Mr M. A. Wren, F.c.a., and the 

, Mr A. А. Stewart, Е.С.А., of the Southend- 
on-Sea Group of Chartered Accountants, attended the 
meeting and spoke of the benefits which have been 
derived by members in their area. 

'The following were elected officers of the new group 


Mr MI Р. у. Leigh, J.P., Р.С.А. 

Vice-Chairman: Мт C. Н. I. Chown, F.C.A. 
. Hon. Treasurer: Mr'J. D. Tabor, A.C.A. 

Hon. Secretary: Mr D. E. Heady, a.c.a., 187A South 

Street, Romford, Essex. 

In addition to the officers, a committee of five was 
appointed. ; ; 

]t was agreed that meetings would 5 held on the 
first working day in each month , commencing on 
October 1st and a varied programme is being arranged 
by the committee. The group is at present based at 
Romford and covers the area taking in Hornchurch, 


Ilford, Loughton, Epping, 
Brentwood and Grays. 
A group can only flourish and bé of benefit tó 


members if they are alive to its possibilities and it 
. receives their support. Тће committee of the South- 


west Essex Group will therefore welcome the views 
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and suggestions of members of the Institute working 
or residing in the area, and any such members who 
may not already have received direct notification of the 
group's formation are invited to communicate with the 
Hon, Secretary at 1874 South Beet Romford, es 
telephone Romford 44728. | 


"THE ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP 


The monthly meeting for Bible reading and prayer 
will be held at 1 p.m. on Monday next, July 5th, in the 
vestry of St Mary Woolnoth Church, King William 
Street, London EC3. The scripture for reading and 
thought will be Psalm 1, verses 1 to 3. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
Technical Advisory Committee 


The 140th meeting of the Committee was held in the 
Council Chamber at City House, 56-66 Goswell Road, 
London ЕСт, on Thursday, June 24th, 1965, at 2 p.m. 
` Present: Mr S. Kitchen (in the Chain, Messrs F. W. 
Allaway, G. L. Aspell, T.D., D.L. A. Burton, P. J. 
Cevanna, M. A. Chariton, L. H, Clak P. G. Craven, T.D., 
S. Ed cambe, uos "uc ЕУ N. Cassleton Nx A. ~ 


G. pos: H. G. 


- C. 
and A. H. Walton, with Mr G. A. Slator, Acting. Secretary 
to the Committee. 


The late Mr N. B. Hart, O.B.E., T.D., D.L., M.A., 
LL. B., F.C.A. 
"The Chairmen reported with deep regret the death on 
May roth, 1965, of Mr N. B. Hart, a member of the 
Committee from 1950-61 and subsequently a co-opted 
member of the Taxation and other subcommittees. 


Membership of the Committee 
It was reported that Mr H. Kirton (Northern) had 
tendered his resignation from membership of the 
Committee with effect from June 30th, 1965. On behalf 


It was also reported that the Northern Society had 
nominated Mr N. J. Edwards, a.c.a., Commercial 
Manager and Local Director, Vickers-Armstrong 
gineers) Ltd, Elswick, Newcastle upon Tyne, to 
the vacancy caused by the resignation of Mr Kirton. 


Subcommittees 
Reports of progress were received from the various 
subcommittees. : 
It was reported that a memorandum on the Finance 
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B ll, 1965, ма. been prepared by the sation Sub- 
ccmmittee and su ently an amended memo- 
randum had been sent to the Chancellor of the Ex- 
ckéquer on Мау 21зї, 1965. 

. Nominations were approved i in карен of three ; new 
scbcommittees. | 


Future Meetings 
It was noted that meetings of the Committee will be 
held on Tuesday, September 21st, 1965, Wednesday, 
о 27th, 1965, and Thursday, December oth, 
1C65. 


Members’ Library 
T3e Librarian reports that among the books and papers 
acquired by the Institute й in recent weeks by purchase and 
gits are the following: | 


Builders’ Cost Control Bonusi 
Brandwood: second edition. 1965. (Сеа Со, 35%) _. 
Costing in the Furniture Industry; by V. Parker. 1965. 
Pergamon Press, 423.) 
The Economics of Large-scale Production in British— 
Dons. Cat an introductory study; by C. Pratten and R, M. 
bridge. 1965. (Cambridge University Press, 


152.) 

Ereryman's Dictio of Economics; by А. Seldon. and 
Е. С. Pennance. 1965. (J. M. Dent, agr) 

Gatley on Libel and Slander; by те . С. Gatley: fifth 
edition by R. O'Sullivan and R. L. McEwan. 1960. 
Third cumulative supplement 1964. (Sweet & Maxwell, 
147: and 8s 6d.) 

Income Conversion Tables: instalment finance; by M. F. 

Deamarchelier, B. J. Hill and others. Sydney. 1964. 

w Book Co of Australasia, 1767.) 

tion and Company Finance; by R. Mathews and 
J. McB. Grant: second edition. Sydney. 1962. (Law 
Book Co, of Australasia, 37s 6d.) 

Menem and Acquisitions: planning and action; by C. 

Drayton, C. erson and J. Griswold. 1965. 
[Routledge & Kegan Paul, 422.) 

Modern Production Management; by E. S. Buffa: second ; 
edition. 1965. (John Wiley, 685.) 

Money and Your Life; by J. H. Clemens. 1965. (George 
Allen & Unwin, 285.) 

Thinking in Мара ent: a guide. for managers; by F. de P. 
Hanika. 1965. (Hutchinson, 1 

Peper Costs and ak рон гин, by J. J. Berliner. New 

E ir [965.1 0 ET i30) ЗЬ m 

the o oney; by Harrod. 1965. 

гопар В 255.) 


Successful Business Management; (edited by A. Н. Sypher). 
Tadworth, Surrey. 1965. (World's Work, 305.) 

'Tzne-Span Handbook . . to measure . . . work in employ- 
ment roles ...; by E. Jaques. 1964. (Heinemann, 21s.) 


and Accoun by F. 


ECONOMIC CONDITIONS IN YUGOSLAVIA 


A further booklet in the 1964-65 series dealing with 
economic conditions in member and associated 
ccuntries of the Organization for Economic Co- 
operation and Development has been issued covering 
Yugoslavia. Copies of the booklet are obtainable from 
ELM. Stationery Office, price 5s each. | 
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_ТНЕ INSTITUTE OF 


k CHARTERED ACCOUNTANTS OF SCOTLAND 


Spring Diet of Examination, May 1965 


FART V 
Of the candidates who sat Part V of 3e Institute's examination on May ay 18th, 19th, 
20th and arst, 1965, the undernoted 198 candidates (59.5 per cent) passed. Their names 


appear in alphabetical order and are followed by the names of the firms of the 
masters to whom they were indentured or assigned. 


The Institute's Gold Medal ( for the ЕУ whose oh bolder over Parts IV and V is the inost meritorious) 
Archibald, J. G Мата urrie & Scott, Edinburgh) 
| Monaghan, С. E. Smart & Annan, Edinburgh) 


Distinction ( for each candidate whose ‘orrzince over Parts IV and V is sufficiently meritorious) 
A rtn Currie & Scott, Edinburgh) 
Monaghan, C. E. ( raha-m, Smart & Annan, Edinburgh) 


The Institute's Prize ( for the candidate пазе performance in Part V is the most meritorious) 
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Facts for Investors 


N the long run the most important impact of Mr CALLAGHAN's 
Е for the new corporation tax may not be the fiscal 

compliz-tions with which the average accountant із so directly 
concerned so much as its effects upon management-shareholder 
relations. Even now less than half of corporate profits, after tax, 
are distribu-ed to shareholders; in some companies it is less still. 
No one cen dispute that expanding companies in ‘growth’ 
industries reed additional capital, but it is another matter when 
investors ic companies with fat bank balances and impressive 
investment portfolios are told by their chairmen that. the board 
is seeking to find some use for such funds. The bias of the cor- 
poration taz towards encouraging profit retentions — quite apart 
from the fact that it is bad economics — will tend to strengthen 
present tremds. 


Some tki-ty years ago a book was published under the thought- 
provoking title Shareholders’ Money, the thzme of which was the 
responsibili-y of directors to the shareholders. Since then, there 
has been th» 1948 Companies Act to repair some of the omissions 
of the 192@ legislation which had preceded publication of the 
book withcut, however, fully anticipating the implications of 
post-war developments in the investment habit. Since the end 
of the Second World War, noted Mr Axcus Murray in his 
paper to :Le Summer School of the Scottish Institute (repro- 
duction of which is concluded in this issue), the number of 
investors hzs more than doubled and if the acceleration of recent 
trends in p2rsonal savings signifies anything at all, the likelihood 
is that the. small investor will become increasingly numerous. 
Growing p-ivate affluence, coupled with an extending awareness 
of the inev-tability of inflation, will certainty enhance the attrac- 
tions of equity shares as a savings medium. 

The devzlopment of what may be termed ‘mass investment’ 
intensifies the problem of communication between directors and 


. Shareholders. Mr Murray’s critical comments on the information 


available to investors are reinforced by Mr T. CRESSWELL, Invest- 
ment Manzger of the Norwich Life Insurance Society, in a paper 
to The Association of Certified and Corporate Accountants’ 
School at Cambridge last week-end. Mr CnEsswELL pointed out 
that the in ormation provided by the average board of a British 
company is quite inadequate to form the basis of a rational 
investment decision. Neither in their timing — a large proportion 
of accounts are at least six months out of date — nor in the in- 
formation they provite, is the average set of published accounts 
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adequate to evaluate the current real worth 
of an interest in a company — to say nothing 
of its prospects. 

As Mr MURRAY so neatly puts it, ‘the kind of 
factual data contained in company accounts 
probably provides less psychological reassurance 
than the investor's faith in the ability and honesty 
of the company's management. . . '. Атогр 
the obvious limitations of published accounts гге 
the uncertainty of asset values, the absence of 
any indication of costs and, more often than not, 
information relating to turnover. On this last 
point The Times Review of Industry and Tech- 
nology for July has some pertinent disclosures. 
Presenting a new statistical analysis of Britain's 
‘top’ companies, it notes that of the 300 largest, 
no less than 235 gave no information about 
exports and 166 gave no figures regarding 
turnover. For obvious reasons further efforts to 
extract such data were unsuccessful, but it will 
be interesting to see whether, as the Review 
continues its analysis, more companies will 
respond. 

Some indication of the sort of data required 
for informed investment analysis as distinct 
from the type of almost intuitive evaluation cf 
share prospects which all too often passes fcr 
analysis these days, is given by Mr Murray. In 
his opinion, investment analysts would like to 
see, in addition to turnover or operating revenue, 
costs of raw materials and labour, administrative 
and general costs, as well as those relating (0 
advertising and research. Mr CRESSWELL wes 
equally insistent on the need for such facts. He 
would also like to see a break-down of profits 
between different parts of the business, cori- 
parative figures for at least five years, as well zs 
details of order books. There may be differences 
of opinion on such matters, but Mr CRESSWELL 
and Mr Murray have made out a strong case 
which critics will be hard put to answer to the 
satisfaction of shareholders. 

In the meantime, the main body of small 
investors must rely for guidance largely on 
independent research and comment from the 
financial Press. Invaluable though such commert 
undoubtedly is, it would be infinitely, more useful 
if it were based on more complete information. 
While most investors will find much of interest 
in the Review’s analysis of each company's 
relative performance and standing, the simple 
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fact is that the. value thereof is seriously limited 
E the paucity of published information. Thus the 
percentage return on capital employed is an 


vnsetisfactory indicator of efficiency when capital "^ 


velues are not always comparable from firm to^ 
fim. Likewise the figure of net profit per em- 
ployee is even less satisfactory, except for similar 
firms in the same industry. 

There have been some striking demon- 
s—ations in recent years of the effectiveness of 
s-areholders' action, once they are united in a 
common front and skilfully led. The control 
exercised by the boards of public companies rests . 
n-t upon their voting strength, which in terms 
o7 shares held is often nominal, but in the sheer 


inertia and apathy of the majority of share- , 


hzlders. The growth of institutional investment < 


hzs suggested to some commentators that this 
could provide the basis for a more effective 
expression of shareholder opinion., This is 
u-likely, not least since large investors have the 
security of their own funds to consider and they, 
n-t unreasonably, prefer to act promptly on 
irZormation rather than await events. Further- 
more, as events of late have shown, even the ‘big 
battalions’ in the investment world may some- 
tires hold divergent opinions. 

To give the shareholder the maximum security 
p-acticable means, in the last resort, to give him 
almost as much information about the company 
and its affairs as the board already enjoys and, of 
course, it must be given almost at the same time. 

The role of the professional accountant in this 
context is clear. It is to give all possible support 
tc any move which will lead to clearer and more 
ir^ormative accounts. The mere promise of new 
legislation could of itself lead to a greater im- 
p-ovement than even the passage of a new Com- 
panies Act..It would not, we hope, be immodest 
tc claim that during the past decade the Annual 
Awards sponsored by this journal for published 
redorts and accounts has contributed to the 
significant improvement in both layout and 
ir^ormativeness of even the average set of 


М 
ө 


1 


accounts. There will be many people in the , 


accountancy profession who would prefer to see 
ceatinuing progress in response to informed and - 
progressive accounting and investment opinion, 
rz-her than to rely upon legislation which may at 
best prove no more than a compromise between 
conflicting views. 
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What are Distributions? – I 


HE kernel of the new income tax and 
corporation tax structure for companies 
is that not only does the member cí a 
company have no credit for the tax whick the 
company pays on ifs own profits, but the ra-ge 
of items which are to be treated in the same tay 


" as dividends (and therefore disallowed to -he 


company and taxed on the participator) is 
enormously extended. These items are called 


p»»-compendiously ‘distributions’, which word, =c- 


cording to clause 83 (2) (d) of the Finance ЕШ, 
has the meaning assigned to it by Schedule 10. 
However, Schedule то is not comprehens-re. 
Clause 43 (5) provides: 


‘Schedule то to this Act shall have effect v-th 
respect to the meaning in [Part IV] of “cis- 
tribution”, and for determining the persons. to 
whom certain distributions are to be treated. as 
made; but references in [Part IV] to distribu-ians 
of a company, except references in any prov:seon 
specially relating to a winding-up, shall not ap-ly 
to distributions made in respect of share cap~al 
in a winding-up, nor shall any dividend or bonus 
deductible in computing income as mentiorsd 
in section 444 (2) of the Income Tax Act, 1c32 

. (which relates to industrial and provident восізаез 
and bodies engaged in mutual trading), be rega-ced 
as a distribution.’ 


To emphasize this tenderness to industrial and 
provident societies, clause 65 (т) takes апої >г 


. bite at the cherry by also directing that share and 


loan interest paid by registered industrial a-d 
provident societies is not to be a distribution a-d 
is to be allowed as a deduction. Тће Government 
introduced an amendment to the Bill at tne 
report stage by extending the provisions of 
clause 65 (1) to include 
‘any co-operative association established аса 
resident in the United Kingdom, and having as 
its object or primary object to assist its membc-s 
in the carrying on of agricultural or horticulti al 
businesses on land occupied by them in tre 
United Kingdom or in the carrying on of businesees 
consisting in the catching or taking of fish =r 
shellfish’. 
There then follows a definition of ‘co-operati=e 
association’ as 


• 
е 


'a body of persons havirg a written constitution 
from which the Minister of Agriculture . .. or the 
Secretary of State (as regards Scotland) or the 
Minister of Agriculture for Northern Ireland... 
is satisfied, having regard to the provision made as 
to the manner in which the income of the body is 
to be applied for the berefit of its members and 
all other relevant provisions, that the body is in 
substance a co-operative association’. 


The curious thing about this new amendment is 
that it does not extend to clause 43 (5). 

Turning now to Schedule то, we find that it is 
divided into two parts: Part I having eight 
paragraphs and Part II one very long and 
complicated paragraph. Part I describes what are 
distributions for all companies; Part II des- 
cribes the additional things which are to be 
treated as distributions in the case of close 
companies. The paragraphs proceed from the 
general to the special. Any dividend paid by the 
company is a distributior, and this includes a 
‘capital dividend’ which is not defined but pre- 
sumably means a dividenc paid out of a capital 
surplus (paragraph 1 (1) (а)). The draftsman 
then plunges into a second category which 
involves the use of the word ‘distribution’ in a 
different sense. Any other distribution [sic] 
out of assets of the company in respect of shares 
in the company is а diszribution, whether in 
cash or otherwise. Howerer, so much of this 
distribution as represents £ repayment of capital 
on the shares is excepted: likewise where it is 
equal in amount or value to any ‘new considera- 
tion’ given for the distribution (paragraph 1 
(т) (5)). In the schedule, ‘share’ is defined (for 
the purposes of Part I only) to include stock 
and 'any other interest of a member in a com- 
pany' (paragraph 6 (1)). Dces this mean that any 
creditor of the company who happens to have a 
share in it, and therefore is a ‘member’, will 
thereby attach the distribution label to any 
payments made to him by the company? It has 
been held that in the context of the surtax 
direction provisions a debenture-holder does 
not as such have ‘a share or interest in the 
capital or profits or income of the company’, 
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provided, of course, that the debenture does not 
confer a specific interest in the profits (CIR. v. 
R. Woolf & Co (Rubbe-) Lid (40 Т.С. 137)). 

‘New consideration’ is defined.in paragraphs 
4 and 5. It is consideration which is not pro- 
vided directly or ind-rectly out of the com- 
pany’s assets such as by-capitalizing a distribution. 
A premium which is itself new consideration and 
is afterwards applied in paying up share capita! 
is treated as new consideration in relation to that 
share capital. If the cost of a distribution falls 
on the company, it is tc be treated as provided out 
of the company’s assets (paragraph 5). Although 
the definition of ‘new consideration’ in para- 
graphs 4. and 5 is expressed to Бе for the purpose 
only of Part I of Schedule то, clause 83 (2) (2), 
applies that definition. to the whole of Part IV 
of the Bill. 

It is inveterate now that when a company 
applies profits or reserves in paying up bonus 
shares in its own capital, or in paying up deben- 
tures, which are issted to shareholders, that 
is not in the ordinary 3ense a distribution of th 
company’s assets. Paragraph 1 (1) (c) makes som= 
inroads into this doctr. ne. In so far as the bonus 
issue consists of redesmable share capital or a 
security (which apparently must be a redeemable 
security for this purpcse) these are to be treated 
as distributions. The same applies to rights 
issues, where the ‘new consideration’ is inade- 
quate. At least this is apparently the intention, 
although paragraph 1 (1) (c) is not happily 
worded in this respect The issue must have been 
‘in respect of shares in the company’, ie. in 
respect of the interest of a member in the com- 
pany. One is familiar with issues expressed to Бе 
made to persons who were on the register on a 
specific earlier date, Fut who may no longer ke 
members. Paragraph 8 (1) deals with this. À 
thing is to be regard=d as done in respect of a 
share if it is done to a-person as being the holder, 
or as having been the holder at a particular tim2. 
Anything done in respect of shares by reference 
to the holdings of a p=rticular time is regarded as 
done to the then ho-ders (or their executors if 
they are dead). 

The same rules азе applied to securities by 
paragraph 8 (2). 'Seccrity' includes securities not 
creating or evidencinz a charge on assets (para- 
graph 7 (1)) which vould seem to be the case 
without any express provision. ЈЕ secufitizs 
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аге issued at a price less than the amount repay- 
abe on them, and are not quoted on a recognized 


stcck exchange, the principal secured is not to , 
be-taken for the purposes of Part І to exceed / . 


the issue price, unless the securities are issued on 
terms reasonably comparable with the terms of 
quoted securities. 

This brings us to the third class of distribution, 
namely, interest or other distributions out of the 
company’s assests in respect of securities of the 
company (except so much, as represents the 
principal), being securities which are caught 
by any one of the following four tests : * 

(1) securities issued by way of bonus or such 
part of securities as represents the mighty’ 
element; 

(ii) securities which 


—‹ 


M 


(a) are directly or indirectly convertible `° 


into shares; and 

(5) are not quoted on a recognized stock 
exchange nor issued on terms reasonably 
comparable with the terms of quoted 
securities; 

“iii) securities under which 

(а) the consideration from the company 
is to any extent dependent on the 
results of the company's business; or 

(b) represents more than a reasonable 


commercial return for the use of the M 


. principal; 
fiv) securities to a non-resident company 
which is a fellow member of a group 
(taking ‘subsidiary’ as having the meaning 
laid down for profits tax by section 42 
(1) of the Finance Act, 1938). 
The questions whether securities are issued on · 
te-ms ‘reasonably comparable’ with those of 
qroted securities, and whether the return on 
securities is a ‘reasonable commercial’ one, can 
g-ve rise to endless wrangles with the inspector. 
Taking the first class, an old security, still quoted, 
тазу have been issued years ago on terms which 
would be quite out of the question for a new 
szcurity. ‘Recognized stock exchange’ has the 
same meaning as in the Prevention of Fraud . 
(investments) Act, 1958, exceptthatit includes the 
Ezlfast Stock Exchange (clause 83 (2) (1)). The 
г. les can work very harshly where a large security 


jst fails to satisfy the tests, and thus the whole 


СГ the interest paid on it is disallowed. 
(To be continued.) 


t 
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A Last Word on Met U. K. Rates of Tax 


by B. A. MURRAY, A.CA., A.T.LL 


outstanding investment status, suffered net 

United Kingdom rates of tax.attaching to 

their dividends and the consequent depressson 

. of share values. Such companies were anathema 

to both pension fund trustees, able to recover tax 

- under the provisions of section 379, Income "ах 

Act, 1952, and small investors seeking tax 

vouchers with which to frank personal allew- 

ances and reliefs. 

p It was unfortunate that the security aga-nst 

e capital loss sought by these investors usually ~as 

best afforded by the giant industrial groups and 

investment trusts with whom the pertinence of 
section 350 is associated. 

One hesitates to anticipate the Finance Act, vut- 
with a measure of confidence it can be predicted 
that its passing will celebrate the end of the net 
United Kingdom rate. It is no part of this art le 
to consider the implications of this abandonment 
but to reflect a lost opportunity. 


p years many companies, otherwise of 


Calculation of Net U.K. Rate 


~£. It is convenient here to revise briefly the 
calculation of net U.K. rates of tax approprict= to 
dividends. The rules are prescribed in Statutory 
Regulation 466, 1946, and for the purpose of. 
illustration the following data relating to X. Utd 


is considered. 
Profit Foreign 
Tex: 


Year ended December 31st, 

1962 z .. 100,000 25,cc> 
Year ended Dacre 31st, 

1963 : .. 130,000  50,сс> 
Year ended Deber 318t, 

1964 Ае ++ 110,000 40,сс> 


A dividend of £20,000 was paid out of the prcits 

, for the year ended December 31st, 1964. 
< The fiscal years covered by the period оз of 
which the dividend was paid are therchore 
1963—64 and 1964-65. The statutory incomes. ior 
these years are {100,000 and £130,000, respec- 
tively, and the rates of double taxation relief 


s( £25100" ) and 6s sa( £50,000 x) Applying the 


| 109,000 150,000 
- 
. 








* 


regulation and apportioning on a time basis, the 
appropriate rate is 

1x (7594—55)--4 Х (7s 9d —65 8d) =15 54. 
and any repayment in respect of the dividend will 
be restricted to this rate. 

Readers will appreciate -hat where a company's 
United Kingdom tax liability is fully covered by 
double taxation relief year by year the net 
United Kingdom rate, in usual circumstances, 
will be nil. However, by routing dividends of such 
a company through intermediate companies, the 
rate may be substantially increased. 

Basically the scheme requires the shares in the 
company (company А.) ta be held by a United 
Kingdom company (company B.) whose shares in 
turn are held by a parent company (company C.). 
B. will also have a small income from U.K. 
sources, say, £100 War Stock interest. 

Assuming a group accounting date of Decem- 
ber 31st and that the dividends paid by A. were: 














£ 
April 6th, 1957 .. А .. 100,000 
April 4th, 1958 .. ix .. 100,000 
April 6th, 1959 .. nd -. 100,000 
April 4th, 1960 .. pi -. 100,000 
April 6th, 1961  .. T .. 100,000 
April 4th, 1962 .. va ++ 100,000 | 
B.'s income becomes: £ 
1957-58 Dividend from A. s -. 200,000 
War Stock interest — .. 7 100' 
£200,100 
1958-59 War Stock interest .. ^ .. £100 
1959-60 Dividend from A. fi .. £200,000 
War Stock interest .. va 100 
£200,100 
1960-61 War Stock interest .. .. £100 
1961-62 Dividend from A. ба .. £200,000 
War Stock interest — .. 22 100 
£200,100 
1962-63 War Stock interest — .. .. £100 
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and it will pay dividends as follows: 
ФА. Accounts in 
Date paid Description which charged Amount 
& 


(1) 4. 4.59 Final for 1958 1958: 100,000 
(2) 30.12.59 Interim, not 
{ ified 1959 100,000 
3) 4. 4.61 Final for 1960 1960 100,000 
4) 30.12.61 Interim, not 

specified 1961 100,000 


Dividends (1) and (2) will be related to 1958 and 
(3) and (4) to 1960. The net U.K. rates will be: 
1958 1X1957-58 .. say, nil 
$x1i958-59 .. .. 65434 





6s 44d 


July 10th, 1965 


nil 
55 104 . 


1960 1x1959-60 
$ x 1960-61 


say, 





55 xod 


If further intermediate holding companies 
were used, the rate could be increased accordingly 
as it could if an accounting date closer to the fiscal 
year-end were adopted. 

The writer is unaware why, with appropriate 
adaptions, the scheme could not have served any 
recipient of dividends, be it company, pension 
fuad or unit trust. " 

Dne fears, however, that its widespread use 


wculd have provoked counter measures from the . 


І апа Revenue who show little enthusiasm for 
fiscal inequities favouring the taxpayer. 


The Business Use of Cars 


THE INSURANCE ASPECT 


CONTRIBUTED 


HE use of a motor-car (owned either by 

employer or by employze) on occasions 

can give rise to a number of problems 
from the insurance angle. 

Basically, insurers divide private motor-car 
insurance into three different classes according 
to the use to which the car will be put. The lowest 
rate is charged for Class 1 policies. A further 
25 per cent is charged for a Class II policy; a 
Class III policy is rated at 150 per cent of the 
premium for a Class I policy for the same car. 

The object of this (as in the case of the different 
geographical rating areas) is simply to try to 
secure that those classes of motorists most likely 
to bring claims (in this case through greater use 
of the car, resulting in greater ‘exposure’) pay 
the highest premium. However, as so often 
happens when laying down a hard and fast 
dividing line, problems arise. In some cases it 
may be difficult to interpret; in others it may 
look as though the rule acts in a particularly 
harsh fashion. 

Nevertheless, since there is no cover at all 
under a motor insurance policy if a,car is used 
other than as laid down in the policy, it is of 
considerable importance that there should be no 
misunderstanding. Care should be taken to see 
that any motor policy (whether applying fo a 
man's own car, or to a car owned by his employer) 


provides the cover which is needed not only dur- 
ing normal use, but also for the occasional 
emergency which is likely to arise. 

The most straightforward (and, in some ways 
th= most restricted) form of policy for a private car 
is -he Class I policy. Cover under such a policy is 
provided only when the car is being used for 
sozial, domestic and pleasure purposes, and by 
th» policy-holder in person in connection with his 
business or profession. Apart from this, however, 
there are a number of important exclusions. 

In the first place, such a policy does not pro- 
vide any cover at all if the car is used for com- 


mercial travelling (a somewhat vague term, which . 


will be discussed later), or the carriage of goods 
or samples in connection with any trade or 
business. Clearly, it is assumed that there is 
mach greater use of the car when it is used for 
these purposes and so a higher rate is justified. 
Similarly, there is no cover under a Class I 
pclicy for hiring or use for any purpose in con- 
nection with the motor trade. 

From this it may be seen that in a great many 
cases no wider cover than a Class I policy will 
be needed when a car is owned by an individual 
employee. Nevertheless, one point should not be 
overlooked. А number of insurers now provide 
a policy, which often is about то per cent cheaper 
than a Class I policy, where the use is restricted 


eg 


OF 
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\ 
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to social, domestic and pleasure purposes, and 
additionally, use by the insured to take him to 


. and from his place of work. Clearly, for many 


~ 


people who do not use their cars оп the busiress’ 


of their employers, this cover will be sufficier tly 
wide. 

But, for others, who may use their cars on odd 
occasions during the day, this restricted cover 
should not be confused with the fuller Class I 
policy. Incidentally, there are some insurers who, 


when they see from a proposal form that the zar: 


will not be used Qn the business of the firm, 
automatically give this reduced cover instead cf a 


• full Class I policy. Accordingly, anybody who 


starts to use his car on business should check 
to see that the necessary cover is provided by -he 


Meaning of ‘Use’ 


Whereas the classification of use in a Class I 
policy may appear to be quite clear, one point 
which should be watched is that the use must be 
restricted to the policy-holder's own business and 
be by the policy-holder in person. Therefore if 
anybody else uses the car on business, a higher 


premium is called for — for a Class II policy. This ' 


can raise the issue as to what is meant by the 
word ‘use’. There are some who take the visw 
that if а man agrees to take a colleague (on the 
colleague's business) in his car, although he, the 
policy-holder, is driving the car, it is in fact being 


.used by the colleague. If in doubt about any 


points such as this, it is as well that they should 
be clarified in advance with one's own insurers. 

This question of use on business by the policy- 
holder in person can raise another point. For 
instance, a wife may use her husband's car for 
her own professional purposes., In which case, 
what is the insurance position? In theory, it is 
probably true to say that such use would not 5e 
covered under a normal Class I policy. On the 
other hand, if the insurers are consulted, it is 
quite likely that they might agree that the polizy 
should be extended so as to cover use by the w-fe 
for travel to and from work. It is unlikely, how- 
ever, that they would extend the policy without 
charge to include use by the wife on her ovn 
business. 

A Class II policy covers a car for social, 


4 domestic and pleasure purposes and also for tae 


business or trade purposes of the insured, 
including the carriage of goods and use by 
employees for the insured'é business. Here 
again, there is no cover for commercial travelling, 
hiring, or for any purpose in cónnection im the 
motor trade. 
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At is this class of policy which is most likely to- 
be needed for any car owned by a company and’ 


-used on its business by one.or more employees.: 


It is never possible for a Class I policy to be 
obtained for this purpose, simply because the car 
could not be used im person by the company. 
Usually it is preferable, # this type of policy is 
issued, for the driving of the car not to be restric- 
ted to named employees, 2ven though in practice. 
the car is likely to be usec mainly by one person. 
Nevertheless, insurers may wish to know the’ 
experience of those who are most likely to drive’ 
the car. Generally speaking, it is inadvisable to 
restrict the driving of any business-owned car 
to one or more named persons, for if anybody 
else drove the car (even, perhaps in an emer- 
gency) the policy would be inoperative and would 
not provide any insurance ccver at all. 

А point which should be watched is that 
whereas if a man owns a car himself, his Class Г 
policy usually has an extension whereby the third’ 

party section of the policy applies when the 
insured is driving another car, a Class II policy 
taken.out by a business may well not have, this 
extension. Employees using cars owned by their 
employers should be warned if this is the саве. . 


Commercial Travelling 


It may be thought that а. Class II policy covers 
virtually every use in connection with a business; 
The stumbling-block is the question of commer- 
cial travelling. In this particular insurance con-: 
text, the term tends to be used in its widest sense.. 
For instance, a man does not necessarily have to be 
specifically employed by a firm as a ‘commercial: 
traveller’ to be considered one by the insurers. .. 
While it is difficult to give a rigid definition, 
generally speaking it can be taken that if the main 
activity of a man is to solicit orders in one way or. 
another, he is likely to b2 regarded as a com- 
mercial traveller — and so reed a Class ПІ policy. 
In a small business, a director may spend much 
of his time visiting clients or customers in order 
to keep in touch with them. Indirectly, his aim is 
probably to gain orders in the future, and this may. 
accordingly be regarded as ‘Commercial travelling’ 
by insurers, necessitating a Class III policy. . . 
There are, of course, men in some businesses 
who may spend much of their time on the road 
visiting customers. But their function is simply 
to provide a service, rather than to solicit orders. 
Thus, technically, their use of a car falls under 
the heading of a Class І policy if owned by 
themselves, or Class II if the car is owned by the 
business — although it must be admitted that 


А 


insurers might decide to increase the premium in 
view of the fact that the exposure will be much 
greater than in the case of the majority of cars 
insured under these policies. 


Use of Employees' Cars 


If a car owned by an' employee is used on busi- 
ness, a feature which should be borne in mind 
is that, should anyone be injured by the car, they 
may well decide to take proceedings against the 
firm rather than against the owner of the car. For 
this reason, it is quite usual for the third party 
section of a Class II or Class III policy to be 
extended so that, in the event of a claim being 
made (whether for damage to property or for 
personal injury) an indemnity is provided not 
only for the policy-holder, but also for the firm on 
whose business the car is being driven. This is 
fair and reasonable, for it is merely a technicality 
that a third party might wish to proceed against 
the firm rather than the individual. In effect the 
actual risk is unaltered. 

It may seem that in this way full protection is 
provided for a firm. Unfortunately, this is not 
necessarily so. In the first place, a firm cannot 
tell (without making а physical check) that the 
policies covering all the cars used on its business 
do, in fact, include this particular extension. 

Clearly, to make such an examination would 
entail considerable trouble and expense. Besides 
which, there is always the possibility that thz 
insurance under an employee's policy might not bz 
effective on a particular occasion. For instance, a 
warranty in the policy might have been broken, or 
the policy might simply have expired and not been 
renewed. In this way the cover applying to both 
the employee and the firm would be invalidated. 

Probably the best plan, in order to ensure that 
its interests are properly protected, is for the 
employers to effect a separate insurance policy – 
generally known as a contingent liability policy. 
This will provide an indemnity to the employer 
against claims made by third parties arising ойт 
of the use by employees of their own vehicles on 
the employer’s business. This does not provide 
any indemnity at all for the employee, who must 
still take out an ordinary motor policy in his own 
name. It should be added that this type of policy 
covers only legal liability incurred as a result of 
accidents involving any motor vehfcle not owned 
or provided by the employer. 

It is usual for the premium charged for this 
type of policy to be assessed either on the basis 
of the number of vehicles being used on th= 
employer's business, or on the number of 
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employees using their vehicles for this purpose. 
It may well be advisable for such a policy to be 
rated for unspecified employees or vehicles. Тће 


inserance then relates automatically to any , 
vehicles or employees, so that there is no need to ` 


поб:у the insurers of changes. 

The premium paid under the policy is subject 
to zljustment when the actual number is known. 
Otherwise the policy can apply to specified 
em-loyees or vehicles. If all are included, the 
premium may be about 55 per capita. If, however, 
only selected employees or yehicles are to be 
covered, since there will be a degree of selection 


agemnst insurers, the premium may range from ' 


53 52 105 per capita. 


The One-man Business 


It has been mentioned that when a саг is ` 


owred by a business, irrespective of who may be 


responsible for the insurance, it is not possible to ` 


arrenge a Class I policy. There can, however, 
be various opinions regarding the position in 
the case of a one-man business – where one man 
is —ading in the name of a firm. It may well be 
ес a Class I policy in his own name is all that 
wil be needed; although insurers may feel that 
an additional premium is required in view of the 
greater exposure. On the other hand, technically, 
a policy issued only in the name of the individual 
probably would provide no protection against 


anz claim made against his firm. In view of this, . 


it ould seem to be sensible for the man to effect 
the policy in his business name, or in his own 
папе trading as ‘ ' or even in the 
joirt names of himself and the business. 

If the policy is written in the name of the 
business only, there should be protection for the 
шал himself as an individual under the third 
party section, if it is accepted that the man can 
properly be said to be driving ‘on the insured's 
or=er or with his permission’. Probably, however, 
either of the other two suggestions would be 


- bester; and in any саве on this basis the insurance 


is Lkely to qualify as a Class II policy. 

One pitfall which should be avoided is that if a 
cat is insured under a Class I policy and is lent 
by the policy-holder to a friend for a business trip, 
there will be no cover under the policy. In this 
cae, it is for the person to whom the car is being 


\ 


lext to make the necessary arrangements — pro- · 


bebly by extending his existing policy, although 
it 1з possible to effect separate insurance. On the 
other hand, if a company-owned car is lent (with 


the permission of the employer), business use | 


skould be covered. 
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* from Company Accounts - II 


А requirements were im 


4 


by ANGUS Е. MURRAY, M.A. ЕЛА. 


Ш. LEGAL BACKGROUND. 


па аза of Law regarding Disclosure und 
Company Accounts 


HE foundations of present-day company law 

were laid in the middle of the last century with 

the Joint Stock Companies Act, 1844, which in- 
troduced the principle of incorporation by registration 
with the Board of Trade, and the Companies Act, 1355, 
which conferred the additional privilege of limited 
liability. The legislation of the mid. nineteenth cenzury 
followed a wave of fraudulent malpractices among large 
joint-stock partnerships, and accordingly its main 
objects were to prevent fraud and to ensure that credi- 
tors and shareholders were men at least a modicum 
of information about the solvency of their company. 
The accounting requirements of the law were th2re- 
fore little concerned with the profit and loss account, 
except in the case of public utilities, and concentreted 
on the balance sheet, though even here the regulations 
were comparatively undemanding. For example, no 
attempt was made to prescribe the form or content 
of the accounts, or to lay down the principles of 
valuation to be adopted in the balance sheet; and 
although certain compulsory accounting and auditing 
in the earliest legislation, 
these were abandoned in 1856. The main reason for 
this permissiveness was probably a general desire not 
to interfere too closely in matters of private enter- 
prise. But it would in any case have been impracticable 
to impose very strict accounting regulations or 
auditing requirements, because of the relatively un- 
developed state of accounting techniques and the 
absence of an established code of auditing rules based 
on professional practice and legal precedent. 

Since the mid-nineteenth century the general trend 
of cm law has been in the direction of demand- 
ing higher standards of disclosure. Progress, however, 
was slow at first and rather piecemeal, much of it 
being in response to particular scandals that Lad 
frightened the public into demanding legislative 
intervention. For example, the compulsory annual 
audit was re-introduced for banking companies in the 
Companies Act, 1879, which followed the catastrophic 
failure, in 1878, of the City of Glasgow Bank ‘in a 
setting of directorial mismanagement and falsification 
of accounts’. The duty of having their accounts 
scrutinized annually by auditors appointed by the 
shareholders had already been imposed on varicus 
classes of public utilities, but it was not until 1950 


The concluding part of a paper presented at the Summer 


‘School of The Institute of Chartered Accountants of Scotland” 


held at St Andrews from June 18th to 2and. 


* 


that an annual audit of the balance sheet was made 
compulsory for all companies registered under the 
Companies Acts. The profit and loss account, on the 
other hand, still remained outside the auditor's 
purview, and in fact it was only after the Companies 
Act, 1947, that the auditor was required to state 
whether in his opinion the profit and loss account 
presented a ‘true and fair view’. 

Two other important strands in the historical 
development towards fuller disclosure have been the 
compulsory publication of accounts and the statutory 
specification of some of their contents. The Com- 
panies Act, 1907, obliged all companies, with the 
exception of private companies, to file copies of their 
balance sheets annually with the Registrar of Com- 

anies, and the compulsory publication of profit and 
oss accounts came with the Companies Act, 1929. In 
both cases the specifications of form and content 
showed a considerable time lag. Companies had been 
filing balance sheets for twenty-two years before their 
contents were prescribed in any detail (by the 1929 


Act), while the detailed specification of profit and loss 


account items was left until the Companies Act, 1947. 
The 1947 Act, as embodied in the consolidating 
legislation of 1948, i is still in force today. It had its 
origins in the views of the Cammittee on Company 
Law Amendment, which sat under the chairmanship 
of Mr Justice (now Lord) Cohen and reported in 1945. 
The Cohen Report was distinguished by its awareness 


of the needs of investors (particularly the growing 


army of small investors) and by the progressiveness of : 
its recommendations for reform, most of which were 
adopted by the Government and subsequently given 
statutory effect. From the standpoint of investors the 
two most important advances resulting from the 
report were the tightening up of the regulations 
relating to the profit and loss account (e.g. compulso 
audit and a much more detailed definition of contents 
and the requirement that groups of companies should 
publish consolidated accounts. 


Present Legal Position 


There were, however, certain deficiencies in the legis- 
lation of 1947 and 1948 and these became increasingly 
evident during the 19508, the inadequacy of the safe- 
guards for invéstors being particularly highlighted 
by a series of spectacular and bitterly contested take- 
over bids. In December 1959, the Government 


1H. C. Edey and Prot Panitpakdi: “British company account- 
mg and the law, 1844—1900' in Studies in the History of 

Accohnting, edited by A. C. Littleton and B. S. Yamey 
(Sweet & Maxwell), 1956. t 


42 
appointed a committee under Lorc. Jenkins to review 
the working of the 1948 Act and to make recommenda- 
tions for changes in the law. Although the Report of 
the Jenkins Committee was published in Tune 1962. 
it was not found possible to introduce any amending. 
legislation in the last Parliament – їп December 1964. 
the President of the Board of Trade in the new 
Government stated that proposals for new company 
legislation taking full account of the recommendations 
of the Jenkins Committee were in preparation. Вис 
hów long it will be before amending company legis- 
lation reaches the statute book is still a matter for 
conjecture. . 

The Jenkins Report recommended a number of 
important changes in the direction of greater dis- 
closure, including in particular the abolition of the 
exemption of private companies from the duty to-file 
accounts, but there has been much criticism to the 
„effect that the reforms proposed by. the Committee 
"до not go nearly far enough, and indeed some of its 
recommendations have already been overtaken by 
'events in the form of new regulations by the London 
Stock.Exchange. The Committee's attitude towards 
‘disclosure has been described as ‘almost maidenly'* 
‘in places, while an American authority has com- 
mented? that even if all its recommendations were 
ádopted the amount of required disclosure would 
lag behind the standard set in the United States after 
the Federal securities legislation in 1933 and 1934. 

- Considering the long delays that seem almost 
inevitable in the process of reviewing and amending 
company legislation and the comparatively modest 
nature of the latest proposals for reform, one must 
welcome the initiative recently taken by the Londor- 
Stock Exchange in encouraging fuller disclosure 
Companies seeking quotations for new shares mus: 
among other things, now undertake to provide quar- 
terly or half-yearly interim reports; in addition com- 
panies or groups carrying on widely differing operz- 
tions must provide a breakdown of trading results by 
major activities, and groups must give details abou: 
their composition and about any major interests in 
associated companies. T'he Stock Exchange also made 
a number of recommendations for fuller disclosure 
which may eventually (after 'appropriate consulta- 
tions' with interested professional bodies) be mace 
into additional requirements of quotation. In general 
‘thé new requirements go well beyond the proposals 
of the Jenkins Committee, as do the more tentative 
recommendations for disclosure, which cover such 
things as the value of turnover, the basis of deprecia- 
tion, the basis of stock valuation and informaticn 
concerning fixed assets and investments (includirg 
the value of quoted investments). The requirement3 
for interim reports and so on have already: been 





1 Harold Rose, Disclosure in Company Accounts (Institute 
of Economic Affairs), 1963 _ 

з Harry. G. Guthmann: ‘The Jenkins Report — English 
corporation law scrutinized for reform', in Readings im 
financial Analysis and Investment Management, edited by 
Eugene M. [poda (Richard D. Irwin), Illinois, 1963. 
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adopted by many companies, even though they have 
not yet been forced to do so as a result of issuing 
new shares, and some of the recommendations are 
ж b g to be followed. 

the new Stock Exchange recommendations 
wert E be generally followed, the position regarding 
disc osure would be much more satisfactory from the 
рош of view of investors — they might then be 
alrrest as well off as their American counterparts! 


IV. SOME SPECIFIC REQUIREMENTS 
It vill now be appropriate to say something about 
invzstors' requirements in more specific terms. This 
теглод of approach can scarcely attempt to be com- 


é 


prehensive — as I have already suggested, an extensive ' 


defitition of what investors, want from company 
accrunts would be intolerably tedious — so I shall 
согЛпе myself to certain areas where investors’ 


recuirements are not being met and where the—4 


deficiency may suggest fruitful directions for changes 
in the law (or in stock exchange regulations), for 
de-zlopments i in accounting practice or for research 
intz accounting techniques. : 


General Matters 

ена Reports 

Ur-to-date information is one of the prime require- 
ments of investors who are interested in assessing the 
curent position and future prospects of companies 
and continually changing economic conditions. If 
investors are to have access to up-to-date accounting 
in&crmation, the accounts must be prepared at fairly 
frequent intervals and they must be published within 
a rzasonable time after the period to which they refer. 
Under present legal requirements accounts have to be 
prepared only once a year and may be presented up 
to nine months in arrears (or twelve months in the 
сазе of companies with overseas interests). It was 
rather surprising that the Jenkins Committee, while 
welcoming the practice followed by some large 
companies of publishing interim reports, considered 


it anreasonable to make this a statutory obligation for 


every company. In the U.S.A. the Securities and 


Exchange Commission has, since 1936, required 


nearly all listed companies to file with it half-yearly 
saes figures. In fact most companies now go further 
than this and supply quarterly figures of both sales 
amc net income. Even among companies with 
pronounced seasonal variations in profits the old 
prejudice against interim statements has largely been 
overcome. In Britain, on the other hand, less than 
4 тег cent of the companies quoted on the London 
Strek Exchange produced interim reports in 1961. ' 

By making the provision of interim reports а con- 
di-.on of obtaining a quotation for new shares (though 
nct, it should be noted, for keeping a quotation for 
existing shares), the London Stock Exchange has 
zenoved the urgency of the need for stricter legis- 
lazon — there will certainly be an enormous increase 
in the number of interim reports published in 1965. 
nether enough progress will now be made to satisfy 
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investors is still to be seen; if not legislation maz yet 
be desirable. 


The Activities of a Company 

Mention has already been made of the difficulties 
investors often experience in attempting to gether 
from the report and accounts a clear idea of what 
a company does and of the relative importance cf its 
various activities. At present the only provisiors of 
the Companies Act dealing with this matter, cther 
than on the occasion of the issue of a prospectus, 
are those relating to the objects of a company a3 set 
out in its memorandum, and section 157 (2), which 
requires notice to be given of any change during the 
financial year in the nature of a company’s business. 
These requirements are, however, so loose, and the 
company’s objects are usually stated to cover such 
a wide range, that they are useless for inves:ors' 
purposes. Changes in the nature of a company’s 
business, for example, only have to be reported on 
to the extent that they are ‘material for the apprecia- 
tion of the state of the company's affairs by its mem- 
bers’, and even then they may be concealed if dis- 
closure would ‘in the directors’ opinion be harmful 
to the business of the company’. 

Prospectus requirements, and those of the Lordon 
Stock Exchange, are more exacting, but the neecs of 
investors will not really be satisfied until the law is 
amended, following a recommendation of the Jenkins 
Committee, so ав to require a regular statement о: the 
activities of a company to be submitted to the Registrar 
of Companies and to shareholders as part of its annual 
accounts. 


Comparative Figures 

In examining company accounts investors are often 
less interested in the figures for a particular year than 
in tracing trends over a period of years. At present 
companies are only required to provide corresponding 
figures for the preceding financial year, so that investors 
seeking a longer perspective are obliged to hunt out the 
reports for earlier years, while their task is often com- 
plicated by changes in accounting procedures which 
may not always have been fully explained. Accordingly 
investors would appreciate the provision of ta»les 
showing, on a fully comparable basis, the valuea of 
key accounting magnitudes over the previous five or 
(preferably) ten years. These tables might usefully in- 
clude issued share capital (broken down by classes), 
loan capital and reserves; net tangible assets, divided 
into fixed assets, investments and working capital; net 
profits before and after tax; dividends and turnover. 


Profit and Loss Account 

The form of profit and loss account required by the 
'1948 Act usually provides little illumination for 
investors seeking an explanation of changes in a 
company’s profits, since in effect the accounts s?art 
out with a very summary figure for ‘gross tracing 
profits’ and no mention at all need be made of the 
basic determinants of this figure, sales revenue on the 
one hand and various operating costs on the other. 
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Turnover Figures and Operating Accounts - 


The provision of aggregate turnover figures, now 
gradually becoming more common, is a welcome step 
towards providing investment analysts with the kind 
of information they would like to have. The usefulness 
of the simple aggregate figures could, however, be 
greatly enhanced by furtker analysis. For example, . 
in the case of a group of companies, the provision 
of turnover figures for each of the companies in the 
group could be of help in conveying an impression 
of the relative importance cf the main activities of the 
group. It would, of course, be even more valuable if 
total group sales could themselves be broken down 
by major activities, the latter being defined along the 
lines of the Standard Industrial Classification so as 
to facilitate comparisons between companies. For 
companies operating overseas a geographical break- 
down of turnover would also be of interest, though 
where a company’s overseas business is conducted 
entirely by subsidiaries, as opposed to branches, the: 
provision of separate sales figures for each subsidiary 
would neet this point. | 
The feelings of the Jenkins Committee. on the 
disclosure of turnover seem to have been rather mixed. 
They grant that turnover figures can be of consider- 
‘able value to informed invzstors and they accept, or 
at least take note of, the ‘unanimous opinion’ of 
American witnesses that compulsory disclosure had 
not caused any material damage to business interests 
in the U.S.A.; but at the same time they lend a very 
sympathetic ear to the pleas of British witnesses who 
stressed the difficulties of defining turnover precisely. 
This ambivalent attitude is reflected in their practical 
conclusions. They recommend that the disclosure of 
turnover figures should be made a statutory require- 
ment, with an. escape clause for companies whose 
directors were prepared to say that such disclosure 
would be harmful and with an exemption in the case 
of banks, finance houses and discount companies 
where, it was felt, turnover figures would provide no 
useful information. Such an escape clause would 
probably nullify the origiral recommendation, The 
London Stock Exchange also jibbed at including the 
disclosure of turnover among its new listing require- 
ments, though it did give tke matter special emphasis 
in its long catalogue of subsidiary recommendations. 
Given the Jenkins Committze's recommendation that 
a figure of sales should be published, it seems a 
logical step to require also tke inclusion of information 
relating to costs, in order to fil! the gap between sales 
and trading profits. The Feport, however, neglects 
the question of trading or operating accounts, so that 
the legal position seems lixely to remain as it was 
twenty years ago when the Cohen Committee rejected 
the suggestion that accounts should disclose such 
items as sales, costs of production, and expenses of 
distribution and management, on the grounds that 
the accounts would become too complicated for 
shareholders and creditors to understand. I would 
feel that the wide range of expert interpretation now 
avaflable to investors m urdermined this argument, 
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and the time has come for considering the provision 
of operating accounts of some kind. How far they 
should go is debatable. Тће main items that invest- 
ment analysts would like to see included are probably: 
у e sales or operating revenue; 
ii 


production costs, split into labour costs and 
the cost of raw materials, etc.; 
(iii) administrative, selling and general expenses; 
and 
(iv) other current outlays, such as research costs 
and advertising expenditure. 
These demands may appear somewhat extravagant, 
but it should be noted that most of these items have 
for many years been disclosed by American companies 


in the annual reports that must be filed with the 
Securities and Exchange Commission. 


Miscellaneous 
There is also scope.for numerous minor improve- 
ments to the profit and loss account by providing sepa- 
rate figures for more of the items that may be of 
particular interest to investors and by giving more 
detailed explanations of the procedures followed in 
preparing the accounts. In particular one might urge: 
(1) the provision of separate figures for: 
(i) income from rents, royalties and licensing 
agreements; 
(8) expenditure on rents; 
(18) interest paid оп bank overdrafts and other 


short-term loans; : 
(iv) provisions for pensions; 
(2)2 breakdown of trading profits by major 
. activities; 
(3) a breakdown of the tax charge into: 
1) United Kingdom income tax; 

ii) other United Kingdom taxes on profits, 
specifying relief in respect of investment 
allowances; 

(iii) overseas taxation; 
. (iv) United Kingdom relief received or to be 
received on (iii); 
(4) more detailed explanations of: 

(i) the basis for computing the tax charge; 

(0) the method of depreciation adopted; 

tii) the method of valuing stocks; 

iv) the treatment of apparent gains and losses 
resulting from fluctuations in stock values; 

(v) the basis on which the profits of subsidiaries 
acquired during the year are brought into 

` the accounts. 
Most of these proposals would probably be widely 
supported by investors, and indeed a number of them 
have already been the subject of recommendations by 
the Jenkins Committee and/or the London Stock 
Exchange (see Appendix D, page 48). 


• 


The Balance Sheet 


Valuation of Fixed Assets 
Тће main difficulty encountered by investors in the 
interpretation of the balance sheet lies in the histotica" 
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cost basis of fixed asset valuation. The great debate 
betuzen economists and accountants has been looked 
atezrlier, and there will belittle need to remind youthat 
investors tend to side with economists in urging the 
advantages of basing the valuation on current values 
rather than on historical costs. Investors, moreover, 
have strong reasons of their own for demanding 
up--o-date asset valuation in the present era of 
take-over bids, many of which have been inspired not 
во much by the prospects which amalgamation offers 
of nore {за ус) working, but rather by the 
attraction of large hidden reserves existing as a result 
of а> comparatively low balance sheet values attached 
to tke fixed assets compared with their real market 
value. The indignation of many investors at the 


id 


absurdity of this situation is understandable, parti- ' 


culerly if they have had the misfortune to dispose of 
sha-es shortly before a take-over offer that may be well 
above the stock-market price and may exceed the net 


asset value several times over. In the words of Lord —* 


Kil:randón: ‘What is the shareholder to think when 
£3 million is offered for the shares іп a company 
whose balance sheet shows surplus assets of {1°5 
miljon and where the directors of that.company 
advise the shareholders that the offer is inadequate, 
раг-сшапу when the balance sheet carries the 
certificate of an accountant of repute that “‘the balance 
she=t shows a true and fair view of the state of affairs’’ . 
of tke company?” 

It remains now to examine the legal position in 

zer detail and to consider the practical question of 

boc far companies should be obliged to supplement 
historical cost information with current worth data. 


The Companies Act, 1948, allows directors to show 


fixed assets at cost, less depreciation shown spearately, ~“ 


or st a valuation, less reciation again shown 
separately, but they are under no obligation to give 
any indication of the size or even of the existence of 
any divergence between current values and book 
values. The Jenkins Committee considered the 
prcblem at some length, but came to the conclusion 
that the difficulty of identifying just those cases where 
revaluation would be useful, together with the 
practical difficulty of arriving at а meaningful and 
accurate estimate, ruled out any statutory requirement 
to -2value. Where the assets concerned were specific 
to the business concerned, the Committee argued that 
their value could best be related to the earnings of 
the zompany and that the investor would have all the 
infzrmation he could reasonably require if the profits 
of Зе company were fairly stated. After reading most 
of the evidence and listening to many discussions, 
my own ике is that the Committee were right. 
How would you value a large steel-works for example, 
or = shipbuilding yard? In the case of ‘non-specific’ 
assets (i.e. land and buildings easily adaptable to other 
uses), the Committee found that the criticism of the 
present statutory requirements had some validity, but 
argaed that it would be very difficult to define 'non- 
specific’ assets for legislative purposes and that in any 
case the revaluations would often be largely matters 
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of janni opinion and might be quickly outdatzd. 
The only concession the Committee was prepared to 


make to.the wishes of investors was to suggest that _ 


directors might reasonably be required to incicate 
the existence of any substantial difference between 
the book value and the current market value of fixed 
assets, though only if they considered this difference 
to be ‘of real significance to the shareholders’. 

The inadequacy of this proposal has since been 
shown up by a number of authoritative recom- 
mendations from other sources. The Rochdale 
a rt on the major ports of Great Britain, published 

y a few months after the Jenkins Report, inclided 

the S ircommendation that ports should prepare their 

. accounts on a replacement cost depreciation kasis. 

More recently the London Stock Exchange has 

recommended that the date of purchase or the dete 

of the last valuation (and by whom valued), whichever 

bes the later, should be shown for all individual assets 

of significant value; that land and buildings should 5e 

* divided between freehold and leasehold; and that 

there should be a more detailed breakdown of assets 
and depreciation charges. 

The general acceptance of these recommendations 
would certainly be a help, but many investors wou d 
probably remain unsatisfied. One suggestion that is 
frequently heard in this connection is that companies 
should be required to disclose the fire insurance values 
for each class of fixed assets, the argument being that 
these figures are readily available without entailirg 
additional work from the directors or their accoun-- 
ants and that they will usually provide a fair approxi- 
mation to the current market value of the insured 

г assets. But this argument ignores the fact that insur- 
at in two very different 


TE 


~ „ance values can be arri 
ways. On the one hand there is indemnity covez, 
which is calculated to enable a firm to replace its 


assets with similar assets in a similar condition to tkose .. 


destroyed by fire (though of course it would not have 
to use the insurance moneys in this way); and on the 
other hand there is reinstatement cover, which should 
be sufficient to meet the cost of buying пето assets to 
replace the old ones. Thus the argument is only valid 
to the extent that insurance values are on ал 
indemnity basis, since this does represent a good 
approximation to the kind of valuation that investors 
are interested in. But in fact many progressive cam- 
panies have now adopted the reinstatement basis of 
valuation, which will generally produce a significartl7 
higher figure, the margin depending mainly on the 
dates when the assets were acquired and the subse- 
quent behaviour of the prices of similar assets. 
In the light of these considerations thé original 
4 suggestion loses some of its disarming simplicity. 
The obvious amendment is to require companies to 
disclose also the basis of the insurance cover, but thia 
would present difficulties if the assets in a particula- 
class were insured on a mixture of bases, while i- 
all the assets were insured on a reinstatement basis the 
significance for investors of the resulting figure migh- 
be comewhat obscure. 
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Valuation of Investments 

In contrast with the valuation of fixed assets, the 
valuation of financial investments encounters few 
theoretical difficulties: by definition such investments 
are negotiable financial assets and their valuation on 
a current worth basis should thus cause little trouble — 
in the case of quoted securities an externally deter- 
mined market valuation can readily be ascertained 
at any time. It is therefore somewhat surprising for 
investors to find that companies are allowed to conceal 
the market value of an important class of investment, 
which often includes securities with stock exchange 
quotations. Under the 1948 Act ‘trade investments’ 
may be valued at gross cost or valuation, less amounts 
later written off shown separately; this represents a 
great boon to constitutionally reticent boards of 
directors (especially as the term ‘trade investments’ 
is nowhere defined i in the Act) and may permit the 
development of highly anomalous situations ~ 
numerous cases could be quoted where realizations 
revealed huge discrepancies between book value and 
the realized value. 

The Jenkins Committee recognized that investors 
were entitled to fuller information about investments 
and recommended that companies should be obliged 
to give the aggregate market value of all quoted 
investments; and, in the case of non-quoted invest- 
ments, that the aggregate value according to the 
directors’ estimate should be given, with the directors 
having the option, in the case of equity investments, 
of including investments at book value and then 
supplying additional information about the dividends 
received from such investments, the company's 
share of the gross and net profits of the companies in 
which the investments are held, and also its share of 
the aggregate undistributed profits of the companies 
concerned. This additional information would of 
course help investors to make their own assessment 
of the value of the unquoted investments. But the 
Report rejects the suggestion that companies should 
reveal the figure of the net book value of assets of the 
companies in which they hold trade investments, on 
the ground that the of these assets cannot 
normally be controlled by the ‘holding’ company. 
I don’t find this a particularly convincing argument — 
the profits of the underlying companies cannot be 
controlled either, yet the Committee implicitly 
recognizes their importance for the assessment of the 
value of investments. On the whole, however, the 
Committee's recommendations seem fairly ii i 
although investors would appreciate more i 
about quoted investments (including the names of the 
companies involved) along the lines suggested by the 
London Stock Exchange. 


Sources and Uses of Funds 

Balance sheets prepared on the present pattern, but 
including realistic valuations of fixed assets and 
investments,. would probably give the average in- 
vestor as much information as he could usefully 
assimilate. Investment analysts, however, . often 
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suggest still further information would help if their 
appraisals are to be as rigorous and as soundly based 
as they would like, In the United States, where th» 
art of investment analysis is more advanced, few 
analysts would consider their work on a company 
complete unless they had obtained or constructed 
at least a rough schedule amplifying the balance sheet 
by showing the sources from which a company had 
obtained its funds over a run of years and the various 
uses to which they had been put. Such schedules ars 
claimed! to be a valuable aid for revealing the trend 
of the general financial strength or weakness of a 
company, for judging how vigorously it is expanding, 
and for assessing its future dividend paying potentiel 
and its needs for external financing. Indeed, according 
to one school of thought, flow-of-funds schedules can 
be more important than recorded profits in evaluating 
shares. | 

In a typical schedule the main items on the sources 
side would be net income, depreciation, issues of 
ordinary shares, increases in long-term debt, increases 
in short-term borrowing, and sales of fixed assets and 
investments; while on the uses side the most in- 
portant items would usually be capital expenditures, 
increases in inventories and dividend. Most of this 
data can of course be obtained from the usual form of 
accounts, but the construction of a comprehensive 
table of the sources and uses of funds is usualy 
hindered by the absence of information about 
purchases and sales of fixed assets and the precise 
treatment of profits made on the realization of invest- 
ments. The Jenkins Committee made no very specific 
recommendation on this point, but Harold Rose has 
offered the useful suggestion? that companies shou.d 
be required to state separately their purchases and 
sales of fixed assets in each class, together wi-h 
accumulated depreciation and book values (in the case 
of sales), commenting that this information should 
also serve to establish continuity in the balance sheet 
as between successive accounting periods, by recoa- 
ciling opening and closing figures for fixed assecs. 
Once this information were provided it might not be 
asking too much for more companies to follow tie 
example of leading American companies by themselves 
producing summary tables depicting the sources and 
uses of their funds. (A typical American example 
is given in Appendix C, page 48). 


Miscellaneous 

Most investors would probably also appreciate the 
disclosure of the following items of information in 
the balance sheet or in notes attached thereto: 


(1) a breakdown of stocks into: 
1) raw materials and fuel; 

(11) work in progress; 

(iii) finished goods; . 
* Charles T. Horngren: 'Increasing the utility of financial 
statements’ in An Income Approach to Accounting Theory: 
Readings and Questions, ited by Davidson, Green, 
Horngren and Sorter; (Prentice Hall), New Jersey, 1964. 


* Harold Rose, op. ctt. 
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(2) separate figures for: 
(i) leaseholds, distinguishing short from long 
leases; Р 


(ii) freeholds; 
(3) details of capital expenditure approved but not 
yet contracted for; 
(4) particulars of, and of parent company's holdings 
in, subsidiaries and major associated companies, 
Tae second, third and fourth of these items were all 
dealt with fairly satisfactorily by the Jenkins Commit- 
тег. With regard to subsidiaries из specific recom- 
mendation was that every company should be obliged 
tc disclose the names of its subsidiaries, and the name 
of every company, not being a subsidiary, where 1o 


у 


{ 


per cent or more of the equity capital is held — together . 


with the amount of its holding, the percentage of each 
class of capital held and the country of incorporation. 
However, this information would not have to be 
desclosed in the case of subsidiaries incorporated 


| 


outside the United Kingdom if the directors con- ^ 


sered that disclosure might have adverse repercus- 
sions on the company or group. 


V. CASE STUDIES * 
The Royal Mail Case 

This famous case played an important part in the 
development of company law, but it is still of more 
than purely historical interest. Although the trial did 
not begin until 1931, the charges referred to the ac- 
c2unts of 1926 and 1927. (At that time auditors had 
no legal responsibility for the profit and loss account, 
companies were not required to produce group or 
consolidated accounts and the practice of building up 
s2cret reserves was generally approved of.) The 
chairman of the Royal Mail Steam Packet Company, 
Lord Kylsant, was charged with publishing the 
annual reports of that company for 1926 and 1927 
knowing them to be false in a material particular, and 
tie company’s auditor was charged with aiding and 
abetting him. During the First World War the Royal 
Mail Company, anticipating a shipping slump at the 
end of the war, had built up large reserves — both tax 
reserves and reserves in subsidiary companies. When 
the company later made trading losses — from 1921 
to 1927 — these undisclosed reserves were used to 
eliminate the deficit and to show a net surplus, which 
was described in the profit and loss account as 
‘Balance for the year, including dividends on shares 
in allied and other companies, adjustments of taxation, 
reserves, less depreciation of fleet, еїс.’. 

Although these accounts must have been very 
znisleading to investors, the Court found that so far as 
-hey went they were technically accurate and that 
-nere had been no infringement, either by commission 
or omission, of the legal requirements relating to 
company accounts as they had then stood. Lord 
Kylsant and the auditor were therefore acquitted, 
although, for quite different reasons the former was 
ound guilty оп a separate charge relating to the 
2rospectus. 
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This case drew attention to the fact tha: ће 
accounting requirements of the time had become 
quite out of date and inadequate. By the 1948 
Companies Act most of the specific deficiencies 
revealed by the Royal Mail case had been rectifisd, 
but the episode can still serve to remind us of -he 
need for investors and accountants to be continuelly 
on the alert to prevent accounting conventions from 
falling out of date. A present case in point is perhaps 
the perpetuation of the archaic notion that the balance 
sheet should be a historical record and not a state- 
ment of current worth. 


Courtaulds — LC.I. 

- The celebrated take-over struggle between Courtau: ds 
and LC.I. provides an interesting illustration of the 
dangers besetting directors who understate their 
company’s financial strength. I.C.I.'s bid in Dezem- 

..ber 1961 put the directors of Courtaulds in an ex- 
tremely awkward position. They had just reduced 
the interim dividend for 1961—62 and the terms af the 
offer seemed attractive by comparison with the shzre 
price, which was then lower than it had been for two 
years or more. The battle was bitter and protrzcted 
and І.С.І. twice improved the terms of its offer. Eut 
in the end its bid was defeated, largely because 
Courtaulds was able to produce strong evidence to 
suggest that its current position was much better than 
móst people had been led to believe. 

If the motives of the directors in previously urder- 
stating Courtaulds' financial strength were simply 
secretiveness (or old-fashioned ‘conservatism’), the 
moral of the affair would be quite straightforward. 


X But in fact this would probably be a considerakle 


z 


oversimplification. More than one financial jourral.st 
has suggested that they may have cut the interim divi- 
dend and played down future prospects in order not to 
appear too prosperous at a time when they were haviag 
to lay off workers. This suggestion was never denied 
by the directors. If this was so it could then be argued 
that the directors were acting in the long-term inter- 
ests of shareholders, since if they had revealed «ле 
true condition of the company they might either have 
had to keep on superfluous workers or there migat 
have been some deterioration in labour relations and 
in either case profits would have suffered. The im- 
mediate effect of their action was, however, to depress 
the share price to an artificially low level and it is 
highly debatable how far, if at all, directors may 
justifiably penalize shareholders who dispose of their 
shares in order to benefit those who can afford -o 
hang on. (Perhaps the safest posture for investors -o 
adopt is to insist that directors endeavour to serve 
the long-term interests of shareholders, but without 
resorting to any undue pessimism that might incluce 
some shareholders themselves among its victims." 
Different people may therefore draw diffezent 
conclusions from the Courtaulds — І.С.І. affair, but 
it must be emphasized that it does not provide sup- 
port for the argument that companies may justifiab-y 
keep back information in order to have a secret weapcn 
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with which to fight off take-over bids; for if the direc- 
tors of Courtaulds had revealed their hand earlier the 
chances are that there never would have been a bid 
in the first place. It is perhaps worth noting that 
Courtaulds’ reports and accounts are now much more 
informative than they were before the bid. But it 
cannot really be argued that the whole episode might 
have been avoided if the legal requirements on 
disclosure had been stricter, for the crucial informa- 
tion related to future plans and prospects and was not 
the sort that could be subject to statutory require- 
ments. 


Rolls Razor 


The spectacular collapse of Rolls Razor, Mr John 
Bloom's ill-starred washing-machine selling business, 
is still fresh in our memories and serves to underline 
the shortcomings of a system of annual accounts, even 
when the accounts are as detailed and informative as 
those of Rolls Razor can claim to have been. En- 
thusiasm for the company reached its height in the 
latter half of 1963, boosted by the continuous pub- 
licity flowing from energetic direct-selling methods; 
but at that time the latest accounting information 
related to the calendar year 1962, and if more up-to- 
date information had been available the enthusiasm 
might have been much more restrained. 'The share 
price reached its peak of 47s gd on November roth, 
1963, shortly after apparently authoritative estimates 
that profits for the year would be in the region of 
51:5 million and earnings about 400 per cent. When 
the results for 1963 were published in May 1964, 
they showed profits of £874,000 and earnings of 
220 per cent, and by the beginning of June the share 
price was down to 155 6d, and of course the shares 
became virtually worthless when the company went 
into voluntary liquidation in July. 

Had there been either a legal or a stock exchange 
requirement for the prompt publication of quarterly 
sales and profits figures, expectations about profits 
for 1963 would almost certainly have been more 
realistic, the share price might never have reached 
such extravagant heights, and some of the severest 
losses of investors might have been avoided. More- 
over, the obligation to produce interim reports would 
have forced.the directors to adopt a more efficient 
system of management accounting, which might 
even have enabled them to avoid liquidation by pro- 
viding an earlier indication of the seriousness of the 
trading difficulties into which the company was 
sinking in 1963. 


VI. CONTRIBUTION OF ACCOUNTANTS - 
SOME SUGGESTIONS 


These brief ease studies illustrate the limitations of 
legislation in the matter of ensuring that investors 
get the information they need from company accounts. 
In general, the two main deficiencies of company 
accounts legislation from the point of view of the 
investor are its patchy coverage and its dated ap- 
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proach. 'T'o some extent these are inevitable features 
'The kind of information that is useful to investors 


depends so much on the particular circumstances ог 


each business that it would be quite impracticable 
to legislate for every conceivable case — any attempt 
. to do so would soon lead to the law becoming in- 
tolerably burdensome and restrictive. The law must 
therefore concentrate on laying down broad principles. 
80 that its coverage is sometimes bound to seem de- 
fective to investors interested in following the affairs 
of particular companies. Some of its provisions are 
also bound to appear outmoded and ill-adapted tc 
the present-day needs of investors, for the law cannot 
be revised every year and it must in any case be 
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as auditore, they could be less inhibited in drawing 


attention to any unusual features in the accounts. My 
final suggestion is concerned with the adjustment of 
accounts for inflation, but perhaps it had better be 
expressed in the form of a challenge, since it is con- 
cerned with a subject of such bewildering complexity 
~ so complex that I have hardly dared to touch on it 
in this paper depite i its weighty importance for 
inrestors. My final challenge, de (addressed parti- 
cu arly to the academic side of the profession) is this — 
to devise an acceptable and workable system for ad- 
justing accounts for inflation so that they measure real 
уа-џез and not simply money values. 





based on established accounting practice, which itsel? Appendix С 
takes some time to become Ad usted to changing SANDIRONWALEER REFRACTORIES CO AND 
conditions. IDIARIES 
There is therefore plenty of scope for accountants, CONSOLIDATED SOURCE AND USE OF FUNDS 
both in their role as auditors, and perhaps more Source: 1963 | 
effectively where they are company officials and Dperations: 5 
directors with special responsibility in this field, to Net income forthe year .. 600 77844174 
help investors by encouraging companies to go beyond Non-cash coste charged against current 
the minimum requirements of the law in the form “Depreciation and depletion 5,213,262 
and contents of their accounts. As regards the form Polen eral income tax deferred * 1,026,941 
of the accounts, the influence of the accountancy Se 
pegs is particularly powerful, and it is to be Shu, hata eae ae 14,024,377 
oped that it will support the gradual movement aidiaries: ; 
towards the simpler presentation of accounts (foz Net income undistributed 298,251 
the benefit of un investors) аии pro- goal матица 8 ПНЕ eae 3,535,041 
vision of flow-of-funds accounts (for enefit of _ r 
investment analyste). As regards content, particular пева sberee old von Qon о лата 
mention may be made of the usefulness of analyses of Net cost of fixed assets retired 423,547 
turnover, and of operating accounts showing expen- | ——— 
diture on wages, raw materials and so on. By encourag- $20,082,561 
ing more companies to make improvements like these, тул. | 5 
accountants can help to lay the foundations for th» Fixed assets added and replaced’. 5,795,085 
next Companies Act but onel Тахсанпеше pii зн .. 274,230 
otes ра е liqui 1,200,000 
о а also have a valuable шийи to Minority ке liquidated d by subsi sidiary а Пао 
e in establishing a greater degree of consistency Cash dividends declared 5,838,464. 
within industries in accounting methods where ths ERE LARES: 
law, which must cater for a whole range of industries, . . . 13,192,779 
gives scope for choice. In the meantime there wil . ‘Net increase in working funds 6,889,782 
continue to be considerable variations from the norm., $20,082,561 
but here too accountants might help if, in their rcle Il 
Appendix D SUMMARY OF RECOMMENDATIONS 
Summary of Recommendations Summary ef London Stock Ex- Corresponding Jenkins 
Proposed Above change Recommendations (С = Committee Recommenda- 
lacie ical candition for new quotation) tion (if any) 
Quarterly or half-yearly figures of total sales Quarterly or half-yearly reports, 
and gross trading profits. .with figures (C). 
Activities 


Activities of the company to be regularly 
stated in its annual accounts. 


(x) D'etails ebout composition of a 
group of companies (C). 


Regular statement of main 
activities. 


* (2) Comprekensive information on 
ths activities of a company (or 
group). 


Comparative Figures 
Comparative figures for previous five or ten 
years for capital, net assets, profits, divi- 
dends, etc. 


Comrarative figures for previous 
„ten years. 


Comparative figures for pre- 
' — vious years. 


> 
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Turnover 
Turnover figures, broken down where 
appropriate by subsidiaries, major activities 
and-countries. 


Operating Accounts 
Summary accounts, including for: 
(i) sales or operating revenue; (ii) costs of 
bour, raw materials, etc.; ii) adminis- 
trative, selling and general expenses; and 
(iv) research and advertising expenditure, 
etc. 
Profit and Loss Account – Miscellaneous 
(1) Separate figures for: 
(1) income from rents, royalties, etc.; 
i expenditure on rents; 
(iii) interest paid en bank overdrafts, etc.; 
Gv provisions for pensions. 
у, 


(а) Breakdown of trading profits by major 
activities. 


e (3) Breakdown of tax charge into: (i) United 
. Kingdom income tax; (ii) other United 
Kingdom taxes on profits; (iii) overseas 
tax; and (iv) United Kingdom relief 
thereen. 
(4) More detailed explanations of: 
(i) the basis for computing the tax charge; 
ii) the method of depreciation adopted; 

dii the method of valuing stocks; 
as the treatment of stock profits (losses) ; 
(v) the treatment of subsidiaries’ profits. 


Valuation of Fixed Assets 
isclosure of market value of land and 
buildings, and of other classes of fixed asset 
wherever practicable. 


Valuation of Investments 

(х) Aggregate market value of ell quoted 
investments. 

(2) Directors’ estimate of value of unquoted 
investments. 

(3) Company's share of the earnings, reserves 
and net book assets of the companies in 
which it holds investments. 


Sources and Uses of Funds 
(1) Separate figures for purchases and sales 
of fixed assets in each class. 
(2) Explanation of treatment of profits made 
on realization of investments. 
(3) Summary of tables of sources and uses of 


У 


Balance Sheet - Miscellaneous 
(1) Breakdown of stocks into: (i) raw 
materials and fuel: (i) (ii) work in progress; 
and (iii) finished goods. 
(2) Separate figures for: 
(i) leaseholds, distinguishing short from 
long leases; 
Gi) freeholda 
(3) Details of all approved capital expendi- 


ture. 

(4) Particulars of, and of parent company's 
holdings in, subsidiaries and major 8580- 
ciated companies. 


(5) 


(6) 


— no recommendation 
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Turnover, with appropriate ex- Aggregate turnover, unless 
planations and divisions. disclosure considered harm- 
201 by directors. 
Irfo-mation about operating and 
trading activities, preferably in 
stetistical form. 
(1) 
v v 
у у 
Subdivision of income from 
ron-trade investments between 
cuoted and unquoted invest- 
nents. — 
(2) Analysis of trading results be- 
- tween activities, where appro- 
priate (C). — 
) ex У 
(4) 
м = 
v v 
Detzils of any revaluation (dates, Details of any revaluation 
ard names of valuers); dates of ‘dates, and names of 
purchase of major items shown 7aluers). 


at cost, 
(1) Value of quoted investments. 


from 


ments, 
(2) Aggregate dividends 
quoted trade investments. 


(х) Velue of quoted invest- 


(2) Directors’ valuation of un- 
qvoted investments or in- 


formation about dividends 


received 


and the under- 


lying earnings and reserves. 


'Tab.e of movements of fixed assets. 
and sales 


(9 Y 


Subdivision of borrowings accord- 
ing to repayment dates, giving 
appropriate interest rates. 

Parüculars of any controlling share- 
holding in the company. 


4/ recommendation as stated in first column 


Seoarste figures for purchases 


of fixed assets. 
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Weekly Notes 


ACCOUNTING AID FOR FARMERS 


NEW feature of this year's farming price 
review as presented to Parliament is the in- 
troduction of a financial incentive to encourage tke 
keeping of accurate business records as a basis for 
making farm management decisions. The first of 
two euch grants will be made under a revised version 
of the Small Farmers Schemes, originally started 
in 1959. Payment will depend on the farmer sub- 
mitting and implementing a three-year management 
programme to increase productivity and profit- 
ability backed by reliable accounting records. The 
total maximum grant for any one business will be 
{£1,000 and the scheme applies to farms with up to 
one hundred and twenty-five acres of crops and grass 
and a standard labour requirement, calculated on an 
up-to-date basis, of 600 standard man-days. It is 
estimated that about forty thousand farm businesses 
in the United Kingdom will be eligible. 

Тће second grant will be to farmers outside the 
Small Farmers Schemes and takes the form cf 
payment over three years for approximately 75 per 
cent of the estimated cost of keeping records with 
a maximum grant of £100. As a start, pilot schemes 
are to be introduced in Staffordshire, Norfolk and 
Cheshire this year. 

It is expected that these tangible tokens of en- 
couragement will result in a demand from farmers 
for secretarial services and accountants in practice 
likely to be approached are advised to read the 
official Government publication entitled Annual 
Review and Determination of Guarantees, 1965, 
obtainable from Her Majesty's Stationery Office, 
price 35 6d net. 


PARTNERS’ PENSIONS AND THE 
FINANCE BILL 


N June 5th we referred in a leading article to 

the criticisms which had been made by The 
Institute of Chartered Accountants in England and 
Wales of clause 12 of the Finance Bill. The ostensible 
object of the Government in introducing clause 12 
was to check avoidance of surtax by means of annuity 
covenants which were not caught by section 415 of 
the Income Tax Act, 1952. The Institute pointed 
out that clause 12 seemed to go a good deal furthe- 
than was necessary, in that it put in jeopardy schemes 
between partners in professional practices. The 
Government promised to look into this and have 
now introduced a new sub-clause to clause 12 which 
reads: 
‘(3) Notwithstanding subsection (1) of this 
section, subsection (1) of the said section 415 shall 
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not apply to income consisting of annual payments 

amade for full consideration: 

(a) under a partnership agreement by a member of 
a partnership to or for the benefit of a person, or, 
if he is dead, the widow or dependants of a 


s 


person, who has ceased to be a member of the ~ 


partnership by retirement or death; or 
(5) by any person in connection with the acquisition 
by him of the whole or a part of a business to 
or for the benefit of the person from whom it 
is acquired or, if he is dead, his widow or 
dependants, 
Эг to income arising under a settlement made by 
опе party to a marriage by way of provision for 
zhe other after the dissolutioif or annulment of the 
marriage or while they are separated under an 
order of a Court or under a separation agreement ' 
Deing income payable to or applicable for the 
Denefit of that other party.’ 


As regards separated husbands and wives it is 


a nity that the Government have not gone further, —+ 


because a number of anti-avoidance provisions in 
те оп to settlements operate against separated 
coaples. 


COMPUTER EDUCATION AND APPLIED 
RESEARCH CENTRES 


HE Council of The Institute of Chartered 
Accountants in England and Wales, in co- 
op2ration with the Scottish Institute and the British 
Computer Society, is exploring the possibility of 
a Computer Education and Applied Research Centre 
or Centres being established on a national basis. It is 
preposed that as a first step a feasibility study should 
be undertaken in parallel with the Scottish Institute. 
—iaison has been established with the Ministry of 
Technology and an approach is being made to the 
Department of Education and Science to ascertain 
what support for the proposal might be forthcoming 
from the Government. 

-t is envisaged that the research centres would 
previde tuition on all aspects of electronic data 
processing, a library and a research and information 
service for both industry and the profession. The 
Council wishes it to to be known that the centres 
would not provide a consultancy service of the kind 
offered by many members of the profession. 
` А team recently set up by The Institute of Char- 
terzd Accountants of Scotland to study the feasibility 
of zstablishing a Computer Education and Applied 
Research Centre in Scotland has already held a 
number of meetings and initial contact has been 
made with various users. During the summer ап 
approach will be made to all computer users in 
Scotland to discuss the proposed functions and 
organization of the centre and to collect information 
anc opinions on a wide range of relevant topics. The 
team will be glad to hear from industrialists and 
business men and other organizations in Scotland who 
ma; be considering the installation of computers or 
are interested in their applications. 

‘The feasibility study team, whose membership 


- 


ANS 
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includes both chartered accountants and others, is 
broadly based. It consists of people drawn from the 
universities, from industry and from accountancy 
practice, whose experience and interest is repre- 
sentative of the three fields to be covered. 

The importance of this feasibility study to Scctt-sh 
ind needs no emphasis, and the setting vp in 
Scotland of the type of centre envisaged could maks а 
major contribution to the resurgence of the Scctt.sh 
economy. 


PLAN OR NO PLAN? 


HE publication »few weeks ago by The Institute 
of Economic Affairs of Mr John Brunner's 
The National Plan: Prelim:nery 
Assessment, prompted Mr Austen Albu, M.P., Minis-er 
of State at the Department of Economic Affairs 
to defend publicly his department's proposals. His 


J»—response to Mr Brunner's criticisms together with 


* 


the latter's further comments thereon are now 
incorporated in a second edition of the paper. 

Mr Albu contends that planning is essential since 
the present economic system does not functon 
satisfactorily. Furthermore, a better knowledge by 
companies and industries of their various problems 
and future policies will be conducive to greater 
efficiency. He stresses that the plan will be perm:ssive 
rather than prescriptive, and that recent develop- 
ments in economic forecasting make overall plann.ng 
practicable. 

Mr Brunner remains unrepentent, however, 
stressing the obvious differences among the Govern- 
ment supporters as to the degree of direction such 
planning should entail. He reiterates the view that 
much of the plan is irrelevant to the basic problems 
of the economy and contends that business confideace 
is not likely to be increased by the apparert in- 
decisiveness of the official expectations as formulated. 

For readers interested in this topic, whick will 
doubtless loom large at the next general election, 
this Eaton Paper makes thought-provoking receding. 


FEDERATION OF STOCK EXCHANGES 


TOCK EXCHANGE FEDERATION, under 

which the London Stock Exchange, the Associated 
Stock Exchanges and the Provincial Brokers! Stock 
Exchange will work to common rules and regulations 
could hardly have come into operation at a .ess 
propitious time. Stockbrokers are more conceraed 
with trying to find business than they are vith 
attempting to appreciate the changes that fede-ation 
18 expected to bring. 

One of the results is likely to be the gradual zmer- 
gence of stockbroking as а profession rather thar an 
occupation. Gradually is the operative word. Examin- 
ations for stock exchange membership are urlikely 
to become fact for eighteen months or so on a federa- 
tion scale, although examinations have been a feature 
of the Provincial Brokers’ Stock Exchange for some 
years. 
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Another, and possibly more immediately pertinent 
result, is that under federation there will be one set of 
criteria for the grant of a stock exchange quotation 
for the shares of companies coming to the market for 
the first time. In the past, particularly in the com- 
paratively recent past, companies have obtained pro- 
vincial stock exchange quotations and have thereby 
secured London dealing facilities although not full 
London quotation status. 

Under federation, the small one-man stockbroking 
frm will disappear in time and the trend towards 
stockbroking and, in London, stockjobbing, mergers 
is likely to be accelerated even beyond the rate now 
ordained by sheer economic necessity. 

Within the framework of Federation, provincial 
exchanges will still be able to rezain their local charac- 
ter but, in the same way that exchanges in Scotland 
have been grouped into 'The Scottish Stock Exchange, 
so exchanges in Lancashire and Yorkshire are being 
grouped into the Northern Stock Exchange which 
will co-ordinate exchanges in Yorkshire and Lanca- 
shire and in due course publish its own Official List. 

Questions of advertising, the admission of women 
members and the presentation of the services of stock 
exchanges to the public are matters to which the 
Federation will address itself znd the London Stock 
Exchange has its own modernization problem. 
Federation is the means of solving problems rather 
than a solution in itself. 


CLOSE COMPANY DIRECTORS ALLOWED 
MORE 


HEN the Finance Bill was first published we 

drew attention in a leading article to the limits 
imposed on the amounts which a close company 
could deduct in respect of directors! emoluments. 
There was to be an overriding maximum of £25,000. 
Where there were whole-time directors the general 
15 per cent limit was to be increased to £11,000, 
reduced to £8,500 if for half oz more of the account- 
ing period there were less than four full-time directors 
and to £6,000 if there were less than three. If the 
highest paid of these directors received less than 
£3,500 the amount to be allowed for the others was 
to be increased by the difference. We pointed out the 
disparity between these meagre allowances and the 
salaries paid to ministers and part-time Members of 
Parliament. It is gratifying to note that these criticisms 
were at any rate partly met this week at the report 
stage when the Government introduced amend- 
ments making the following increases: 


Old figure in New figure 
clause 69 
£ £ 
11,000 13,000 
* 8,500 10,000 
6,000 7,000 
3,500 4,000 


2,500 3,000 
The £25,000 overriding limit was abandoned at the 
Committee stage. In computing the income on which 
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the normal 15 per cent limit is applied, not only is 
the directors" remuneration to be added: back but 
also investment allowances.. 


CRISIS IN THE COMMON MARKET 


N the last two weeks the French Government has 
created: а deepening crisis for the European 
Economic Community. Having already told the other 
members of the European Common Market that they 


This is My Life... 
by an Industrious Accountant 


CHAPTER 284 


E ТЗ a so-and-so lie, snorted our fat 
departmental accountant. The cost account- 
ant, scarlet with indignation, snapped that too many 
eople were getting too big for their boots these days. 
Their nominal junior, the punched-card section 
supervisor, back to the wall under their oap СЕ 
retorted derisively: ‘Empire building! Just plain 
old-fashioned empire building again.’ The internal 
auditor and the office manager, forgetful momen- 
tarily of their exalted lineage in our hierarchy, 
interrupted heatedly with counter-recriminations. 
For the first time in my career I had to thump the 
table for silence. 

‘Gentlemen,’ I said, with frosty dignity. ‘Kindly 
remember that you are the company’s accountants, 
the créme de la créme of the staff; not a rabble of 
yahoos.’ That shook them for a moment, then the 
D/A started spluttering again, so we all told him to 
shut up. Really, it was the sort of undignified moment 
in history — like Homer nodding or the square 
breaking at Quatre-Bras – over which one would like 
to draw a veil. 

It was all the D/A’s fault, needless to say. He had 


tried to pull rank once too often. His subordinate had - 


nearly exploded in return; now must justice be seen 
to be done. That was my problem. 

On second thoughts, honesty compelled me to 
admit (to myself) that the fault may just possibly 
have been mine. Maybe I had allowed the lines of 
authority to become blurred, or the chain of com- 
mand to be broken. I recapped, slowly. 

First, it was the D/A’s function to report periodical 
sales, gross profits, etc., to the sales manager, but the 
D/A, being lazy, had tended to fall behind. He received 
the figures promptly enough from the punched-card 
section, but held them up too long for scrutiny and 
interpretation. Besides, his interpretation had re- 
cently been sketchy and superficial. In consequence, 
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have failed to fulfil agreements entered into regarding 


agricultural policy by an agreed date, it has this week 
taken matters а step further by withdrawing its 
representatives from the E.C.M.’s working groups in 
B-ussels. 

Ít seems reasonably sure that France could have 
obtained the substance of its objectives on agri- 
cultural policy if she had been prepared to accept а 
statement of principle on the powers of a European 
parliament after 1970. France has, for its own tactical 


the sales manager had developed the habit of drop- · 


ping in occasionally to the P/C supervisor for an 
advance look. That official, very much on the ball, 
had learned to look out for what was needed; as 


liaison developed they side-tracked the D/A. By the. к 


time he had awoken to the facts, the damage was 

dcne. He'd erred badly also, by blaming the office 

manager for slow distribution of his reports. . . . 
Punched-cards analysed our expenses in consider- 


к^ 
4. 


) 


able detail for the cost accountant, who his recently · 


been doing a good job on overhauling our budgetary 
coatrol system. Concentrating on this effort, he'd 
rather neglected his statistical abstracts of wage 
mevements for the managing director who, wan- 
decing into the sorting and tabulating room one 
day, e fascinated with the equipment. Per- 
sonally, this sort of glorified Meccano leaves me cold, 
but the M.D. is different. He’s the type of man who 
likes to mess around with the innards of his Jaguar 
enzine, so what with one thing and another, he 
soon commenced to get special reports. 

Jnfortunately, one of them contradicted flatly а 
mejor opus prepared by Costs, who had accrued 
oustanding commitments in blissful ignorance that 
ou- over-zealous P/C man had included them already. 
Tte internal auditor, instinctively doing a shrewd 
check on procedures, intercepted the erring document 
just in the nick of time. His well-intentioned advice 
wa3 regrettably ill-received by Costs, hell bent on 
insisting that service departments should work to the 
Боск and weren't entitled to take the initiative 
without first consulting their superiors. The office 
manager, incensed at being forced to put typists on 
overtime in June to meet the deadline for an opus 
done twice during the previous week, had read them 
all -heriotact. . .". "Team-work, gentlemen, team-work, 
please,’ I repeated . . . the faces around were set and 
вш еп... this wasn't going to be easy. The simple 
solation of smacking down the P/C supervisor would 
ruin his morale irretrievably; reassessment of 
furctions was due. . 

Perhaps the solution would be to rotate the main 
prctagonists job-wise, and then let each of them 
offer an opinion on the ideal organizational structure. 
This brainwave started off the argument again, 
except that this time I was in the middle of it. But 
it really wasn't such a bad idea. ... 
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reasons isolated herself from the other members of the 
E.E.C. and the conclusion will be widely drawn 
that this has been done to prevent either or both of 
two things happening. 

It may be that on economic grounds alone France 
does not wish the European Common Market -o 
progress as fast in the future asit has done in the 
recent past. The technical issue chosen has keen 
agricultural policy but it may well be that the French 
are more worried about the problems of integra-irg 
French industry than with finding accommoda-icn 
on agricultural prices. Politically France may prsfer 
to see the European Economic Community frczen 


at its present stage of Integration rather than face the 


e 
в 
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third stage of development at which majority voting 
атопр members will become sufficient on certain 
issues to enforce compliance. among all members. 
From the date at which such an arrangement comes 
into force French foreign policy must become to 
some extent influenced by th» voting attitudes of its 
fellow members in the Comrrunity. 

One way and another the indications are that 
France is reluctant to see the European Economic 
Community go forward. Ап even more critical 
question for France may be whether it can now stop 
the forward impetus. There are those who think that 
although the E.E.C. may go forward only slowly, it 
certainly cannot stand still much less go back. 





Finance and 
"^ Commerce 


Associated Fire Alarms 


HE affairs of Associated Fire Alarms Ltd will be 
the subject of investigation and comment for 
some time to come and this week's reprint places cn 
record the company's position as it was provided -o 
shareholders in a statement on July 2nd. The ürst 


points to be made in these notes are to report tke 


-7 


comments and explanations which accompany the 
figures reprinted. 

The net profit of the group before tax is arrived 
at after charging depreciation of £577,691 d 
£445,646), directors’ remuneration £29,618 (1963: 
137770), and £20,000 paid to a former director on 
termination of his services. Additions during the 
year to fire, police and central station equipment and 
apparatus on hire have been capitalized at four-een 
years? purchase of the annual rental and maintenanze 
income accruing from new installations, and 
£1,382,906 (1963: £1,301,804) has been deducted 
from operating costs. The а auditors haze 
informed the directors that in their report to sharz- 
holders they will again qualify in respect of this 
basis of valuation. 

In a statement to shareholders dated December 
19th, 1964, the board made a profit forecast based 
on internal accounts for the ten months to October 


ТА 31st, 1964, prepared by the company's staff. 'Th's, 


although reassuring, and confirming an earlier 
forecast of maintained profits, stated that the contribu- 
tion expected from Australian subsidiaries would not 
materialize, that United Kingdom companies had 
maintained an earlier reported turnover increase, 
but that costs had risen faster than expected. 


Arithmetical Error 


During the course of the suEsequent audit for 1964 
it was discovered that the internal accounts included 
an arithmetical error in computing certain rental 
income which, on capitalization, resulted in an 
over-estimate of some £214,000. In addition, the 
estimate of accrued expenses was under-provided 
by a further £50,000, and the estimated contribution 
to profits from certain subsid-aries fell short by some 
£46,000. These were the ma:n reasons for the error 
in the forecast given in Dec2mber 1964. When the 
forecast was made, it incluced an estimate of the 
profits attributable to the cempany’s 62} per cent 
shareholding in Electrical Installations Ltd, whereas 
the results of the group for 1964 include only a 
dividend of £15,625. 

Turnover, as will be seen from the reprinted 
details, rose by about 23 per cent in the case of the 
United Kingdom companies and by 28 per cent in 
the case of the overseas companies. The total 
operating costs of the United Kingdom companies 
amounted to £4,384,000 — an increase of about 
274 per cent over 1963. The principal 1964 excess 
expenditure over 1963 was ircurred 1n direct labour 
viden an increase of 39 per cent), materials 
£214,000, 28 per cent), selling and general expenses 
(£139,000, 47 per cent), depreciation (£143,000, 33 
per cent), administration costs (£36,000, 15 per cent), 
and finance costs (£42,000, 47 per cent). In 1964 the 
group's Australian interests made a loss of £18,571. 
The Australian companies have LAr} million of 
orders on hand and expect tc make a profit in 1965. 


Investigations 


With reference to the net assets of the group as 
at December 31st, 1964, де ога, in the case of the 
parent company, amounted -0 £1,203,057, of which 
£358,620 was then outstancing for more than six 
months. Тће directors cons der, however, that the 
amounts are recoverable. The company’s auditors 
have indicated to the directors that in their report to 
shareholders, they intend to refer to the bad debts 
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ASSOCIATED FIRE A.ARMS LIMITED 


‘The Board of Associated Fire Alarms Limited announce the following resulte for the yaar ended 31st December, 1964, which are subject to completion 
of the audit; it Is not expected that the final "lgures will differ in any material respect:— 


Ne: rofit of the group before taxation:— 


Security Companies T. i ds E ЈЕ 55 
po Companies E sis vu ES 
Electrical Installations Limited (seo Note below) ES ag Ре 
Taxation on profits for the year k Sa ss ss 


less: Income tax recoverable and adjustments for previous yours 


Net profit of the Group after taxation .. ss $4 ae 2 
less: 
Pre-acquisition profits .. >ë A s а 5 
Profits (losses) attributable to minority Interests ES .. es 
Net profit attributable to the Group (See Note below) m" HS 














Years ended 31st December 
1964 1963 
£ £ £ £ 

Р a" v E 13,754 380,985 
E $ 8,437 (Loss) 40,455 
5 vx ‘ 15,625 (Dividend 120,042 
20,942 541,482 

od К А ex 12,250 147,724 

è s 30,000 3,424 
(17,750) 144,300 
Us vs T Ae 38,692 397,182. 

$ f : — 1,203 

== s (8,124) 22,264 
8,124 (Add) 23,467 
А . ; £46,816 £373,715 





) 
A 


Nota: Since 31st December, 1964, the Company паз sold Its 624%, shareholding in Electrical Installations Limited for £484,375 in cash at a profit of £29,875 which 9 
has been credited to capital reserves. The profit before taxatlon of Electrical Installatzons Limited for the year ended 31st December, 1964, of approximately £150,000 
(subject to audit) has not been consolidated, Only a dividend of £15,625 (grcss) has been Included In Group profits, 





For the years ended 31s% December, 1964 and 1963, the gross turnover and 
other income of the Group (excluding Electrical Installations Limited In 


both years) was:— 
Years ended 31st 
December 
1964 1963 
£ £ 
5: Sieh vales of security install d 
Outright sales of secu i ations an uip- 
ment E Ame 1,550,548 1,152.098 
Gross income "from. ‘the provision of " security 
servicos s .. 116127 101.677 
Gross rental and maintenance Income 679,439 579.402 
Charges made to customers on the instailacton of 
new equipment on hire .. 55 sa .. 666,876 613.030 
3,012,990 2,446207 
Overseas Companies:— 
Sales (mainly P electrical contracting) ae 1,298,450 1,014,939 


£4,311,440 £3,458.146 








At 31st December, 1964, the net assets of the Group at net book value 
amounted to £4,676,758 (1963; £4,478,571), as a dc 





£ £ 
Fixed Assets; 
Freehold and leasehold land and build- 
Ings (less mortgago of 473.426 
eer vehicles, plant and machinery, 
283.660 
Fire. “police, Central Station Equipment 
and Apparatus-on-Hire d vs 3,280260 
4,037,346 
Shares in Electrical Installations Hen 
since sold (at realised value) Е 484,375 
Trade Investments s; 223,081 
Patent and development expenditure. . 216,632 
Goodwill vs at А vs 675.177 
5,636.611 
Current Assets: 
Stock and Workin -progress .. eu 893,425 
Debtors .. s^ РА ae 1,503,581 
Cash E oe M се E 16,7: 
2,413,756 
Less: Current Liabilities 
Bank overdrafts (mainly unsecured) .. 2,092,841 
Creditors and accrued panses .. 900,982 
pation Eod ài up E 1914 
nterim dividend (since m 
3,122,034 A 
Net current liabilities .. bs as — 708.278 


Carried forward 


4,728,333 





£ £ £ 
Brought forward 4,928,333 
Loss: 
Rental and maintenance income re- 
ceived In advance .. Ms 3 223,445 
Future taxation .. sa sis РЕ 11,754 
Minority interests .. zu “% 16,376 
——— 251,575 
Met Assets at 31st December, 1964... £4,676,758 
Reapresenting:— : 
Ordinary shares of 5s, each .. АГ BIOTIN 
ital Reserves: 7 
hare Premium Account .. .. 1,795,683 
Other Capital Reserves .. E 127,112 
1,922,795 
Revenue Reserves v is vs 523,251 
——— 2,446,046 
£4,676,758 





The foregolng figures do not Include the assets and liabilities of Electrical 
lestallations Limited which was sold subsequent to 31st December, 1964. 
The investment in this company has beon included at realised value. 


Based on internal accounts at 31st May, 1965, the current assets and 
liabilities of the Company end its U.K. subsidiaries at that date, compared 
väth the position at 31st December, 1964, was:— 


31st May, 313: Dec- 
1965 ember, 1964 
£ £ 
Current Assets 
Stock and work-in-progress $ vs 650,000 706,000 
Debtors s .. x .. 1,168,000 1,231,000 
Amounts due from overseas ; subsidiaries -— 154,000 155,000 


£1,972,000 £2,092,000 , 








Current Liabilities 
Bank overdrafts .. t .. $e == 
Creditors and accrued expenses .. TP .. 794000 643,000 
Taxation да Ба .. БА m a 46,000 
Interim dividend os .. “+ 2x T 


Excess of current liabilities over current assets .. 


e 


es 
1,900,000 2,029,000 





















(1963, £45,028). The bank 
| 1965, are after crediting the 
Е the shares in Electrica. 
4,375. No physical count of 
ess was made at May 31sc 


of bad debt pro- 
8 and circumstances 
was substantially leas 


‘ Fire Alarms ss е shares at per 
Chubb about ст per cent of the enlarged 
fated Fire Alarms equity. On June roth it wes 
ced that, after consultation with their prc- 


pro days later negotiations with another concern 


pf the United States was named as having 
івзіопв. Five days later came the announcement 
the Kidde negotiations had been suspended 
dt negotiations with another company were 
uing. Mr W.. A. McPhail, Associated Fire 
s chairman, the announcement said, was to 
provide additional funds necessary for the normal 
operation of the company's business. 

On Monday of last week dealings in the company's 
Shares were suspended. -In addition to the com- 
sultant’s and independent chartered accountants’ 
investigations, previously mentioned, Mr L. Austia, 
a former Labour Member of Parliament, and Miss 
Freda Spurgeon, of the Association of Women 
„у Shareholders, have indicated their intention əf 
pressing for a Board of Trade inquiry into the 
company. 

"Тыв week in the Commons, however, Mr George 
Darling, Joint Minister of State, Board of Trade, 
„stated that there did not appear to be grounds fr 
the appointment of an inspector under the Con- 
panies Act, 1948, to investigate the affairs of the 
company. 


announced, and on June 21st, Walter Kidde %. 
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CITY NOTES 


TH institutional funds still moving into 

industrial debentures and private investors still 
content to watch and wait, stock-market business 
remains abysmally small. Any technical rally there 
may be in equities is likely to be used as an opportun- 
ity for getting out of equities rather than as àn 
incentive to get in. 

The prospect of autumn pressure on sterling has 
been intensified by the poor June gold reserve figures 
with sentiment adversely affected by the Treasury 
decision not to show in the figures the full extent of 
pressure on the reserves via the end-May and mid- 
Jone attacks against sterling. 

There does not seem, as yet, to be any concerted 
action internationally on the pressing subject of 
currency liquidity reform. The United States’ view 
appears to be that any action should come from 
Europe but it equally appears that there is no 
European agreement on what basis reform should 
take, . 


RATES AND PRICES 
~. Closing prices, Wednesday, July roth, 1965 
Tax Reserve Certificates: interest rate 28.11.64 3196 


| Bank Rate 
Nov. 2, 1961 6% Jan. 3, 1963 4% 
Mar. 8, 1962 54% Feb. 27, 1964 5% 
Mar. 22, 1962 % Nov. 23, 1964 7% 
April 26, 1962 4% June 3, 1965 6% 
Treasury Bills 
April зо £6 7s Good% June4. £5 тағ 9:3149 
"May 7 6 6s 2574/6 June i1 £5 1a: 
May 14 6 ss 5'694% June 18 5 115 0'57 
May a1 6 ss 698d%  Junea5 5 Ios IO % 
Maya8 26 7» 334d% July a 5 то; o66d% 
Money Rates 
Day to day 44-5199 Bank Bills 
1 41-51, 2 months 5H-6% 
ine Trade Bills 3 months 59-69% 
3 months 7-4% 4 months 5 y^ 
4 months 74°), 6 months ' 5 6%, 
6 months 71-895 
Foreign Exchanges 
New York 2:79 Frankfurt 11:16 
Montreal 3°02 Milan 1743 
Amsterdam 10:05 Oslo 19:961 
Brussels .138:5 Paris 13:67 
Copenhagen 19:3313 Zürich 12:08 
Gilt-edged 
Consols 4% 584 Funding3% 59-69 88d 
Consols 24% 37% 


Conversion 6% 1972 98 
Conversion 54% 1974 90 Savi 
Conversion 5% 1971 юй 


Conversion 34% 1969 89 Treasury 5% 86-89 


Conversion 34% 52 Treasury 34% 77-80 714 
Funding 54% = 87 Treasury 3#% 79-81 70% 
Funding 4% git ‘Treasury a1 37i 
Funding 34% pu d Victory 4% 97 
Funding 39 


War Loan 34% 5X 
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Reviews 


Тће Future of Private Pensions 


by MERTON С. BERNSTEIN (The Free Press of Glencoe, 
New York, and Collier-Macmillan Ltd, London. 95s 
net.) 


This book is too long and repetitive but it is one which 
all who are concerned in establishing or administering 
private pension schemes should read, albeit somewhat 
cursorily. The author tells us in his preface that 
Dean Rostow influenced him to transform his original 
plan for three articles into a full-scale book; from the 
point of view: of the practitioner in Great Britain, 
never was decanal influence more unfortunate. 

However, the book is not hard to read, for the 
author has an easy, concise style and seldom falls into 
jargon. It is not to be assumed that reiteration and 

repeated reiteration alone account for this book's 

length, much of it is taken up by advocating improve- 
ments which have long since been made in this 
country. Thus American pension plans are criticized 
for doing little or nothing for widows, few of them 
prescribe frozen benefits, and only ‘the most luxurious 
schemes’ guarantee pensions for a minimum of (say) 
five years, live or die. 

Interwoven with all this is the advocacy, often in 
new and refreshing terms, of most of the progress 
still to be made here, such as what is too often called 
‘preservation’ of pension rights not in fact existing as 
‘rights’, where the author so much more perspica- 
ciously talks of a need for ‘vesting’ and ‘portability’ 
which can only be secured by vesting. There is some 
useful phraseology in the book, new to the reviewer 
but presumably in current American usage, such 
as ‘separateds’ to mean those persons who heve 
ceased to be in employ for any reason other than 
death. 


Industrial Relations: What is Wrong with the 
System? 

by ALLAN FLANDERS. (Faber & Faber Ltd, London. 
125 6d net.) 


This critical appraisal of the past, present and future 
of industrial relations written by the author of “The 
Fawley Agreements’ is a timely contribution to the 
debate that has centred around the State's role in 
fostering an incomes policy. 

Mr Flanders would prefer to see the State's 
responsibility limited to the creation of an environ- 
ment in which management and labour.can put their 
own house in order, and ће is against attempts by the 
executive to impose its own solution on unwilling 
factions. 

This book was presumably written before the 
present Government’s incomes policy became a 




































major factor in the political sca 
all the more valuable to read 
indicative planning in the fid 
His views ca 
documented b 


industrial relations wij 
Flanders’s wide-rangat 
of the nation's econ 


by Ralph Glag 
POLIT.SCI.(OXON. 
London. 355 net.) 


Like most America 
is comprehensive агі 
basic principles of тај 
quantitative technique 
games theory, and оће 
He also considers the 
triving to achieve competitive TM 

Mr Glasser's book is less am 
considerably briefer. It sets out in 
style the basic principles underlying any P9 
at profitable marketing. It introducta at T 
time numerous ideas which have evolved 
field. 


SHORTER NOTICES 


Errtcrency, EQUALITY AND THE OWNERSHIP 
PnoPERTY, by Professor J. E. Meade, c.B. (Ge 
Allen & Unwin Ltd, London. 215.) This is the prq 
of a course of lectures given in Sweden early in 1964 
main theme of which is the use of the price mecha 
to achieve both economic efficiency and what the ai 
refers to as ‘distributional justice’. He argües that 
is a possibility of a clash between these objective: 
economy such as that of the United Kingdom 
that with the development of automation the cond 
tration. of wealth and distribution of income wi 
become even more distorted than it is. He puts forward 
ideas for taxation aiming at the redistribution of wealth. 
and incomes. 

GiLLETTS — BANKERS AT BANBURY AND OxForD, by 
Audrey M. Taylor. (Oxford University Press, London. 
355 net.) This history of Gilletts bank since 1823 was 
sponsored by the present discount house and makes 
a most agreeable and readable addition to the growing 
number of business histories. There is a pleasant 
parochial note throughout the book in so far as so a 
much of the affairs of the bank were concerned with | 
local business, including that of a cycle manufacturer 
and shop keeper called Mr W. R. Morris, later to 
become Lord Nuffield. For anyone who would like 
to see how business was done a century ago, this book 
will make absorbing reading. 

Амсівмт OR Морвемр Volume 2 of the Hobart 
Papers, by A. R. Prest, Christina Fulop, Colin Clark, 































. Robertson. (The Institute of 

Eatcn House, 66a Eaton 
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ју the addition of a 


TER OF THE Rous (Lord DENNING), 
Davies and Lord Justice RUSSELL) 
Fitlement — Trust fund – Shares in company — 
company to setilor ~ Whether capital sum — 
' company connected with the settlement — 
earlier payment deductible — Income Tax Act, 
sections 408, 411 (4). 

à 1948 the taxpayer made a settlement for the 
fit of his three infant daughters, and the trus- 
consisted of shares in a company. One-third 
р settlement income was to be accumulated foz 
lgughter until she attained the age of 26, wher 
| of the capital, and the accumulations of 
e of income, were to be paid to her. The 
hy was a controlled company within section 
the Income 'Tax Act, 1952, but it was not 
nvestment company within section 262. 

On April 4th, 1952, the company paid £8,563 
to the respondent. On April gth, 1953, the company 
paid him Дто,тоо and on April 3rd, 1954, the 
company paid him £9,100. It was common ground 


that all three of these sums were capital sums withia - 


section 408. The taxpayer was assessed to surtax for 
1953-54, 1954-55 and 1955-56 on the basis that the 
Be eel rem ende oe to be treated as a part of his 
income by virtue of section 408 of the 1952 Act, in 
"that they had been paid to him by the company, 

ee the company was a body corporate connected 
with the settlement as defined in section 411 (2) 
of the Act. 

It was contended on behalf of the taxpayer thet 
the company was not a body corporate connected 
with the settlement in the years under appeal, 
because none of its income Bad bees Been apportioned to 
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RECENT PUBLICATIONS 


. THE ACCOUNTANT, THE TAXPAYER, AND THE third 
edition, edited by Jack Н. Hames, M.A., LL.B.(CANTAB.). 
69 pp. 946. 35s net. The Fiscal Press заа ыды Fiscal 
House, 36 Lattimore Road, St бап Tera: 

Law RELATING TO BANKING, by P 'W. D. Redmond 
LL.M. (M. & E. Handbook Series). ait 202 pp. 7X5. 
Card covers. 12s 6d net. Macdonald & Evans Ltd, 
London. 

Tue TAXATION OF CORPORATE INCOME IN IDA, S. 
Ambirajan. xv-+-315 pp. 9X6. sos net. Asia А у g 
House, London. 

'These books may be obtained from, or through, Gee & Co 

(Publishers) Ltd, The City Library, 151 Strand, 

London WCa. 


the trustees or to a beneficiary under the settlement, 
and none could have been apportioned, even if the 
company’s income had not gd distributed, since 
an apportionment was not possible unless and until 
a direction under section 245 was made. 

It was also contended on behalf of the taxpayer 
that, in computing the amount of any assessment for 
any of the years under appeal, the sum of £8,586, 
which had been paid to him by the company in 
um should be deducted pursuant to section 

(2) (a). The Special Commissioners decided 
in favour of the taxpayer. 

. Held (reversing the judgment of Mr Justice 
Plowman): (1) the distributions made by the company 
prevented an apportionment being made and the 
company was a body corporate connected with the 
settlements within section 411 (4) (5) of tie Act; 
(2) the £8, 586 was not deductible. 


Utitz v. Elwood 


In the Court of Appeal of Northern Ireland 
June 16th, 1965 


(Before ТнЕГокр CurerJusrice( Lord MacDenmorn), 
Lord Justice Curran and Mr Justice SHEL) 


Income tax — Employment — Expenses — Subscriptions to 
clubs to obtain accommodation — Whether deductible – 
Income Tax Act, 1952, section 137 (a), Schedule IX, 
paragraph 7. 

lt was necessary for the taxpayer, in the per- 
formance of his duties as the ing director 
of a company, to go to London frequently; and in 
order to obtain accommodation at reasonable cost 
he became a member of two London clubs. It was not 
disputed that he was entitled to deduct the cost of 
accommodation at the clubs, and there was in fact 
a saving by his staying at the clubs rather than at 
hotels 


'The taxpayer contended that he was entitled to 
deduct, in computing his income under Schedule E, 
the membership subscriptions he paid to clubs. The 
Special Commissioners decided in his favour. 

Held (reversing the judgment of Lord Justice 
McVeigh): the Special Coniinlisionere decision was 
correct. 


F 
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Certified Accountants Week-end 


EMBERS of The Association of Certified and 

Corporate Accountants gathered at St Joha's 
College, Cambridge, on Friday of last week, for their 
annual week-end school. It was particularly appro- 
priate that in a year which has witnessed a maor 
upheaval in the system of national taxation, the 
Association should have chosen ‘Investment’ as the 
theme for discussion on this occasion. 

After the President, Mr С. L. Barker, F.A.C.C.4., 
had opened the proceedings at a cocktail party given 
in the Old Music Room, members listened to an 
introductory talk given by the Chairman of The 
Society of Investment Analysts, Mr C. G. Morey, 
M.A., during which he outlined the aims and objects 
the Society had set out to achieve. 

On the Saturday morning the first business session 
was occupied with group discussions on a paper оу 
Mr А. А. Pakenham-Walsh, M.A., F.A.C.C.A., Head of 
the Department of Management Studies at Trin-ty 
College, Dublin. Its title, "The economics of invest- 
ment’, was sufficiently all-embracing to enable him. to 
range over the whole field of investment activities, 
taking in on the way such aspects as the social, national 
and business implications of investment decisicns. 
Because of the recent shift in emphasis towards a 


Some personalities at the week-end school. Front row (left to righ2): Mr V. J. Oxley, ¥.a.c.c.a. (Member of Council, Chai 
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= Session Г); Mr J. P. Landau, F.a.c.c.a. (Member of Co:meil, Member of Panel); Mr 1. Cresswell (Author, Paper IT); МЕ 

B. Gilliland, M.A., LL.B. (Author, Paper IIT); Mr W. Sholto Clleson, T.D., F.A.C.C.A. (Vice-President of the Association, & 
Chairman, Session П); Mr G. L. Barker, в.А.С.С.А. (President cf te Association, Chairman, Session IIT); Мт A. А. Pakenham- ^. 
Walsh, M.A., F.A.C.C.A. (Author, Paper Г); Mr C. W. Cwler, А.А.С.С.А. (Member of Panel); Mr К. Statham, C.B.E., J.P., 

F.A.C.C.A. (Member of Council); Mr E. A- Ledia-d Smith, r.a.c.c.a. (Member of Council). 
Back row (left to right): Mr Е. C. Osbourn, M.B.E., B-A., LL.B. (Secretary of the Association); Mr P. Beck, A.A.C.C.^. (Leader, 
Group A); Mr G. S. Naylor, ғ.А.С.С.А. (Leader, Group D.); M- D. Е. С. Stroud, a.a.c.c.a. (Leader, Group С.); Mr H. 
Windsor, A.A.C.C.A. (Technical Officer of the Association); Mr D. >. Goch, a.a.c.c.a. (Leader, Group C.); Mr R. A. Spencer, 
A.A.C.C.A. (Leader, Group F.); Mr K. Patterson, Е.А.С.С.А (Leader, Group E); Mr J. Gillow, r.A.C.C.A. (Leader, Group B); 
Mr J. R. Sparey, M.A. (Asurtazrt Secretary of the Association). 


. 
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funds'. He viewed investment from the more orthodox 
aspect of an institutional investment manager who had 
to act with high regard for his responsibilities to һе 
thousands of policy-holders whose funds were in his 
care. 

His comprehensive review of this whole field of 
investment dealt with many of the problems that are 
currently facing accountants and the sobering con- 
clusion to be drawn from his comments was that even 
though the professional investment manager emplored 
all the objective and scientific appraisal techniques at 
his command, he was not always equal to the task of 
unfailingly picking out the ‘high fliers’ and ‘lame 
ducks’ of investment selection. — . 

'The concluding papef, “The active management of an 
institutional investment portfolio', was presented by 

* Mr Brian Gilliland, M.A., LL.B., Investment Manager of 
.. Philips Industries’ Pension Fund, and he approached 
his subject from very much the same standpoint as zhe 
previous speaker. It is inevitable that the custodian 


of substantial sums that have to be invested on bekalf 


- of the members of a pension fund cannot afford to take 
е a highly unorthodox line on investment policy, 
however strong might be the urge to experiment, and 
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Mr Gilliland demonstrated very convincingly the 
quality of thought and princzple that underlies the 
actions of those who have to czrry out the day-to-day 
task. 

Both Mr Gilliland and Mr Cresswell emphasized the 
serious complexities facing institutional investment 
managers in the environment created by the proposed 
corporation tax and capital geins tax, although they 
thought the view of most professionals was that ‘life 
must go on’. However, the present state of flux in the 
fiscal and economic situation required a flexibility that 
precluded laying down too mary hard and fast ground 
rules. 

The lively general discussions that followed the 
group meetings evidenced the keen interest in the 
activities of the institutional investors and the authors’ 
labours were well appreciated. 

Although the business programme did not allow 
much time for leisure activities, the Guest Night 
Dinner in Hall, at which the Eresident welcomed the 
members' wives and other guests, proved to be a very 
pleasant social occasion and tne general feeling was 
that the week-end school hac maintained the high 
standard set in previous years. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


ANNUAL SERVICE 


The annual service of The Institute of Chartered 
ccountants in England and Wales was held at the 
urch of St Margaret, Lothbury, London EC2, on 
,' ‘ednesday. The President and members `of the 
“Council, together with a number of other members 
were present. 

The service was conducted by the Rev. A. J. 
Drewett, M.A., B.SC., Rector of St Margaret and Rural 
Dean of the City, and commenced with the hymn 
‘Soldiers of Christ arise’. After the singing of Psalm 26, 
the lesson from St Luke, chapter rr, verses 33-36, 
was read by the President, Mr К. McNeil, Е.С.А. 

The other hymns were ‘Oft in danger, oft in woe’, 
and ‘He who would valiant be’. The collection for the 
Chartered Accountants’ Benevolent Fund amounted to 
£59 18s. The Rt Rev. К. C. О. Goodchild, m.a., Bishop 
of Kensington delivered the sermon, and in the course 
of his address said: 


The Sermon 


‘Be not conformed to this world but be ye transformed 


by the renewing of your mind that you may prove wkat 
ts the good and perfect will of God’. (Romans 12, verse 3.) 
ii One of the problems which confronts the contem- 
porary church is the sharpness of the line drawn 

— between those who go to church and those who do not. 
'The problem is not made easier when many of thcse 
on the non-church side of tbe line claim to be as 
Christian as those on the other. It is not that they are 
anti-church; it is just that the church seems irrelevant 

to them. There are occasions when the church does 
speak to their need — baptism, marriage, death are often 


such. There are other occasiors, such as the present 
annual service, when a particilar relation seems to 
exist between certain work that is done and the wider 
purpose that the work serves — a purpose which the 
church is there to represent — the good of the com- 
munity. The great temptatior for the clergy is to 
concentrate all their activities on the minority who 
come to church. The great danger to the church's 
worship is that it is seen to be an optional extra for 
those who like that sort of thing. No two attitudes 
could have been further from the mind of the Founder 
of the Christian Church. 


Concern for the Whole Man 


First, it is evident that the concern of Christ was not 
just with the ‘church’ man, but with ‘every’ man. His 
mission was to man, with whom he sought to identify 
himself on every level of man’s experience. The 
church has its part to play in -his exercise, but only 
in so far as it was an instrument of this purpose and 
not an end in itself. This identification of God with 
man is amply illustrated in the Gospel but particularly, 
of course, in the two great events which mark the 
beginning and the end of that earthly ministry. 
Nothing could be more indicative of Christ’s in- 
volvement in the ordinary life and experiences of men 
than his birth to humble paremts in a stable behind 
an overcrowded inn in a Judean village. By the same 
token, his death on a cross, amongst a routine batch 
of prisoners because he had standards and values to 
proclaim which people would net accept but which he 
was prepared to die for was hardly the act of a man 
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for whom religion was an optional extra. This has 
always been the substance of the Christian message. 
It is addressed to the whole man wherever he is, in 
the totality of his experience. If the church, in so Zar 
as.it is there to continue the work of Christ, as we 
believe it is, gives any other impression, by so much 
has it strayed from its original commission. 


Response of the Whole Man 

Secondly, it із evident that if man was to find his 
true purpose in life his response to God must be as 
total as God's concérn for him. It was always this kind 
of claim that Christ laid upon people. Some he called 
to a specialized whole-time ministry, as indeed he s-ill 
does. He chose twelve that they might be with him, 
and in each case the call and its response was a total 
one, ‘They left all and followed him’. Others were 
left in their jobs, as it were, such as the dubicus 
Zacchaeus in Jericho who made great capital out of 
the taxes he raised for his Roman masters, and earr:ed 
much unpopularity besides. After spending a day with 
Christ, he announced – 'the half of my goods I give 
to the poor, and what I have taken wrongfully from 
any man I restore fourfold’. Once the call was accepted 
the responses were total. Here was a whole-time lay 
ministry. The possibilities were just the same for chat 
enthusiastic young man who came to Christ desir-ng 
to follow him if only he might be allowed to go home 
first and take leave of his family. ‘No man’ said Christ, 
*having put his hands to the plough and looking back 
is fit for the Kingdom of God'. А hard saying but -he 
point is clear. à 

'The point is even more strongly emphasized in -he 
case of the rich young man who came to Christ — 
pleased with his life, yet strangely dissatisfied. He asked 
what were, in Christ's estimate, the conditions of 
eternal life. Christ asked what he, the young man, 
thought they were. The young man imagined that the 
keeping of the commandments were such but, as he 
pointed out, he already kept them. He went to church, 
he paid his tithes. He fulfilled his obligations to chu-ch 
and society. Christ saw the chink in his armour, an area 
he decided to keep from God. ‘One thing thou lackest, 
go sell that thou hast, give to the poor, and come follow 
me’. But he would not do this, and he went away 
sorrowful, as he had great possessions. He could not 
make that total response and so his life remained unsatis- 
fied. Perhaps it is at this point that the church has failed 
in accommodating itself to men’s weakness — has 
failed to show that work and leisure and all forme of 
human activity and responsibility only find their proper 
fulfilment when all and not some are related to God. 


Stewards not Owners 
Thirdly, it is evident that man only finds his true 
satisfaction when he recognizes the nature of the world 
in which he lives and his own status in it. Genesis puts 
it simply and graphically. All the while Adam and 
Eve saw God as the creator of all things and themse_ves 
as creatures, with the garden of Eden as a trust they 
held from him, did they find happiness and ful- 
filment. It was only when they desired to usurp God's 
position that they found frustration, and then un- 
happiness. Nothing has virtually changed. We are 
dependent on God. Our status in the universe is to be 
fellow workers with God, but it is his will that has to be 
achieved, not ours. We achieve this will, and in- 


July 10th, 1965 


cidentally find our own fulfilment, when we regard all 
we are and possess — our time, our ability, our sxills, 
our possessions, our material assets — as a trust; for 
the proper exercise of which we are responsib.e to) 
God rather than or as well as to man. Christ прва 
this in the story of the merchants who went abroad 
leaving his affairs in the hands of his stewards = 'to 
one he gave five talents, to another two, and to another 
one, saying “‘trade until I return".' On his return the 
five and the two talent men showed a profit: "Thy 
five talents have gained another five’. “Well done, zood 
and faithful servant’. Ви! the man who had received ` 
the one talent had things of his own to do in his own 
way. He hid the talent with the object, not of misusing 
it, but of not using it at all. It was this lack of res- 
ponsibility with money that was not his own that 
incurred his employer's judgement. He lost his job. 
You-»whose daily task it is to handle other pecple’s ~- 
money can no doubt take the point more easily than 
most. Christ showed great interest in peoples’ attitude 
to money, for he knew that this was to touch us үу 

we are most sensitive. At no point is-our sense of 
ownership so strong as it is with our possessions. А * 
proper sense of stewardship at this level affects -our 
characters and personalities on all levels. Christ 
watched people on one occasion putting tbeir offerings 
into the 'lemple treasury and observed how the 
wealthy put in much, but there came a poor widow 
who put in two mites, which make a farthing. I: was 
this gift which really attracted him. It was she who had 
made a real and responsible sacrifice, and this had 
repercussions on all levels of her life, not least in her 
relationship with God. 


The Nature of Worship 


But what has all this to do with our original probiem — 
the relevance of the church? If the total interest o 
God in our affairs is matched by our total respo 
then worship, in the end, becomes a natural and a?most ` 
compulsive expression of that response. We are in the - 
habit of offering from time to time a part of ourselves 
to things and to people that we consider to be of worth. 
People worship position, power, status, money, as 
they worship other people or, indeed, sometimes 
worship themselves. Worship is not foreign to us. But 
if God is that which is of highest worth then he demands 
the response of the whole man. It is this whicl. dis- 
tinguishe) the worship of things from the worskip of 
God. If God is that whicb is of highest worth then the 
response to him is not only a total one — the conscious 
offering of all we are and have, that it may be used 
responsibly on his behalf — but it is also a corporate 
one for we are all dependent on Him. It is to provide 
the context for these two aspects of man's life that the 
church is really there. It is there to enable man to 
make this conscious offering of life, in company with 
his fellow men, that his life with all its activities may 
continually be transformed and renewed. There should; 
be no real distinction between churchman and р 
Christian. The one exists to help us become moreé 
fully the other. It is easy enough, as St Paul reminded 
the Romans in his letter — even if one’s intentions are 
Christian — to be conformed to the world. But the 
worship of God, for which the church exists, effects 
that transformation whereby our minds are renewed 
and we begin to discover *what is the good and rerfect 
will of God’. 
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Certificate i in Manscement Information: 
| COURSES OF ORAL TUITION 


Te clundpddas six’ du Corso dn Manage: 
ment Information will be held in October 196€; 
candidates for this examination are required to register 
with Тће Institute of Chartered Accountants in 
England and Wales not later than October 1st, 1965. 
Candidates will not be eligible to register for the 
examination unless two years have elapsed, or will 
have elapsed, by the date of the examination from the 
date of their admission to membership of the Institute. 

‘The syllabus for the examination, an illustrative 
reading list and specimen questions, together with a 


7 registration card, are available from the Institute. 


Institute library contains copies of all the books 
on the illustrative reading list, and members wishing to 


* borrow are invited to write to the Librarian. 


‘The certificate is intended to serve a broad educa- 
tional function for newly-qualified members especially, 
whether on, the practising side of the profession ar 
in industry and commerce. Tt is hoped that the great 
majority of newly-qualified members will take th» 
examination. For most students the syllabus wil 
necessarily involve a considerable extension of tech- 
nical knowledge as such; the emphasis, however, wi:l 
not be on mere acquisition of. knowledge but on ths 
evaluation and application of it, and hence on reason- 
ing power, grasp of underlying principles and problem 
80 


'The Education Committee of the Institute believes 
that courses of oral tuition will form a valuable part 
f the preparation for the examination. The committee 
therefore caused inquiries to be made among 
colleges of further education regarding the availabilit 
of such courses. Set out below for the informatiom 
of members is a list, arranged by towns, of the colleges 
which are prepared to provide courses. Attention is 
drawn particularly to the following points: 
(а) Only colleges which have well-established courses in 
management and related subjects have been included. 
(6) The list has been compiled from information supplied 
by these colleges mdi » not necessarily exhaustive. 
Further courses may subsequently and 
lists will be published i in cdd issues of The Accountant. 
(c) Brief details only are given. In the early stages mosz 
courses will be on an evening only or on a part-time 
day and evening basis. The longer term objective, 
however, is the provision of courses involving periods 
of full-time study. In many cases it is already in- 
tended to include one or two short residential periods 
| example, week-end seminars) Further in- 
ormation on these and other matters, including the 
date of commencement of the course and fees, car. 
be obtained from the college concerned. 


It is proposed that The Institute of Charterec 
Accountants in Ireland will participate jointly in the 
tion for the Certificate in Management In- 
formation. Such participation is, however, subject tc 
the necessary approval being obtained by that Institute _ 
Members of the Irish Institute will be notified of 
further details if and when the necessary charter a anc 
by-law amendments have been approved. 


(d) Most of the courses will be specifically related to the 
Certificate in Management Information. Ín some 
cases, however, parts of the course may be combined 
with courses leading towards other qualifications. 

It is hoped that short courses will also become 

available in due course at some universities. Full 
particulars of these will be published later. 


List of Colleges 
Abbreviations used: 


C. of C. = College of Commerce. 
С. of T. = College of Technology. 
T.C. = Technical College. 


Ci чаршы: C. of С, Aston Street, Costa Green, 


у ован. (Tel. Aston Cross 3611.) 


Blackburn 

Blackburn C. of T., Blackburn. (Tel. 54111-3.) 

Brighton : 

Brighton C. of T., Moulescombe, Brighton 7. (Tel. 67304.) 


Bristol 

Bristol C. of C., Unity Street, Bristol 1. (Tel. 2–3016.) 
Chatham 

Medway C. of T., Horsted, Maidstone Road, Chatham, 
Kent. (Tel. 41001-2-3-4-) 

Chelmsford 

Mid-Essex T.C., Market Road, Chelmsford. (Tel. 4491.) 
Coventry 

Lancaster C. of T., Priory Street, Coventry. (Tel. 23522.) 


Derby 
Derby and District C. of T., Kedleston Road, Derby. 
(TeL 47181.) 
Hatfield 
Hatfield С. of T., Hatfield, Негіз. (Tel. 4421-5.) 
Hull 
Kingston upon Hull C. of C., Brunswick Avenue, Kingston 
upon Hull. (Tel. 26333.) 
Ipswich , 
Ipswich Civic College, Rope Walk, Ipswich. (Tel. 55981.) 
Kingston u upon Thames 
Kingston C. of T. Еј Road, Kingston upon Thames, 
(Tel. 1127.) 


Leeds 

Leeds C. of C., 43 Woodhouse Lane, Leeds 2. (Tel. 31052.) 
Leicester 

Leicester C. of T., The Newarke, Leicester. (Tel. 50181.) 


Liverpool 
Liverpool C. of C., Tithebarn Street, Liverpool 2. (Tel. 
Maritime 1781. ) 


London 

City of London College, Moorgate ЕС2. (Tel. Monarch 
8112.) Ealing T.C., St ол Road, Ws. (Tel Paling 
0162-3.) The Pol ic, 309. Regent Street, Wr. (Te 

Lan, 2020.) C. of 'T., Longbridge 
Road, Dagenham, dr el. Goodmayes 3966.) South 
West Essex Т.С.; Forest Road, Walthamstow, E17. (TeL 
Larkswood 2272. ) 
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Luton 
Luton C. of T., Park Square, Luton. (Tel. 5888.) 


Manchester 

John Dalton C. of T., Chester Street, Manchester 1. 
el. Central 7784—6.) Manchester C. of C., 103 Princess 
treet, Manchester 1. (T'el. Central 3682.) 


Middlesbrough 

Constantine C. of T., Borough Road, Middlesbrough. 
(Tel. 44176.) | 
Newcastle Tyne 
Municipal © 

(Tel. 21557-8.) 
Newport, Mon. 

Newport and Monmouthshire C. of T., Allt-Yr-Yn Avenre, 
Newport, Mon. (Те!. 66936–7.) 

Nottingham 

I mem Regional C. of T., Burton Street, Nottingham. 
(Tel. 48248.) 

Oxford 

Oxford C. of T., Headington Road, Oxford. (Tel. 63434.) 


of C., College Street, Newcastle upon Tyne т. 


Plymouth ; 
City of Plymouth C. of T., Tavistock Road, Plymouth. 
(Tel. 68000.) 


Portsmouth 

City of Portsmouth C. of T. (Department of Management 
Studies), 111 High Street, Portsmouth. (Tel. 218929 : 
St Helens 

St Helens T.C., St Helens, Lancs. (Tel. 25441.) 

Sheffield 

Sheffield C. of T., Pond Street, Sheffield. (Tel. 29671.) 

Slough 


Slough College, William Street, Slough, Bucks. (Tel. 27511.) 
Stoke-on-Trent 

North Staffordshire C. 
48655-7.) 

Swansea 

Swansea C. of T., Mount Pleasant, Swansea. (Tel. 50722.) 
Wolverhampton 

Wolverhampton and Staffordshire C. 
Street, Wolverhampton. (Tel. 27371.) 


of Т.е Stoke-on-Trent. (Tel. 
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PROFESSIONAL NOTICES 


Messrs CassLeToN Еллотт & Co, Chartered 
Accountants, of London, announce that as from July 
5th, 1965, they have entered into an association w:th 
Messrs JoSOLYNE, Mines & Co, Chartered Accountants 

: of London, and Messrs C. E. M. Emmerson, F.C.^., 
Н. A. ASTBURY, F.C.A., С. CAREW-JONES, M.B.E., 
F.C.A., С. W. TYRWHITT-DRAKE, F.C.A., and C. А. 5. 
PAIN, F.C.A. Partners in that firm will become partners 
in Messrs CassLETON ELLIOTT & Co. The pract.ce 
will continue under the same style and from the same 
address. 


Messrs CREW, TURNBULL & Co, Chartered Account- 
ants, of Londón who are in association with Messrs 
CASSLETON ELLIOTT & Co, announce that as from 
july sth, 1965, they have entered into an association 
with Messrs JosoLyns, Mites & Co, of London and 
Messrs Н. A. ASTBURY, F.c.a., and J. P. Dornton, 
A.C.A., partners in that firm, will become partners in 
Messrs Crew, TURNBULL & Co. The practice will 
continue under the same style and from the same 
address. 


Messrs ЈозогумЕ, Mues & Co, Chartered Accouat- 
ants, of London, announce that as from July sth, 1955, 
they have entered into an association with Messrs 
CassLETON ELLIOTT & Co, Chartered Accountants, of 
London, and Messrs D. B. Buick, F.c.a., N. CASSLETON 
ELLIOTT, M.A., Е.С.А., D. E. Е. GREEN, M.B.E., F.C.A., 
B. B. Sworn, F.C.4,, and P. J. Милов, F.GA., 
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partners in that firm, will become partners in Messrs 
JosoLyne, Mires & Co. The practice will continue 
under the same style and from the same address. 

А new firm under the style of JosoLyNE MILES & 
CASSLETON ELLIOTT is being formed by all the partners 
of the above three firms. 

Messrs CHALMERS, IMPEY & Co, Chartered Account- 
ants, announce that Mr W. J. PEAK, F.C.A., a senior 
member of the staff of their Warrington Office, has 


been admitted to partnership in the Warrington firm. 


Messrs GANE, JACKSON, NELSON & FREEMAN, 
Chartered Accountants, of City-Gate House, Finsbury 
Square, London EC2 announce that as from July rst, 
1965, they have admitted into partnership Mr PETER 
GEOFFREY SUMMERFIELD, A.C.A., Mr KEITH BENNETT 
BUCHAN, A.C.A, and Mr Снакрев Davin PREST, 
A.C.A., all of whom have been members of their staff 
for some years. The style of the firm will remain 
unchanged. ј 

Messrs К. Н. Jerrs & Rows, Chartered Accountants, 
Pontypridd, announce that Mr J. К. HUGHES, A.C.A., 
was admitted into partnership on July 1st, 1965. The 
name of the firm remains unchanged. 

Messrs Martin, FARLOW & Co, Chartered Account- 
ants, of 27 Finsbury Square, London ЕС2, announce 
that Mr E. А. HASLAM, F.C.A., retired from the firm 
as from June 3oth, 1965. Mr HASLAM will continue 
in practice on his own under the name of HASLAM & 
Co, from 49—55 Victoria Street, London SW1. 


Telephone Victoria 2002 (3 lines) 
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Mr PETER Josg&?H MARTINEZ, F.C.A., announces that 
he has commenced to practice in partnership with Мг 
Davin THYNNE SNEDDON LAW, M.A., F.C.A., of the Irish 
Institute, with effect from April 1st, 1965, under the 
name of Law & MARTINEZ, Chartered Accountaatz, 
23-25 Philip Street, Port of Spain, Trinidad. 


Messrs RICKETTS, Cooper & Co, Chartered Account- 
ants, of 77 Whiteladies Road, Clifton, Bristol &, 
announce the retirement from their practice on June 

30th, 1965, of Mr J. BRONNERT, A.C.A., in consequence 
of his intention to enter the ministry of the Churck.. 
He will continue to be available for consultation unt] 
entering theological college in October 1965, and als» 
thereafter by special arrangement. The name of {һе 
firm continues unchanged. 


Messrs Там ву Wirt & Co, Chartered Account- 
ants, of 22-24 Ely Place, London EC1, announce thet 
Mr N. A. CHALMERS, A.C.A., joined the partnership on 

f July rst. Mr CHALMERS has been on the staff of th» 
firm for some years. 


ML 
Messrs WRIGHT, STEVENS & Глохр, Chartered 
* Accountants, announce that they have now moved 
their London office to 50 Cannon Street, EC4; tele- 
phone City 9036. The address and telephone numser 
of the Beckenham office remain unchanged. 


Messrs J. B. Boyo WnicLEY & Co, Chartered 
Accountants, of 55 Brown Street, Manchester 2, 
announce the retirement from practice of Mr HENRY 
ВАПЕҮ, r.c... Mr Jack COULTON, Р.С.А., and М: 
ARNOLD ROBINSON, A.C.A., have been admitted into 
the partnership. 


RUMANIAN CLAIMS 


е Agreement between the Governments of the 

nited Kingdom and Rumania of November roth. 
1960, provides in Article 10 that the contracting 
Governments ‘shall enter into negotiations in the 
course of the year 1966 for the settlement of all claims 
of the United Kingdom Government and of Brit sk 
Nationals and of all obligations of the Ruman-ar. 
Government including those arising out of the 
nationalization of companies in Rumania, which are 
specifically excluded from or not covered by the 
present Agreement. During such negotiations any 
other claims of British nationals against Rumanian 
nationals may be examined’, 

Any British national having a claim against the 
Rumanian Government or a Rumanian national rot 
discharged or covered by the above Agreement is 
invited to apply not later than November 3oth, 1965, 
to the Under Secretary of State, Foreign Office, 
Whitehall, London SW1, for the appropriate form. 
on which to record details of such claim. Holders of 
sterling bonds or anyone acting on their behalf 
should communicate with the Council of Foreizn 
f 
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Bondholders at 17 Moorgate London EC2, giving 
the full title of the bond, the bond number and the 
nominal amount of the bond in each case. 


4 PER CENT DEFENCE BONDS: 
CONVERSION OFFER 


The Treasury has announced that a conversion offer 
will be made to holders of 4 rer cent Defence Bonds 
purchased on November 18, 1955, and maturing on 
November 1st, 1965, of wkich £r million are 
outstanding. 

These holders will be inv-ted to exchange their 
holdings into 5 per cent National Development Bonds 
(Third Conversion Issue) on November rst, 1965. 
Holders who accept the ойг of conversion will 
receive a final interest payment of six months’ interest 
at £4 per cent per annum or November ist, 1965, 
together with the premium of £3 per cent on Bonds 
exchanged. A first interest payment on the Third 
Conversion Issue Bonds will be made on May rst, 
1966, in respect of the period from November 186, 
1965, to April 30th, 1966. If the offer is not accepted, 
interest on the maturing Bonds will cease with the 
payment due on November 18", 1965. 

The terms of the new Third Conversion Issue Bonds 
will be the same as those of the 5 per cent National 
Development Bonds currently on sale except that 
interest will be payable on May 1st and November 


-1ist. The full conversion terms were given in the 


Prospectus and Notice whic was posted to in- 
dividual holders on July 2n& 1965, together with 
forms of request for conversion. and forms of authority 
for repayment for the use oi holders who do not 
accept the conversion offer. The list of acceptances of ` 
the conversion offer will be clozed on July 3oth, 1965. 


SHEFFIELD AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


Mr W. R. Jenkinson, J.P., Е.С.А., a partner in the firm 
of Hawson, Wing & Hubert Smith & Co, Chartered 
Accountants, of Sheffield, was elected President of the 
Sheffield and District Society 
of Chartered Accountants at 
the eighty-third annual 
generzl meeting of the Soc- 
iety h2ld on June 24th. 
Educated at Westbourne 
Prepa-atory School, Sheffield, 
and Rydal School, North 
. Wales Mr Jenkinson was 
articled to his uncle, Mr 
H. E. Jenkinson, J.P., F.C.A., 
in tke Sheffield firm of 
W. G. Hawson & Co (now 
Hawson, Wing & Hubert 
Smith: and obtained honours 


Mr W. R. Jenkinson. 
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in the Institute’s May 1938 Intermediate examination. 

His studies were interrupted by the Second World 
War during which he served with the Hallamshire 
Battalion, The York and Lancaster зеет beir.g 
demobilized in 1946 with the rank of Major. He was 
admitted to membership of the Institute in May 1926 
and became a partner in his present firm in 1947. He 
served as honorary secretary of the Society from 1gs0 
to 1953. 

Mr Jenkinson is a magistrate for the City. of Sheffieid 
and a member of the Juvenile Court panel, chairman 
of the Sheffield Family Service Unit, and treasurer 5f 
the Sheffield Collegiate Cricket Club. 

Other officers elected for 1965—66 are вв follows: 

Vice-President: Mr S. C. Hand, r.c.A. 

Hon. Secretary: Mr 1. D. Trickett, B.A.(ECON.) са» 

Victoria rs, 22 Norfolk Row, Sheffiel 

Hon. Treasurer: Mr К. L. Emmitt, A.C.A. 

Hon. Auditor: Mr А. С. Bedingfield, F.c.a. 


Annual Report 


The committee’s annual report for the year ended 
December 31st, 1964, shows that membership of тле 
Society (which included ten ‘guest members’) totalled 
611 ~ ар increase of eighty-seven over the previo1s 
year's figure. 

A comprehensive programme of lectures was 

during the year and luncheon meetings were 

held in Sheffield, Chesterfield, Doncaster and Rother- 
ham. Two meetings held in Sheffield were for the 
purpose of allowing newly-qualified members to meet 
the President, committee and other members of 
the Society and achieved considerable success in the 
creation of further interest in the activities of the 
Society. Four lectures were held during the year эу 
the Doncaster Group and five meetings held by the 
Society's recently formed discussion group were 
well supported. А. total of 452 members and guests 
attended the annual dinner held at the Cutlers’ Hell, 
Sheffield, on March 4th last, and a successful dinrer- 
dance held in November last year was attended by 210 
members, their ladies and guests. Тће Golfing Society 
continued to be well supported and а number of 
matches were played. 


Referring to students! classes, the report states that 


Saturday morning classes have gained in popularity 
and in addition to these, block release courses were 
arranged for articled clerks at the Sheffield College of 
Commerce and "Гесћпојору. А successful introductory 
course and revision courses for the Intermediate and 
Final examinations were also held during the year. 
‘Through the co-operation of the College; arrangements 
were made to hold evening c on various subjects, 
and from October to December 1964 a series of taxation 
lectures were held. The classes organized for Ње term 
after Christmas did not, however, retain the support 
of students and consequently this aspect of training 
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a-ticled clerks, the report states, is being reconsidered 
by the committee. 


THE INSTITUTE OF INTERNAL AUDITORS 
European (West) Vice-President Elected 


At the annual conference of The Institute of D 
Auditors held recently in St Louis, Missouri, U.S.A., 
Mr Reginald Н. Pitchford, A.A.C.C.A., chief internal 
auditor, West Midlands Gas 
Eoard, was elected-European 
G Nest) Vice-President of the 
Institute. 

Mr Pitchford, who is 49, 
commenced his career as 
junior audit assistant with 
the Lewisham Borough 
Council in 1932 and held 
various audit and account- 
ancy appointments with 
the Merton and Morden, 
Willesden, Coulsdon, and .§ 
Eurley local authorities from 
r936 until 1948 when he 
Eecame chief internal auditor to the Tunbridge Wells 
Hospital Management Committee. 

Admitted to membership of The Association of 
Certified and Corporate Accountants in 1949, Mr 
Pitchford was appointed assistant chief auditor, West 
Midlands Gas Board, and three years later became the 
Board’s assistant organization and methods officer. 
He was appointed to his present post in 1956. 

He joined the London Chapter of the Institute of 
Internal Auditors in 1956 and was made a Governor 
із 1958. In 1959 he resigned from the London Chapter 
to become the first President of the then newly-formed 
Birmingham Chapter, and in that capacity was Chair- 





| Mr R. Pitchford 


man of the Institute's West European Regional - 


Conference held at Malvern in October last year. 7^ 


BRITISH COMPUTER SOCIETY 


At a recent meeting in New York, the Council of the 
International Federation of Information Processing 
£ppointed the British Computer Society, whose head- 
quarters are in London, as its first permanent secretariat. 
Мт John Mackarness, executive secretary of the British 
Computer Society, will act as administrative secretary 
во the I.F.I.P. Council. 

Тће Council meeting was held during the third 
—.F.l.P. Congress and Exhibition at the New York 
оп Hotel, and at the close of the conference it was 
announced that the next congress and exhibition will 
саке place i in Edinburgh between August 5th and roth, 
:968. It is expected that 4,000 people from throughout 
che world will attend. The congress will be organized 
эу the British Computer Society under the aegis of the 
Jnited Kingdom Automation Council 
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Universal Uncles 


Р Г: thcse who have been striving for years to define the 
respective work preserves of solicitors and accountants, 
the suggestion in an article in the current issue of The 

Law Society s Gazette that both should combine with surveyors 
to form a united profession will no doubt come as a surprise. 
Among the arguments put forward by the writers — a group of 
young solicicors — are that many: of the services rendered by 
each of the three professions are interdependent; that the serving 
of articles of clerkship and the passing of examinations are 
common prerequisites of admission to membership; and that the 
respective governing bodies have establisked rules of conduct 
which memkers must observe. 


There max be some – the avant-garde of their professions — who 
think that th»se proposals are not sufficiently comprehensive. After 
all, doctors undergo à strict discipline, theoretical and practical, 
before qualirying and are much more closely identified with the 
well-being oz their fellow men than are, say, surveyors with whom 
most people never come in contact even once in a lifetime. 
Doctors, judging by their latest pay claims, have also a keen 
sense of commercial values. Why not invite them to join the 
consortium? Bankers are on the borderline and stockbrokers are 
out until they implement their plan to regulate entrance to the 
House by examination, but insurance men would surely be 
eligible as they, too, have their chartered institute as have also 


` actuaries, engineers of many kinds, loss adjusters, patent agents, 


shipbrokers. . . . 


'To come down to eárth, we think that the idea is impracticable 
for two simple reasons, the one cultural and the other con- 
stitutional. “he first is that already within the confines of major 
professions such as law and accountancy, the amount of knowledge 
to be assimilated is so great that specialization among members 
is inevitable. The galaxy of experts which a composite firm offering 
all things tc all men in the way of professional services would 
have to assemble would be so overwhelming that individuality 
would be c-ushed and the sensitive relationship between firm 
and client would be wholly lost. The other reason is, briefly, that 
as a letter im our correspondence columns this week points out, 
the accountancy profession js as yet by no means united. Nor 
for that matter is the legal profession, and until both put their 
own houses completely іп order any attempt at amalgamation 
would further confuse rather than clarify the problem — if it 
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CORPORATION TAX 


What are Distributions? – 


S stated last week, Schedule ro of the 
Finance Bill uses the word ‘distributions’ 


in two senses, in a general sense and also 


in the sense in. which it is used in the definition 
clause 83(2)(d) For clarity we will use the 
expression 'A.B. distribution! for distributions 
in general (which may or not be within clause 
83 (2) (4)), and we will use the phrase 'B. dis- 
tributions’ to describe those of the АЗ. 
distributions which are caught by clause 43 (1) 
and similar provisions. 
The object of paragraph 2 (1) of Schedule £o 
is to prevent a company from adopting a device 
similar to one used in the pre-1958 profits tax 
days. This consists of making a bonus issue out of 
profits, and then repaying a similar amount of 
capital, so that it can claim that the A.B. dis- 
tribution constituted by the repayment is not a 
B. distribution since it is a répayment of sha-e 
capital, within the meaning of paragraph x (1) (Р). 
Paragraph 2 (x) applies where the followirg 
conditions are satisfied: 
(a) The company issues share capital as paid 
up (or pays up share capital — paragrach 
6 (2); 
(i) otherwise than by the receipt of ‘new 
consideration’ as already defined; and 

(ii) after April 6th, 1965; 
and 

(b) the amount paid up in (а) does not fall to Бе 
treated as a B. distribution, i.e. it is not 
redeemable (paragraph 1 (т) (с)). 


If, thereafter, and after April sth, 1966, A.B. 
distributions are made by the company in 
respect of the shares, then such distributiors 
cannot qualify as repayment of share capital (i.e. 
they are B. distributions) except in so far as thev 
exceed the amount in (5) above. 

Paragraph 2 (1) applies to all A.B. distributiors 
in respect of shares 'representing, the share 
capital in (a). Paragraph 2 (3) says that all shares 
of the same class are to be treated as representing 
the same share capital, but it does not say whzt 
it means by ‘class’, Again, if shares аге 


II 


(i) issued in respect of; or 

(ii) directly or indirectly converted into; or 

(iii) exchanged for 
cther shares, all these shares are to be treated 
fr paragraph 2 purposes as ‘representing’ the 
same share capital (paragraph 2 (3)). 

For the purpose of deciding vihetlier a 
particular A.B. distribution exceeds the amount 
i1 (5) above, the taxpayer is entitled to add to that 
A.B. distribution all previous 'relevant dis- 
tributions’ which are made after the issue 
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A 


mentioned in (a) In this context, relevant * 


Cistributions means so much of any A.B. dis- 
tibution (made in respect of the ‘relevant 


злаге capital) as are treated as B. distributions . 


Eecause of paragraph 2 (т). 

As already stated, new share capital which is 
paid up by the receipt of new consideration is 
not caught by paragraph 2 (1). This new con- 
s.deration may be not merely adequate to cover 
the nominal amount of the share capital, but 
more. The excess is a premium and clearly it 


vould be wrong to treat the repayment of that ` ior 


excess as being a B. distribution. Accordingly, 
paragraph 3 (1) requires the premium to be 
treated as part of the share capital for paragraph 2 
(=) purposés, less any part of the premium 
which has already been applied in paying up 
злаге capital. Subject to this, premiums paid 
on the redemption of share capital are not to be 
treated as repayments of share capital, they are 
te be treated as B. distributions. 

Transfers of assets and liabilities between 
companies and their members often take place 
a- an undervalue or overvalue, giving rise to 
difficult tax questions. Paragraph 1 (2) of Schedule 
15 provides that if the amount or value of the 
benefit to the member on such a transfer exceeds 
that of the new consideration given by him, the 
d fference is to be treated as a B. distribution. 

The fact that the bonus issue of redeemable 
share capital will be caught by virtue of para- 
g-aph 1 (1) (c) as a B. distribution might tempt 


some taxpayers into the device of procuring the. 


repayment of share capital (which is not caught 


• 
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by paragraph 1 (1) (b)) and then replacing it уу 
a bonus issue of share capital which is sot 
redeemable, and which is therefore not caught 


“ч by paragraph т (1) (с). This device is foreseen оу 


A 


paragraph т (3) which applies where а compeny 

(a) repays share capital at any time after 
April 6th, 1965; and 

(Б) later (and after April sth, 1966) issies 


non-redeemable share capital as paid вр · 


otherwise than by the receipt of n=w 
consideration.e 
The amount paid up is treated as a B. distribut-on 
in respect of those new shares. If the amotat 
exceeds the aggregate amount of capital rep. id 
(reduced by amounts already treated as Gs- 


_-~tributions under paragraph т (3)) then the 


E 


excess is exempted. 

If a company is unfortunate enough to tell 
within the very wide definition of ‘close company’, 
paragraph 9 (i.e. Part II) of Schedule 10 acds 
a number of things to the list of B. distributiozs. 
Happily, after resisting for a long time, the 
Government have now capitulated to the demards 
that a company in which the public are sub- 
stantially interested should not be а clcse 
company. A new paragraph 2A to Schedule 17 
excludes close company status where shares 
carrying not less than 35 per cent of the voti-g 
power (and not entitled to a fixed dividers) 
are held unconditionally and beneficially by tae 
public, and have been the subject of quotatimn 
and dealing on the stock exchange in the рэс- 
ceding twelve months. Directors, their associatzs, 
and companies controlled by them are rot 
members of the public for this purpose. 

Whereas ‘participator’ is not mentioned =n 
Part I of Schedule 1o, it appears everywhere =n 
Part II, and wherever it is used it means also асу 
associate of the participator. The definitions of 
these two words in paragraphs 4 and 5 of 
Schedule 17 have already been reviewed in these 
columns. The additional range of B. distributicus 
is divided by paragraph 9 (1) into four categor es 
summarized as follows : 

(а) interest paid on money advanced (zo 
matter who advanced it) to a directc-- 
participator (or his associate) who is not a 
whole-time service director ; 

(b) annuities and annual payments (other thzn 
interest) to a participator or his associate 7 
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(c) rent, royalty or other consideration for the 
use of property (other than money) to a 
participator or his associate 


(i) in excess of a reasonable commercial 
amount for (x) -angible property and 
(2) literary, dramatic, musical or artistic - 
copyright ; 
(ii) altogether, in the case of all other 
property ; 
(d) expenditure on the provision of benefits or 
facilities for a participator or his associate. 


Why a close company should not be allowed to 
deduct reasonable interest paid by it on a loan 
from, say, the grandfather of a person who owns 
a single share in the company is not explained, 
unless perhaps the Government prefers com- 
panies to go to money-lenders. Even more absurd 
is (c), but not so absurd as it was at first, when 
the dispensation for copyright was absent. The 
chairman of a large publishing company pointed 
out that if any of its authors happened to own a 
share (or be an associate of a shareholder) all 
copyright royalties paid to those authors would be 
B. distributions. In the face of this practical 
relevation, the Government's theoretical argu- 
ments in favour of disallowing all payments for 
intangible property collapsed overnight. But 
why should nothing have been done about 
royalties for patents, trede-marks, industrial 
designs and know-how? 

Category (4) where the participator or associate 
is a person to whom secticn 161 of the Income 
Tax Act, 1952, applies as a director or employee, 
nor does it include the provision of benefits for 
the spouse, children or dependants of such person 
(paragraph 9 (2) proviso). The draftsman seems 
to have become confused here by forgetting 
that ‘participator’ is also to be read as ‘associate’. 
‘Dependants’ of a participetor or associate could 
not be caught unless they were also associates. 

Paragraph 9 rises to a climax of absurdity and 
confusion with sub-parag-aph (4) which bids 
fair to be as tortured a piece of English as any in 
the Income Tax or Estate Duty Acts. It defies 
logical summarizing. 

The only plain thing about this sub-paragraph 
is that something must have gone wrong with 
the drafting. 

(Concluded.) 
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the Last Word? 


by D. C. BEATON, C.A. 


USEFUL method of assessing the com- 
parative values or prices of shares ог 
investments or investment projects is 10 

compare the respective yields. Other factors 
often enter into the comparison; for example, the 
number of years over which income or dividends 
are expected to be received and, in some cases, the 
amount of money which can be invested. The 
most important element in the comparison is, 
however, the yield. 
. Yield, in its simplest form, means фе ratio cf 
income to capital, expressed as a percentage. А 
simple example of a no-risk yield, that is to say, 
yield on investment where the risk is reduced to a 
minimum, would be a deposit with a bank for a 
fixed term of years, the rate of interest being 
arranged at the outset and the original amourt 
being returned to the depositor at the end of the 
term of years. In such a case the ratio cf 
the annual income to the capital is, of course, the 
prearranged rate of interest, which is the ел6 


Risk Investment Yield 


Where there is risk in an investment, the yield : 


per cent is normally greater than the no-risk 
yield per cent. The greater the excess of the risk 
yield over the no-risk yield, the greater is the 
risk in the investment. In fact, owing to the prevz- 
lent practice of companies of internal financing by 
retention of earned profits resulting in expected 
growth of dividends, the per cent yield of a risk 
investment is more often than not pulled down 
from what one might call the true risk yield, to а 
lower yield per cent reflecting a compound of risk 
and expected growth. In many cases the effect of 
the element of expected growth may be so grect 
as to reduce the risk yield to a rate below the 
no-risk yield. 

Another factor which operates to reduce the 
yield rate of a risk investment compared with the 


no-risk yield rate is the protection against the loss ` 


ir. purchasing power of money caused by inflation 
which is provided by an investment in equity 
Shares. If one assumes, for the sake of example, 
a no-risk rate of 3 per cent per annum and a risk 
yield of, say, 5 per cent on a particular share, this 
does not mean that the investor can expect to get- - 
5 per cent indefinitely on his holding. The 5 рег € 
cent yield is probably calculated by reference to 
tke most recent actual dividends paid by the 
company in a year or could be by reference to the 
amount of dividends confidently expected during 
tke coming year. 

With a risk investment, uncertainty of receiving 
tke expected dividend increases with the passage 


. o2 time. The uncertainty of the dividend expected 


two years hence is greater than the uncertainty 
о> the dividend expected in the immediate year. 
The uncertainty of the dividend expected three 
years hence is greater than the uncertainty q^ N 
dvidend expected two years hence, and sow. g5 
Theoretically, a deduction could be made from 
each year’s expected dividend to reduce it to its 
certain equivalent. If this were done the yield 


‚ о? all the certain dividend equivalents would, in 


theory, be equalto the no-risk yield, i.e. 3 per cent. 
In practice such a calculation would not be feasible 
because of the difficulty of quantifying the degree 
о? uncertainty year by year. 

When an investor buys a risk-share yielding 
5 per cent compared with a possible alternative 
no-risk investment yielding 3 per cent, he can 
oaly expect, mathematically, to receive a 5 per 
cent yield in the immediate future year. In the 
second year the expected yield decreases below 
5 per cent and in the third year the expected yield 
shows a further decrease below the yield of the . 
second year, and so on. In theory the yield could .: 
fell eventually to а minus quantity which in ~ 
pzactical terms would signify a loss. Тһе average 
oZ the total series of diminishing yields starting 
a- 5 per cent, which would at some point fall 
bzlow 3 per cent, in theory is 3 per cent, i.e. the 
no-risk yield. 
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Illustration of Risk Yield 


To illustrate the foregoing paragraph with some 
pode the present value of 1 a year hence at 
per cent interest per annum is :9524. The 


amount a year hence of т at present at 3 per cent - 


interest per annum is 1*03. '9524 multiplied by 
1'03 is *981, and 981 can be said to measure the 
factor of uncertainty of a dividend expected a 
year hence from an investment whose risk yie d 
is rated at 5 per cent compared with income a 
year hence from a no-risk investment yielding 
3 per cent. (Another way of calculating the -9&1 
would be to divide 1-03 by 1:05.) 
The present value of 1 two years hence at 5 par 
qet interest per annum is ·907о. The amouat 
two years hence of r'at present, at 3 per ceat 
est per annum, is г' 
2/9970 multiplied by 1-0609 is 962, and :962 can 
"Бе said to measure the factor of uncertainty of the 
dividend expected two years hence. Similarly, the 
present valye of 1 three years hence at 5 per ceat 
interest per annum із. :8638. The amouat 
three years hence of 1 at present at 3 per ceat 
interest per annum is 1-0927. The product >f 
8638 multiplied by 1'0927 is '944, and "944. can 
be said to be the measure of the factor of uncer- 
tainty of the dividend expected three years 
hence. 
If 5 per cent is multiplied by -981, the factor of 
uncertainty at the end of the first year, the product 
Tia 4:904 per cent which represents the yield which 
an be expected, mathematically, on the dividend. 
‚ year hence from an investment requiring an 
immediate risk yield of 5 per cent. Similarly, if 
5 per cent is multiplied by -962, the factor ЭЁ 
uncertainty of a dividend two years hence, the 
product is 4:811 per cent, which is the yield to 
be expected from the dividend receivable two 
years hence. Again, if 5 per cent is multiplied 
by '944, the factor of uncertainty of the dividend 
expected three years hence, the product is 4.718 
7 per cent, which is the yield which can be expected: 
on the dividend receivable three years hence. 


Evaluation of Investment Project 


ЗЛЕ we want to evaluate an investment project 
in which the original capital outlay is known, 
<7 also the expected annual income for a number of 
years, and it is expected that the original outlay 
will be recouped at the end of the term of years, 
the following method соша Бе used in order to 
determine the yield. The income of the first 


. The product of. 
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arrive at its present.value. T'he income of the 
second year would be disccunted at the same 
compound rate of discount to arrive at its present 
value at the beginning of the first year, and so on 
with the income of each succeeding year during 
the term of years. 'The capitzl recoupment at the 
end of the fixed term of years would be discounted 
for the full term of years at -he same compound 
rate of discount to arrive at ite present value at the 
beginning of the first year. The present values of 
the annual amounts of income and of the re- 
couped capital would then be aggregated and the 
aggregate would then equal the amount of the 
original capital outlay. The rate of discount used 
for the calculation would be the yield and would 
be comparable to the no-risz yield on a no-risk 
investment, e.g. on a bank deposit. 
2 
К The D.C.F. Method 
The discounted cash flow method of investment 


. evaluation, which originated from the U.S.A. (or 


perhaps it may be truer to say that this description 

of the méthod rather than the method itself 

originated from there), is mow well known in 

Britain and has been the subject of recent: 
literature, official and otherw:se. Since this article 

proceeds to criticize in certain res the de- 

tailed working of the D.C.F. method, at the risk 

of unnecessary repetition for many readers the 

method is now briefly described. 

If the capital outlay is known and the annual 
amounts of income expected from the capital 
outlay are also known, the present value of each 
amount of annual income -s calculated at the 
same rate of discount. These present values аге 


· aggregated and then equal th» capital outlay. The 


calculation is not a particularly easy one, at any 
rate without the aid of а fast computer, because 
a rate of discount is first assumed and the true 
rate of discount is eventuall; found by the pro- 
cess of trial and error. The method can be de- 
scribed in an alternative way as follows: each 
amount of annual income 3s divided into two 
elements, one interest on capital and the other 
repayment of capital. In the first year interest is - 
calculated on the original cash outlay for one year. 
This amount of-interest is deducted from the 
amount of the first year's income and the remain- 
der is regarded as repayment of capital. This 
repayment of tapital is deducted from the amount 
of the original cash outlay and the balance is 
regarded as the unpaid capital outstanding at the | 


year. beginning of the second year. 
would be discounted at a rate of discount to: 


- Similarly, in the second. алб every succeeding 
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year interest is calculated on the reducing unpaid 
balance.of capital at the beginning of the year end 
this amount of interest is deducted from the 
amount of income of the year, the remainder being 
regarded as a further repayment of capital, until 
in the last year of income it is found that -he 
remainder of the income after deducting interest 
for the year extinguishes the unpaid balance of 
capital outstanding at the beginning of that last 
year: 


Its Shortcomings 


When an investor buys shares he normally 
expects to be able to sell those shares after re- 
ceiving dividends from them for a number of 
years and in this way to récoup his original capital 
outlay, if he so desires. If a company is considering 
incurring capital expenditure on an income-pro- 
ducing asset, it expects by the process of providing 
for depreciation caused by use of the asset to have 
available at the end of the useful life of the asset 
a sum equal to the original capital expenditure. 
The method of discounted cash flow does. aot 
meet these two requirements. If the investor in 
shares were to use the D.C.F. method to arrive 
at expected yield he would find that the method 
falls short of his requirements because in the 
calculation of the rate of discount no provision 
would have been made for the recoupment of 
his outlay at the end of the term of years during 
which he received dividends. ` 

If the company considering incurring capital 
expenditure on an income-producing asset were 
to use the D.C.F. method, it would find that the 
method falls short of its requirements because it 
would find that the method did not provide for 
the redemption of capital outlay in equal annual 
amounts, but in unequal annual amounts, the 
amount in each year depending upon the amount 
of income for the year. The redemption of capital 
outlay on an income-producing asset is normally 
required in business at a rate approximately equal 
for each year of use, because the extent of use of 
plant or equipment normally tends to be about 
_ the same year by year during the life of the plant. 


Modifications 


For an investor in shares or for a company 
purchasing the issued shares of another company, 
in each case the maintenance of original cap.tal 
being required, the D.C.F. method requires 
modification to be an appropriate means of cal- 
culating yield. Тће modification required is as 
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follows: the present values of each annual 
amount of income are calculated and also the 
present value of an amount at the end of the _ 
term of years of receipt of income equal d 
the original capital is calculated. The aggregate o 
the present values of the annual income and of 
the recoupment of capital then equals the original 
capital outlay. This is a more involved calculation 
than the existing D.C.F. method. With the in- 
creasing use in business of electronic computers 
combined with the appropriate programming for 
the calculation, such a calculation could be ex- 
pected not to present any particular difficulty. 

In the case of a company considering incurring 
capital expenditure on an income-producing asset, 
the following modification requires to be made 
to the existing D.C.F. method. An annuity of 
equal annual amount is calculated which, wher, 
accumulated at a rate of discount (or in this case 
interest), equals at the end of the useful life of the 
asset the amount of the original capital outlay. The 
amount of this annuity is then deducted from 
each annual amount of income. This deduction 
provides for the recoupment at the end of the life 
of the asset of the original capital outlay. The 
present values of the remaining amount of each 
amount of annual income are then calculated, and 
those present values aggregated. This aggregate 
of the present values of the remainders of annual 
income then equals the amount of the original 
capital outlay. The rate of discount, which is the . 
same throughout the calculation, is the yield. q 


Two Viewpoints of Yield 


In considering the subject of yields, one needs 
to bear in mind the following mathematical truth 
illustrated by a practical example. If an investor 
-pays £1,000 for shares in a company and receives 
dividends of [50 in each year for three years and 
then sells his investment at the end of the three 
-years for £1,000, the yield on his investment can - 
Ђе said to be 5 per cent, i.e. 5o multiplied bv xoo 
divided by 1,000. Again, if an investor acquires 
shares in a company for £1,000 and receives 
dividends annually of £50 for an indefinite term . 
of years, the yield on his investment is 5 per 
cent. | 
In the first example the calculation of yield was 
5o multiplied by roo dividend by 1,000. Am 
alternative calculation would be .as follows: 
discount the dividend of £50 for the first year at 
5 per cent to arrive at the present value at the . 
inning of the first year. Next, discount the 
dividend of the second year at the compound rate 
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„оме pay ours by CREDIT TRANSFER’ 


e is simpler for all concerned now that our weekly-paid staff have agreed to accept 
payment through the bank. For them, it means less likelihood of loss. For our cashiers’ 
department, the hazard of moving large sums of cash is avoided. For our accounts depart- 
ment, it means just one cheque, to cover the whole payment—thanks to Credit Transfers. 


HOW CREDIT TRANSFERS CAN HELP YOU PAY THE WAGES 


Your accounts department makes out a Credit Transfer Sip payable 
to each staff member through his or her bank. These are listed and totalled, 
and one cheque із made out. You then send this one che=ue, 
with the list and the Credit Transfers, to your own 
bank—who will then do the rest by sending 
out the various Credit Transfers to the banks 
concerned. The movement of large amounts 
of cash is avoided and clerical man-hours savings 
are immense. Exactly the same principle 

 —and benefit—applies in the case of salary 
payments, of course. | 


„ Ask your bank about 


Credit Transfers 


part of the comprehensive system for the transmission = money operated by the Eleven Clearing Banks 


BARCLAYS BANK - COUTTS & CO - DISTRICT BANK - GLYN, FILLS & CO - LLOYDS BANK - MARTINS BANK • MIDLAND BANK 
NATIONAL BANK - NATIONAL PROVINCIAL-BANK: --WESTMIFSTER-BANK + WILLIAMS DEACON'S BANK = Pose 
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Кайкы: Ld O WORLD-SCALE 

| EXPERIENCE OF 
MECHANISED А 
ACCOUNTING FOR ^ 
YOUR SIZE 
OF BUSINESS 


The ABC of Ollvett! Audit accounting 
machine users in England, Scotland, Ire- 
land and Wales includes Accountants, 
Alriines, and Automobile Manufacturers; 
Banks, Bookshops, afid Bullders; Carpet 
Manufacturers, Clvil Engineers, and Co- 
operative Stores. The rest of the alphabet 
is likely to Include YOUR trade or pro- 
fession among the Shoes and Ships and 
Secretarial Bureaux, and Cables, and 
Kitchen Equipment. 

Each Olivetti accounting machine is 1 
flexible through four instant programmes — 
with additional programme panels вавћу. e 
fitted; operates with both-ways carriage 

movement; is simplified down to only 

eleven keys with figures; has a simple 

two-cholce operating routine. Each has 

а complementary model with bullt-in tape 

punch to integrate with any data pro- 

cessing system based on any computer. 

One machine can mechanige your sales 

ledger; purchase ledger; nominal ledger; 
cheque-writing with cash book prepa- 

ration; payroll records including . tax 

cards and pay advices; cost-analysis 
.records; and provide you with stock 

control and movement summaries with’ 

automatic stock action advices. | 

You'll get your money back by getting 

statements out faster and pald earlier; by . 
stopping: mistakes; by more economical i 
stock management. is 





Olivetti machines do more, cost less 

Surely there must be some way in 

- -m which your firm could benefit from 

tt Olivetti experience of low-cost mech- 

О ive | anised accounting. Should a repre- 
E у sentative call? Would you like to have Doc 


more information at this stage? Please 
write or telephone. 


BRITISH OLIVETTI LTD | 
30 BERKELEY SQUARE, LONDON W1 
TELEPHONE HYDE PARK 5011 
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of discount of 5 per cent per annum to arrive at 
its present value at the beginning of the first year. 
Next, make a similar calculation to arrive at the 
resent value of the dividend for the third year 
at the beginning of the first year. Next, discount 
the £1,000 received from the sale of the invest- 
ment at the end of the third year at the compounc 
rate of discount of 5 per cent per annum to arrive 
at the present value of these proceeds at thc 
beginning of the first year. 
If the present values of the three dividends anc 
the present value of the sales proceeds аге 


THE 
ACCOUNTANT 


71 


aggregated it will be found that the eventual aggre- 
gate equals £1,000, i.e. the original cost of the 
investment. In other words, there are two ways of 
expressing yield depending on how one looks at it. 
In the first calculation described one starts with 
the original investment and looks forward to the 
receipts coming in in the future. In this calcula- 
tion one uses a rate of interest. In the second 
calculation one looks first at the receipts expected 
in the future and then works back to the original 
capital outlay. In this calculation the rate used is a 
rate of discount. 


^ 


Income Tax Management 


by H. 8. Ar BENET, КОЛА 


EVISED rules for the practical admini- 
Re of income tax and profits tax 

introduced by the Income Tax Manage- 
ment Act, 1964, came into full effect at April 6th, 
1965. Many of the changes fulfil recommendations 
put forward by the Royal Commission in 1955 
and they also effect a general streamlining and 
tidying up of existing provisions. 

As before, the machinery of returns, assess— 
ment and appeals represents the core of the 
system and there is cause for satisfaction that the 
new rules for profits tax parallel those for income 
tax, so that the procedures relevant to each tax 
can be considered together. The corporation. 
tax propona presuppose the continuance of this- 
machinery 


Кош. of income, idt in accordance- 
with the Income Тах Acts and specifying each. 
Separate source of income апі е amount from. 
each source, are required from any peréon who 
receives à notice to that effect from the tax 
inspector. Such returns may be required in a 
personal or a representative capacity and may 
relate to whatever basis period i is appropriate for 
the various classes of income required-to be 
„assessed. . "Ihe contents of the returns must 

clude not only all iculars relating '10- 

come from which tax has not been deducted 
before receipt but also taxed income and charges 
relevant in computing total income, such as are 
indicated by section 524, Income Тах Act, 1952. 

If the inspector is satisfied that any return 
made to him gives correct and complete in- 


formation concerning relevant income, he is 
empowered to make an assessment accordingly. 
There is no need for him to refer this duty to the 
commissioners, whose functions in this respect 
have been terminated. If, however, the inspector 
is not satisfied, or if it appears to him that there 
is any chargeable income which has not been 
included in a return, he is at liberty to make an 
assessment to the best of his judgement. 


Discovery 


Furthermore, if he discovers that any income has 
escaped assessment or that the assessment made 
is insufficient, or has become insufficient, or 
that any relief which. has been given is excessive, 
or has become excessive, then the inspector may 
make an appropriate additional assessment. А 
single assessment may be made to rectify excessive 
relief, despite the fact that the relief may have 
arisen from income assessed under more in 
one schedule. | 

The problems as to what conditions require 
to be satisfied for an inspector to exercise his 
judgement and effect a. discovery have been 
considered- by the Courts. in relation to the 
former legislation. In Hooper's case (7 T.C. 59) 
it was said that the inspector might be mistaken 
in the discovery but if there was information 
before him upon which he could and did 
honestly believe the-person to be liable, then he 
was entitled to proceed.. Nor is it a condition 
precedent to.a discovery that: кпен fact should 
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be found, for іп Сетоп Finance Co Ltd v. Еесооа 
(41 A.T.C. 11; 40 T.C. 176) Lord ,Denning 
expressly refuted the proposition that ‘everyone 
is presumed to know the law' which was put 
forward in circumstances where a discovery was 
founded on a mere change of mind by an 
inspector as to what the law was. The true 
proposition is that no one is to be excused from 
doing his duty by pleading that he did not 
know the law. Hence any inspector who, in his 
researches in his books, finds out that he was 
mistaken about the law, makes a discovery. 


Notice of Assessment 


The notice of assessment specifying the t'me 
limit for appeal is to be served upon the person 
assessed. It had been hoped by practitioners that 
it would have been permitted to arrange for 
such notices to be served on the taxpayer's agent 
but during the reading of the Income Tax 
Management Bill, the Financial Secretary to the 
Treasury announced that in the official view it 
was essential that the taxpayer should himself 


continue to receive direct notice of assessments - 


made on him. 

However, in order to meet the convenience of 
agents, the Revenue are now prepared to send 
copies of all Schedule D and profits tax notices 
of assessment to the agent in cases where the 
taxpayer's main source of income is a trade or 
profession. Written authority will be required 
in the first instance but this will remain effective 
until withdrawn. It may be mentioned here -hat 
by regulations given -effect by section 528 (2) 
of the Income Tax Act, 1952 (S.I. 653 of 1952), 
any notice or other income tax communica-ion 
may be served by post. 

- After service of the notice of assessment there 
is'no means of altering it except when the appeal 
procedure i is initiated by the taxpayer. The rales 
in section 51 of the 1952 Act still stand subject 
to the amendments introduced by Schedules 4 
and 6 of the Income Tax Management Act, 1964. 
'Ihe substantive words now give a right of 
appeal to the General Commissioners in the 
case of assessments made by the inspector and 
to the Special Commissioners in other cases. 
It is also provided by section 12 (1) that any 
appeal proceedings may be brought out of time 
if, on an application for the purpose, an in- 
` spector is satisfied that there was a reasonable 
excuse for not bringing the appeal within the 
time allowed and that the application was made 
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thereafter without unreasonable delay. If he is not 
satisfied, the application is to be referred for 
determination by the commissioners. ја 


Precepts 


At any time before the determination of an 
appeal the commissioners may give notice to the: 
appellant requiring him within a specified time 
to deliver to them such particulars as they may 
require, and to make available for inspection 
by them or any representative of the Revenue 
all such books, accounts or other documents in 
his possession or power which in their opinion 
may contain information relating to the subject- 
matter of the appeal and which they specify in 
the notice. On compliance with the notice both 
the commissioners and the Revenue are em-e 
powered to make copies and extracts for their 
records of the available information. 

At this point it may be worth: considering 
whether the taxpayer is obliged to comply un- 
hesitatingly with the terms of a precept. In 
T. Haythornthwaite & Sons Lid v. Kelly (6 
А.Т.С. 443; 11 T.C. 657), the Court of Appeal 
regarded a demand for the production of share- 
holders' private bank books in a precept served 
on a company as going beyond the jurisdiction 
of the commissioners. However, Lord Hanworth . 
explained that it was not necessarily of muc¢ - 
help to the company to stand on its dignit, 
on such a point, since the function of the precept 
was to give the appellant an idea of what sort 
of evidence would be likely to satisfy the com- 
missioners rather than to relieve him of the onus 
of disproving the validity of the assessment as 
raised on him. 

It is useful to bear in mind that the incentive 
to co-operate with the Revenue lies not so much 
in the power of the authorities to seek specific 
'evidence, but the practical necessity for the 
appellant to assist the appeal proceedings — the 
only medium open to the taxpayer for settling 
disputes. А satisfactory conclusion can only come 
from supplying to the commissioners such 
evidence as they require in support of the con- 
tentions which the taxpayer puts forward (Schulze 


v. Benstead (1 A.T.C. 329; 8 T.C. 259)). . ps 
Surtax 


The existing arrangements for the centralized 
treatment of surtax are continued by the Income 
Tax Management Act, 1964. Functions cor- 


• 
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responding to those exercised by the inspector 
for income tax purposes are to be.performed by 
the Controller of Surtax or other officer to whom 

“tthe Board of Inland Revenue delegates them, 
but assessments under section 170 of the Income 
Tax Act, 1952, are the responsibility of inspectors. 
The authority to use the post for service of surtax 
communications is contained in the Income 
Tax (Surtax) Regulations 1965 (S.I. 1965, No. 
433). | 

Where a claim is submitted under any of the 
provisions of the Income Тах Acts by a taxpayer 
and an adverse decision 18 given by the inspector 

or a head office department, the taxpayer may 
1 lodge an appeal by giving notice in writing to the 
inspector or the Board within thirty days of 
receiving written notice of that decision. The 
mime limit is extended to three months in the 
*case of appeals on questions of residence, 
ordinary residence or domicile, the exempticn 
status of overseas pension funds (section 21, 
Finance Act, 1961) and claims for personal 
allowances by non-residents (section 227, Income 
Tax Act, 1952). 

Effect is to be given to claims by discharge or 
repayment of tax and the making of any com- 
sequential additional assessment that may be 
required is assisted by a special extension of tke 
normal time limits to one year after the. date of 
final determination of the claim. | 


Profits Tax: 


A remarkable innovation is the delegation to 
inspectors of the power to’ make profits tax 
assessments. Another notable feature is tbe 
transfer of profits tax appeals to the Gener:l 
Commissioners in conjunction with a greater 
degree of flexibility in the choice of a tribunal 
for appeals. Schedule 3 sets out the new rules 
for assigning proceedings to commissioners. Any 


appeal or other proceedings in connection wita. 


Cases I and II of Schedule D or profits tax may 
be heard not only by the General Commissioners 
for the district in which the head office or principzl 
place of business of the taxpayer is situated but 
also in the place where the trading activity itself 
is carried on. 
Moreover, by agreement between inspector and 
;Jppellant, proceedings may be brought before 
any General Commissioners if the Revenue аг» 
satisfied that the body concerned would not ђе 
likely to object. Such an initiative is also availabl+ 
to any body of General Commissioners if the case 
is one which at the option of the taxpayer could 
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have originated with the Special Commissioners. 
Appeals against assessments raised under 
Cases III to VIII of Schedule D are allocated in 
the same way as business proceedings.if the 
person assessed is carrying on a business, but 
if he is an employee they fcllow the location of 
his employment. This, of course, decides the 
place for Schedule E assessments, subject to 
any special arrangements under P.A.Y.E. regula- 
tions. MAREM 
Regulation 49 (3) of the Income Тах (Employ- 
ments) Regulations 1965 (SI. 1965, No. 516) 
states that, where the place of employment and 
the place where the assessment was made are not 
in the same division, the latter location may be 
substituted if the inspector so elects by a written 
notice to the employee. LEONE 
There is also a right of election on the part of 
the taxpayer for the place of residence. This means 
the place where. the appellart ordinarily resided 
in the year of assessment to which the pro- 
ceedings relate and a writter. notice of claim for 
this purpose is required to be given not later than 
the notice of appeal. Such an election is not 
available as regards Cases I end II or profits tax, 
while Schedule B assessmerts and próceedings 
concerning the annual value of land must in-all 
cases be dealt with in the place where the property 
is situated. | КУ 
The place of ordinary residence is designated 
for special cases not covered by the above rules 
although where the party ccncerned is resident 
or ordinarily resident outside the United Kingdom 
the Board have jurisdiction to prescribe for that 
case or class of cases. However, the foregoing 
rules do not detract from -he validity of the 
special provisions in the Inccme Tax Acts when 
two or more taxpayers are involved in such _ 
proceedings as the valuation of stock апа of 
capital assets or the apportionment of child 
allowances. : 
These revised procedures are not confined 
to appeals but extend also to claims generally. 
Particularly welcome is the more liberal treatment 
of ‘error or mistake’ claims under section 66 of 
the Income Tax Act, 1952. In the past it is 
understood that some inspectors have refused 
claims on the grounds that «ле section required 
the error to have been contzined in the return 
or statement jnade 'for the purposes of the 
assessment’, but the express on ‘any return ог, 
statement' is substituted by Schedule 4 of the 
Income Tax Management Act, 1964, where a 
number of minor practical amendments are also 
recorded. MES 
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| Weekly Notes 


. FORWARD DIVIDEND STRIPPING 
Court of Appeal has rejected by a majority 
the Inland Revenue appeal from the decision of 
Buckley, J., in Finsbury Securities Ltd v. Вілор 
(43 A.T.C. 428). The case is one of so-called for- 
ward dividend stripping. 'The company bought blocks 
of shares in companies likely to make large profits in 
the future, and resold them at a loss when it had 
received the dividends. The Revenue, in accord with 
their general attitude of arguing that a venture is a 
trade when it is profitable, but not when it is un- 
profitable, sought to distinguish Harrison (Watferd) 
Ltd v. Griffiths (4% A.'T.C. 36). This established that 
backward stripping was nevertheless trading. The 
attempt has founderéd, but the Court of Appeal (as 
reported in The Times of July 8th), gave the Revenue 
leave to appeal to the House of Lords. The matter is 
largely academic now because directions can be made 
under section 28 of the Finance Act, 1960; the trans- 
actions in the present case having preceded that Act. 
It seems that the main argument of the Revenue 
was based on the fact that the stripper in a forward 
strip must hold the shares for some time before taney 
fructify, and therefore the shares are more like 
investments than where shares are bought in a 
backward strip and are promptly milked of their 
dividends. But as any house-builder knows, he can 
let his houses for many a long year and still be forced 

by the Revenue to treat them as trading stock. 


CORPORATION TAX REVIEW 


ILE the volume of criticism directed at the 
proposals in the Finance Bill for taxing cor- 

porate profits could hardly have escaped notice, the 
various criticisms are by no means generally under- 
stood. In a new Eaton Paper published by the 
Institute of Economic Affairs (6s net), entitled The 
Corporation Tax – A Closer Look, Mr John Chown 
provides a critical appraisal of Mr Callaghan’s pro- 
posals as far as they apply to corporate profits earned 

: at home and overseas. 

It is clear that shareholders will receive less than 
under the old system and that Mr Callaghan has put 
forward a scheme for corporate taxation which several 
European. countries аге now proposing to abandon. 
The economic effects of the corporation tax are un- 
predictable; even in the U.S.A. which has ‘ong 
operated such a tax and which has seen extensive 
research in this field, there are no generally accepted 
findings on this particular issue. 

Mr Chown is highly critical of the Chancelor’s 
attack on close companies, noting in particular tbat it 
would have been more logical to have encouraged 
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public companies to distribute their profits since they 
can borrow in the capital market, while private 
companies: which do not enjoy access to the, market 
should have been permitted to expand on the basis- 
of retained earnings. Mr Chown adds, too, that - 
investment allowances create a mass of anomalies and 


should be replaced by tax-free subsidies which would 


' not only be simpler in operation, but would be better 


understood by the business men who have hitherto 
apparently failed to appreciate the benefits of the 
existing allowances. 

Commenting on the tax measures against overseas 
investment, the author obsegves that they constitute 
рага and heavy discrimination against а parti- 

class of investment. The worst feature of Mr 
Callaghan's proposals is that they hit existing in- 
vestments, i.e. those made in the past, rather than 
merely check future proposals which should be the - 
primary object. | _/ 


LAW SOCIETY ON CONVEYANCING 


ECOMMENDATIONS to simplify convey- 
cing procedures on properties мр to £7,000 
have now been made by a working party of The Law 
Society under the chairmanship of Sir Thomas Lund, 
Secretary-General of the Society. The report has 
been circulated to all solicitors for their reactions. 
The main proposals are as follows. A house buyer 
would be given a ‘log-book’ as evidence of his title 
to ownership. This would lead to lower conveyancing 
charges on some freehold properties. It would be 
backed by an insurance athens run by The Law 
Society. Stamp duty should be obtained on 
purchases and mortgages up to £7,000. A standard 
form of contract should be introduced to d up 
transfers. The minimum period for solicitors to 
check a vendor's title to unregistered land should be 
reduced from thirty to fifteen years. "The vendor 
should be responsible for supplying more information 
that at present to the purchaser. À committee should 
be empowered by the Lord Chancellor to make and 
keep up-to-date rules on conveyancing practice. 
The same working party is now looking into the 
question of leasehold transfer and will in due course 
also examine land registry practice. They hope to 


‘report on both these questions before the end of 


1965. 


MINIVANS AND ESTATE CARS 


investment allowance which section 16 (3) 
of the Finance Áct, 1954, grants in respect of 
expenditure on new machinery and plant, доёв пої. 
extend to road vehicles unless they are: | 
*of a type not commonly used as private vehicles andil 
unsuitable to be so used or are provided wholly or 
mainly for hire to or for the carriage of members of 
the public in the ordinary course of trade’. 
In a leading article on the new short-term gains tax, 
on May 29th, we said that the question whether 
minivans were not commonly used as private vehicles 
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based on an announcement in the House of Commcas. 
Apparently the question was under the considerzt-5n 
at ministerial level: The Inland Revenue are tow 
treating minivans as failing to comply with this 
double requirement. Whether or not they are suita»le. 
to be used as private vehicles, they are in fact so 1zed 
by many people who wish to motor without peyag 
purchase tax. A similar decision has been arrivec at 
concerning estate cars. 

By the same token these vehicles will not be w-t-in 
the charge to capital pm tax, short-term or 1522- 
term, since the same « efinition is applied by clases 
16 (3) and 26 (1). However, this is cold comfo-t to 
owners of such vehicles since sales of chattele bor 
£1,000 or less do not attract tax, and who is going to 
sell a second-hand minivan for more than £1,000” 


SLUGGISH EXPORTS 
"DES United Kingdom's external trade figures Sor 
June, issued this week, have raised few £r-sh 
hopes of an early improvement. Imports at „~ 71 


million were £30 million below those of May cue . 


to a fall in imports from Western Europe to ће 
average levels of the recent past. _ 
Exports were disappointing, however. At 7-39 


million they were 43 million below the level in: 


May and showed a 
succession. Тће 


ecline for the fourth month in 


ort trend was poorly received in 
the City and both 


the stock exchange and -he 
foreign exchange markets were adversely affected It 


is noticeable in the June figures that the rest of -he 


, A sterling area was the principal market to Тїп 


3 


=> 


sluggish. These countries have been suffering Ста 
low commodity prices ~ and some of them may dso 
before long feel the pinch of a reduced flow of 15xg- 
term capital from the United Kingdom. 

It is noticeable that comment on the June exter-al 
trade figures is concerned more with their long--ecm 


than with their short-term implications. That :s to ` 


say, most commentators are less worried a>eut 
seasonal pressure on the £ (which will be buildinz-up 
in just over a month) than they are about the рг-в- 


ресів of a depression in 1966. They see the failu-e of · 


deflationary measures taken so far to curb investm=nt 
(notably Government investment) and to hold p-ies 
and wages – all of which must be brought ua3er 
control by 1966 when foreign creditors expect ле 
British balance of payments to be back in balzrze. 
There is now more talk of import quotas and 
statutory control of prices and possibly of wages. 


LIFE POLICIES SURVEYED AGAIN 


IS September 1963, a firm of insurance brok-rs 
published a survey of life assurance policies in 
1962. The tables showing the terms offered by 
different life offices varied considerably. The баев 
were of very great interest and made a persuesve 
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case for those considering taking out a life policy to 
look around first, the value of professional advice 
from a broker being a naturel inference. | 
These figures have been згоџаће up to date in 
second set of tables published recently for 1964. 
There are two main changes in the tables. The first 
of these is the decline in the number of offices which 
have given information. The second change is in the 
format of the tables. Тће погев to the second edition 
make it quite clear which life offices gave information 
for the first edition but have not done so for the 
second one. | 
The figures in the second edition bring out the 
point which came out of the "iret edition, namely, the 
wide differences which still exist in the terms offered 
on endowment and life policies. Had all offices 
roached for information given particulars, the 
ifferences might have been greater even than the 


- tables suggest. 


th 
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ECONOMIC GROWIH OF EF.T.A. | 


qup national product of the European Free 
T Association countries as a group was 5-8 

r cent greater in real terms in 1964 than in 1963. 
This compares with a growth of 4 per cent in 1963 
over 1962, also at constant prices. 

All E.F.T.A. countries except Portugal exceeded 
their rate of growth for 196: and the increases were 
in most cases considerably higher than in the past 
few years. Тће United Kingdom showed an increase 


'.in gross national product in 1964 of about the 


'E.F.T.A. average; the United Kingdom accounts for 
nearly бо per cent of the E.F.T.A. total gross national 
product. "n 

In Austria, Denmark, Finland and the United 
Kingdom, a rapid increase in capital investment was 
one of the main contributing factors to economic 
growth in 1964. For all the Е.Е.Т.А. countries, 
“except the United Kingdom, exports of goods and 
«Services also made a large contribution to stimulating 
‘growth. Private consumption in all countries except 
Portugal grew less rapidly than the g.n.p., although 
both private and public consumption continued to 
expand in all countries at roughly the same rate as in 
1963. 


PARLIAMENTARY QUESTIONS 


rT HE load of extra work which this year’s complex 
Finance Bill will place ог an already overstrained 
Inland Revenue staff will be zhe subject of a question 
to the Chancellor of the Exchequer on July 27th. Mr 
Charles Morrison (Cons., Devizes) is to ask to what 
extent the Inland Revenue department is already 
understaffed, and what arrangements are planned 
to meet the further burden to be put on the staff by 
the Finance Bill. 
On the same day the Chancellor will also be urged 
. to take action to exempt farmers who need bank 
credit from the effects of the current ‘credit squeeze’. 
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Mr Evelyn King (Cons., South Dorset) has tabled г 
question suggesting this step. 

Another question to the Chancellor of the Ex- 
chequer on July 27th, will be from Sir Charles 
Mott-Radclyffe (Cons., Windsor), who will ask how 
long the Chancellor estimates it will take income tax 
inspectors to become fully conversant with the details 
of the Finance Bill from the time it becomes law, and 
what steps will be taken to facilitate the process. 

Mr Eric Lubbock (Lib., Orpington), also has a 
question down for Mr Callaghan on the same day, 
inquiring how many chairmen of companies have 
officially assured him that they intend to continue 
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wi-h overseas investment, even if their shareholders 
should suffer; and asking him to пате the companies 
coacerned. 

Mr William Hamling (Lab., Woolwich, West) is to 


suggest to the First Secretary of State, Mr George < 


Brown, on July 22nd, that he should issue a statement 
om the Government's policy on incomes and prices 
in simple language for popular distribution. He will 
also ask Mr Brown what has been the movement of 
dividends since October 1964 (when the Labour 
Government came to office), and to what extent the 
movement has accorded with Government policy on 


incomes. ы 





This is My Life . . 
| by Ап Industrious Accountant | 


СНАРТЕК 285 
НЕ senior buyers of our sales departments werz 


gathered for an informal but important dis- 


cussion and Scotty, the sales manager, invited m2 
to sit in at the meeting. My advice might be helpful, 
he said. cordially. Personally I rather doubted it, but 
the result of their talk would inevitably affect my 
costings so І agreed to attend. 

The object of the conference was to establish a 
scale of commission allowances. This in itself marked 
a radical change of heart. They were not only 
prepared to disclose to their colleagues what eack, 
individually, was earning, but that they should mect 
at all was accepted as normal procedure. The business 
community, I reflected, is attaining maturity. Орех 
discussion, to use the old tag, is good for the soul. 

Our buyers were really an impressive gathering — 


well-dressed, fluent, confident — as they gathered. 


round the table. These were the men on whose 
acumen depended the prosperity of the enterprise апі 
the security of the employees. Each was the acknow- 
ledged expert in his own field. Nobody else ~ 
| , chief accountant, or sales manager — could 
argue with the expert; we all had our particuler 
functions, but these were the men with the ultimate 
responsibility. We decided broad lines of policy, but 
they made the gross profits. It was a chastening 
thought: without them, we others were useless. 1 
felt almost like a parasite. 

'There was old Michael, the doyen of the group, 
reputedly able to assess the quality of a worsted 
suit-length by feel, with his eyes shut, and price it 
to the nearest shilling. He can tell not only whether 
pin-sttipes will oust light checks next season, but 
what percentage mark-up they'll carry by comparison. 
Then there was Trevor, with the mien of a bishop, 
whose flair for choosing new styles in lingerié makes 


wo knows apparently by instinct whether the 


it -he most profitable floor in the store; and Bernard j 
i 


' customer wants squirrel or musquash. Dick is in 
* «+ charge of furniture, from mahogany to Axminster; 


(yeu'd.never guess from his shy exterior how many 
Messerschmidts he’s credited with. It rather reminded 
me of the travelling merchant from Bristol that 
Joan of Gaunt met in France, whose sword was 
mzrked along the blade with measurements in yards 
and inches to fiue his dealings with aggressive 
purchasers). 

Their problem was to find an acceptable basic 
figure above which their commissions should be 
paid. Some firms, in addition to basic salary, pay 
commission from the first pound of gross profit 
upwards; others, like ours, assess against each 
department's profits its share of direct expenses, 
sa.aries, interest on average stockholdings, etc., and 
реу at a higher rate on the net balance: Either way 
the rate payable is the important factor. It must 
yield a net remuneration comparable to staff of 
shnilar standing as an irreducible minimum; it 
must reward adequately effort or profits above the 
average; it must also hold a fair and just balance 
between man and man. Peter, in charge of ladies' 
outerwear, faces annually either a feast or a famine 
depending entirely on the arrival of a heatwave ог 
otherwise. His best laid plans gang aft agley, like 
Barns'sfieldmouse;anotorious grouser, unfortunately, 
he's a hindrance to lucid argument. 

Anyhow the arguments, lucid, verbose, or heated, 
gpew more involved as the afternoon wore on. They 
quoted - out-of-context figures to support their 
arguments with hypnotic earnestness. Special cases 
became numerous — gloves, men’s hats, woollens 


ES 


versu; man-made fibres — to the exasperation of | 


Szotty who was trying to keep the peace. He solved 
tke problem with typical canny demagoguery. ‘Let’s 
all adjourn till next week,’ he urged. "We'll ask our 
accountant friend here to prepare and circulaté a 
d-aft scheme giving effect to all our recommendations 
ar a basis for further discussion. 

^ This example of inspired buck-passing just shows 
that you really can't trust salesmen. 
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« Finance and 
Commerce 


Forte's (Holdings) 

INCE they were first publicly offered in October 

1962, the shares of Forte’s (Holdings) Ltd have 
failed to prove the growth equity that popular invest- 
ment opinion expected. Standing as high as 39s 3d at 
one time in 1963, the 5s ordinary shares currently 
stand at only 15s 3d and, on that basis, yield 7:2 par 
cent with the 22 per cent dividend covered 1:1 times. 

The company's accounts for the year to Janua-y 

“rst, 1965, from which this week’s reprint is taken, 
cover a year of physical expansion and also of rz- 
organization. Note x to the profit and loss accouat 
relating to the inclusion of the earnings of five new 
subsidiaries points to the physical expansion. Тће 
‘terminal losses’ point to reorganization. 

Of the ‘terminal losses’ (Note 10) £612,419 arose 
on the sale of the majority of assets and business 5f 
the Mr Whippy company to Walls-Whippy Ltd and 
to a lesser extent from expenses on the cancellation 
of contracts. Last year was an extremely difficult one 
in the soft ice-cream trade: mobile selling of ice-cream. 
in conjunction with Т. Wall & Sons (Ice Cream) Lzd 
‘should prove beneficial to the group eventually’, 
observed Mr Charles Forte in his annual review, but 
‘there will be a period of two to three years in which 
profits will be small and dividends most unlikely’. 


Divisional Organization 


The ‘Mr Whippy’ operation was part of a general 
reorganization. When the group came into existence 
in October 1962, a number of businesses, all pre- 
viously working independently, were brought to- 
gether and there have been other acquisitions since 
then. Mr Forte tells shareholders that over the past 
year, the board gave thought ‘to the right organizatian 
to achieve the maximum benefits which might te 
obtainable from and by all members of the group’. 

The decision was taken to divide the group into ics 
main activities — catering and hotels, entertainment, 
branded products, and ice-cream — and to give 
specific responsibility to one person for the profic- 
ability of each division. At the same time the group s 
service departments were strengthened and manage- 

; ment training schemes intensified. 

In the catering and hotels division there is Fortes 
& Co Ltd, Motor Lodge Developments Ltd, Kar- 
domah Ltd and Airport Catering Services Ltd, the 
latter being 65 per cent owned. In the entertainmert 
division there is Belle Vue (Manchester) Ltd, Festivel 
Gardens Battersea Park Ltd, Ропћсам! Recreations 
Ltd, Blackpool Pier Company, Prime Presentations 
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Ltd, and Great Yarmouth New Britannia Pier 
Company. Branded products division includes 
Joseph Terry & Sons Ltd, Fuller’s Ltd and C. 
Kunzle Ltd. The ice-cream division consists of a 
51 per cent interest in Mr Whippy Pty Ltd of Aus- 
tralia, and in associated companies there are 50 per 
cent interests in Walls-Whippy Ltd, Motorway 
Services Ltd and Belle Vue Bowling Centre Ltd. 


Substantial Programme 

Mr Forte points out that over the last two years a 
substantial building programme of new hotels and 
other premises has been carried out. As a result, part 
of the capital employed in the group has not been 
fully revenue earning. However, he is confident ‘that 
these developments will make a satisfactory profit 
within the normal time that one can expect in new 
activities of this type’. 

Additions to freehold and leasehold land and 
buildings, amounting to £1,522,942 in the year to 
last January, mainly comprised the completion of the 
London Airport and Oxford Hotels and work on the 
Manchester Hotel. In property sales of £2,118,392, 
the major item was Fuller’s factory at Hammersmith. 
The increase of over £1 million in investment in 
associated companies largely reflects the transfer of 
the ‘Mr Whippy’ interests to Walls-Whippy and an 
increased investment in Motorway Services. 

Against this background of heavy past investment 
and reorganization Mr Forte, naturally enough, has 
a difficult task in summing up current year prospects. 
Trading results for the first three months of the 
current year, however, are ahead of budget and are 
better than last year. The fruition of profits from 
investment should help this year’s profits but des 
are 'other members of tbe group which, as yet, are not 
showing a satisfactory return on the capital employed'. 


Improved Results 


With its large preference share capital, the company 
stands to be penalized under corporation tax, and 
while Mr Forte admits that this year 'is undoubtedly 
going to be a difficult one as a result of the current, 
economic climate’, he expects ‘improved results over 
the previous year". 

Itis to be hoped that shateholders may also look 
forward to 'improved results' in the standard of the 
company's reporting. Now that the group has been 
organized into divisions, the accounts to be presented 
in a year's time could well show turnover and profit 
by divisions. In the accounts under review there are 
no turnover figures, though this is excusable on the 
grounds of the inclusion of new subsidiaries’ results 
for the first time. 

If there is concentration this year on the reorganiza- 
tion and development of the group as it now stands, 
and a rest from new acquisitions, the next published 
accounts should be presented in a manner which will 
provide shareholders with figures showing the return. 


.being achieved by the organization c on its annual. 


turnover. 
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.CITY NOTES 


x N attempted rally in the stock-markets has fal ев 
foul of uninspiring trade figures and suggestians 
of a tightening of the ‘credit squeeze’. For a time it 
seemed that buying was likely to come into the marxet 
for selected equities but the movement petered cut 
Despite thé trade figures and the suggestion of 
more credit control, official policy seems to be to 
allow the economy to run ав it is over the autumn 
period of pressure on sterling. There is obviovsly 
little or no prospect of any agreement on international 
currency problems at “the September International 
Monetary Fund meetings. The American suggeston 
of an international conference on currency matters 
puts any solution a long way off. 

Meanwhile in industry there is a two-way pul 

of a continued high level of capital investment znd 
РЕҢ in some sections, a continued apprehension 

over short-term business prospects ~ the büildinz 
industry being particularly apprehensive. 

Within the stock-market a ‘bearish’ short-terra 
attitude is still being taken, with a further fall їл 
share prices anticipated despite the drop that has 
already taken place. The institutions are still bang 
well.fed with high-yielding industrial prior charges 
to the extent that corporation stocks are being -eft 
in the cold. Underwriters were left with 88 per cert 
of the £3 million Maidstone 62 per cent Stock issue. 


* * * ж  * 


NOVEL form of loan stock is being issued by 
Bandar Property Holdings. The company is 
issuing £667,500 Cost of Living (Unsecured) Laaa 
tock 1986-88 at par. The stock will initially cerry 
8 per cent interest, but every seventh year the 
interest rate, and also the redemption terms wil 
be reviewed in accordance with the cost of living zs 


~ 


indicated by the index of retzil prices. А maximum 
of 25 per cent is, however, placed on the increase 
in interest rate and redemp-ion terms giving the 
stock a highest possible interzst rate of то per cent 
and a highest possible кыре price of [125 for 
{тоо of stock. - 


* * * * * 


THE banking dividend season has brought 
increased interim dividerds and indications of 
substantially higher earnings. The banks have got 
round the half-yearly report problem by wordy 
comment on the increase in employable funds and 
the high level of advances. The effect of restrictions 
on the increase in lending in the second half of the 
year on the full year position has. been cautiously 
assessed, but some:commenta-ors have estimated the 
rise in banking earnings so far this year to be as 
much as 25 per cent on 1964. 
* Ф ` € = * 


HE Board of Trade’s ass:ssment that industrial 

capital investment can be expected to rise sub- 
stantially over the next two years found almost 
immediate confirmation in the announcement of a 
£60 million expansion programme by the Leyland 
group. Over the next four yeers Leyland is to spend 
£35 million on commercial vehicle development and 
£25 million on production expansion for cars, vans 
and light trucks. 

Lesland' deputy chairman and managing director 
comments that the physica. task of getting the 
equipment into the factories fast enough is the major 
problem. Finding the money is not.» The Ford, 
Vauxhall and Jaguar companies are also engaged on 
major developments and so, ir the motor components 
sphere, is Dunlop. 


RATES AND PRICES 


Closing prices, Wednesday, July 14th, 1965 


Bank Rate 


Nov. a, 1961 69, Jan. 3, 1963 4% 
Маг. 8, 1962 54% Feb. 27, 1964 5% 
Mar. 22, 1962 % Nov. 23, 1964 7% 
April 26, 1962 ae June 3, 1965 6% 
Treasury Bills 
6s а°574% june 11 I2: Oo'9cd^, 
Ma ЈЕ js 5: 569d%  lunei8 £5 115 9°57 e 
May 21 6 5s 698d% June 25 5 тоў 10:02019 
. May 28 6 7s 3°34d% July2 тог o66d% 
June 4 5 та: 9318% Julyg £5 115 9'954% 
i Money Rates 
Day to day 44-54% Bank Bills 
pays 44-51% 2 months 53-69, 
ine Trade Bills 3 months 51-655 
3 months 4 months 5151-675 
months 0 _6 months 543-6955 


months ` И 


Tax Reserve Сешћеасев: interest rate 28.11.64 34% 


Foreign Exchanges 
New York 2°79% Frankfurt 11:17i 
Montreal 3°02 Milan 17434 
Amsterdam 10:05 O1lo 19:965 
Brussels 138:49: Peris 13 M 
Copenbagen 19:344 Zürich 12° 
Gilt-edged 

Consols 4% 574% Funding 3% 59-69 — 874 | 
Consols 24% |: 37i  Sevings 3% 60-70 844 


Conversion 6% 1972 Seca Scvings 3% 65°75 71 ха 


Conversion 54% 1974 90k Sevings 24% 64-67 — 924 
Conversion 5% 1971 oid Treas’ry 54% 2008-12 83 d 


Conversion 34% 1969 89 ў ‘Treasury 5% 86-8 79% 
Conversion 34% I Treasury 34% tat 71% 
Funding 54% 82-84 — 864 = 34% 79-81 
Funding 4% 60-90 ог} -easury 22% 37% 
Funding 32% 99-04 iow _сїогу 4% 97 
Funding 3% 66-68 ой War Loan 34% 51% 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


A Plan for Accountancy Education — 
Sm, – I did not make an unfounded sweeping assertion 
in my article, as the Secretary of the Corporation of 
Secretaries seems to imply in his letter (your issue 

dated July 3rd). 1 
It would be useful to know how many of the 
38,000 members of the Corporation and the Chartered 
Institute do not act as company secretaries. Sinze 
this information is not available, we may assume that 
those members who act as secretary to more than one 
company compensate for those who are secretaries 

of none. | 
In this case, we аге left with approximately 
410,000 United Kingdom registered companies for 
which the legal renes of the company secretary is 

carried out mainly by accountants. | 

Yours sincerely, 
KENNETH S. MOST, LL.B., F.C.A. 


Singapore. 


Whither the Profession? 


Sm, — The letter from Mr Dickerson, together wizh 
those of the tespective Secretaries of The Corporation 


of Secretaries and The Institute of Book-keepers in 
your issue of July 3rd, merely emphasize the huge 
problem which confronts the whole of the account- 
ancy profession. To my knowledge there are at least 


twelve accountancy bodies which provide some train- . 


ing, and whose members hold posts ranging from 
junior clerks to managing directors, and from articled 
clerks to senior partners and consultants. 

No accounting body can hope to provide ialist 
training for an ultimate position. But a single fully- 
recognized qualification must be agreed which ул] 
ensure a good grounding in all accountancy subjects 
allied to appropriate experience. Say 

The Chartered Institutes took a forward step when 
` the Incorporated Accountants were merged. Steps 
should now be taken towards combining all other 
bodies. у 

То achieve this the training programme must 
acknowledge other fields in addition to the practising 
side of the profession. But this would be to its ultimate 
advantage. Why, for example, not substitute ‘three 
years under the direction of a Fellow of the Institute’ 
for the existing five- or three-year articles. Entrants to 


such a scheme would require the following prior. 


experience: 
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(i) a university degree; ог 
(1i) two years in accountancy work in either a public 
practitioner's office or the office of a commercial 
or a public organization. | 3 
"he following examinations would then be taken: ‘os 
(i) graduates in recognized subjects would take 
only the final as at present. | 
(ii) АН other entrants would be required to have 
passed, or gained exemption from, the prelimi- 
nary examination, before being accepted. 'They . 
must then pass the intermediate and final 
examinations. х 

Trainees in industry would be brought in by those 
cf us who, at present, must récommend other bodies 
ether than our own Institute. The trainees would be 
required to spend at least one year in a professional 
frm before being allowed to sit their final. (Leave of 
absence could be arranged with Government depart- 
ments and commercial firms so that promotion pros- ` 
pects etc. would not be affected). As a further safe 
guard to standards in practice it could be laid down 5 
tzat members would not be allowed a certificate to ' 
practice publicly unless they had at least three years' 
experience in a public practitioner's office. . 

A scheme оп the above lines would provide a much 
greater ‘catchment area’; provide members in practice 
wth a constant supply of older, more experienced 
trainees (although for shorter periods); and result in a 
ra recognized qualification for all persons involved 


i ce. Why not? 
Yours faithfully, 
ANOTHER INDUSTRIOUS 
(CHARTERED) ACCOUNTANT. 


X 
- 


Em, ~ I wish to take out of context some words of 
Mr Kenneth Most in his article in the issue of June 
2£th where he states the ‘public image of the account- 
art will deteriorate’. ` "E 

In view of the number of matters I have come 
a-ross in the last few years, it would not be surprising 
ir the image had not already deteriorated; some of the 
matters I dare not mention, but they and others make 
ore wonder if this is the twentieth or nineteenth 
century. 

In two provincial firms of practising accountants I 
Беуе been told that the traditional profit and loss 
a-count is to be used because the clients prefer it or 
de not want changes; yet on two occasions I have 
$30wn clients the statement form of profit and loss 
account and had it warmly accepted; typists admitted 
a time saving, notwithstanding the saving of wasted 
szace on stationery. I would add that one City firm 
vas opposed to changing the method of presentation |. 
exen though the accounts they audited had been ! 
presented to the directors and shareholders in vertical‘ _ 
form; the reason I was given was *we must not alter it; " 
others may not understand the new presentation’. 

Again in a provincial firm of accountants, one 
senior, on making some suggestions to be put to the 
Cirectors of a company to improve profitability and 
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efficiency, was told by the principal that it is not t-eir 
place to tell the client how to run his businese. If 
auditors cannot point out weakness and suggest 
improvements, who can? - 

both of the practices in which I have worked 
there was a tendency to try and force the small ckent 
into using one particular type of cash-book to suit the 
practitioners’ convenience; yet to implement same 
standardization in presentation of accounts to «ave 
time and give an improved service was unheard сс, It 
would appear that the client's preference as tæ his 
own books was to be disregarded. 

Articled clerks in, both practices were expected 
within a few months to be productive, yet in ne£her 
саве did I trace any training of them — they were<ust 
left to ‘soldier-on’ as best they could. In one firm леу 
were forbidden to use the adding machine till I cme 
on the scene — thus absorbing much unnecessary пе 
in laboriously adding up long columns of figures 

In both of 
of the tax consideration over all else, and lack of cele- 
eim of authority and responsibility to thé manazing 
cler! 
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the practices there was a predominince . 
x» Гсапі 


When leaving my last post in commerce before. 


going to a practitioner's office a number of accacnt- 
anta were interviewed for my position but the ix-er- 
viewer's comment about them which struck me most 
was that of the lack of positiveness. If negativeness is 
the picture accountants convey to management, it is 
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a wonder that more management posts are not with- 
held from the accountancy profession. 

What, then, can be done to improve the image of the 

accountant? I would suggest the following: , 

(а) Present accounts in a more informative and 
intelligible manner — the statement form does 
this with economy of cost. 

(b) Give a true service in that the client's well- 
Monde is put to the fore; make recommendations 

from audits — this would be to the Бепе- 
fit of of both parties. 

(c) Scrap the articled clerk system. In this day and 
age it does not give a broad enough base for 
training as both practising and commercial 
See is required to make better account- 


(4) Doi not let tax work dominate so much of the 
profession's thinking — other things can be just 
as beneficial to a client. 

imagine some of the replies to these su, 

tions, but I would add in conclusion that if my 

experience in the profession is indicative of it as a 

whole, then its image will deteriorate still more. 

Whilst change merely for the sake of change is not to 

be advocated — neither must we cling to old traditions 

and ideas for fear of change. к 

Yours faithfully, 
sic 


. THE INSTITUTE OF. CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINAR? MEETINGS OF THE COUNCIL. 


At special and ordinary meetings of the Council held 
on Wednesday, July 7th, 1965, there were preserz: 


Mr Robert McNeil, President, in the chair; Sir Езпгу 
Benson, C.B.E., dr vene Messrs J. Ainsworth, C B.E., 
J. F. Allan, G. Appleyard, W. .L. Barrows, Т A. 
Hamilton Bu H. Bell, C. J. M. Bennett, Sir W3liam 
Carrington, Messrs R. Ww. Сох, С. Croxton-Smitxz, S. 
Dixon, J. V. W. W. Li Sir Harold Gzlett, 
IM C., Messra J. С; Hawkins, С.В.Е. S. 

eaton, J. A. Jackson, A. W. John, о.в.к., Н. О. Johcson, 
R OA A. Keel, Sir William 
Leach, P Ж. В. Leech, 
р.в.с., J Mann, Vena W. 

Nelson, ae W Park er, CBE, S.J. Pears, Е. E. “rice, 
L. W. Robson, Sir Thomas Robson, M.B.E., Messrs. _. D. 
Slack, А. С. Thomas, А. H. Wilton, 

R. Walton, © J. Weeks, E. Е. С. Whinney, `- 
tgomery Willi R. P. Winter, св.в., M.C., I.D., 
E. K. Wright, Sir Richard Yeabsley, С.В.Е. 


` Finance (No. 2) Bill, 1965 
The Council received a report on discussion; at 
Somerset House on June 9, 1965, between r-pre- 
sentatives of the Board of Inland Revenue and cf the 


“Mr H. G 


` the Institute (Mr В. G. Leach, сва, в.с.А., Mr D. S. 


, Morpeth, B.COM., r.c.4., Mr І. H. Clark, r.c.4., and 
пре on the Finance (No. 2) Bill, 1965, sub- 
mitted on May 21st, 1965, to the Chancellor of the 
Exchequer on behalf of the Council. (The memorandum 
was published in The Accountant, of June sth, 1965.) 


Effect of the Finance Bill 
on Pensions of Retired Partners 


Further to a letter dated May 13th, 1965, sent on 


` ‘behalf of the Council by the President to the Chancellor 


of the Exchequer making representations regarding the 
possible effects of clause 12 of the Finance (No. 2) Bill 
on the retirement arrangements of professional 
partnerships, it was noted that the Government 
proposed to move an amendment, during the Report 
Stage of Не Bill, to insert after sub-clause 12 (2), a 
new sub-clause to provide that notwithstanding sub- 
section 1 of clause 12, subsection (1) of section 415 
of the Income Tax Act, 1952, shall not apply to 
income consisting of annual payments made, inter alia, 
under a partnership agreement by a member of a 


, 


t, F.C.A.) in connection with the . 
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partnership to or for the benefit of a person, or, if 
he is dead, the widow: or dependants of a person, who 
has ceased to be а member of the partnership by 
retirément or death, being payments made under a 
liability incurred for full consideration. 


` Corporation Tax | 


The Council approved the following statement for 
publication: 

‘Rate of Corporation Tax to be Assumed for the Purpose of 
Company Accounts and Interim or Similar Statements. 

1. Companies are now reporting, in annual accounts and 
interim or similar statements, profits which will be subject 
to corporation tax under.the terms of the Finance (No. 2) 
Bill at present before Parliament. _. 

2. It has to be decided at what rate corporation tax should 
be provided for these purposes, although ‘the rate initially 
applicable will not be announced until the 1966 Budget. 

3. The Council considers that it would, in the circum- 
stances, be inappropriate for it to make a recommendation 
to members in regard to the rate at which companies 
should provide for corporation tax; but the Council draws 
attention to the fact that in his Budget statement on April 
6th, 1965, the Chancellor of the Exchequer said that a 
corporation tax rate of 35 per cent would bring in revenue 
equivalent to the combined-yield of income tax at 8s 3d in 
the £ on undistributed profits and profits tax at 15 per 
cent on total profits; and that as he saw it there was every 
likelihood that the rate would not exceed 40 per cent. In the 
Council’s view, therefore, it is reasonable at the present 
time to provide for corporation tax in company accounts 
and interim or similar statements at a rate within the range 
of 35 per cent to 40 per cent. 

4, Whatever rate is assumed, the Council recommends 
as best practice that the rate should be disclosed in the 
accounts or statements, or by way of note thereto.’ 


Computer Education and Applied 
4 Research Centres - 


'Thé Council decided to announce that, in co-operation 
with The Institute" of Chartered Accountants of 
Scotland and the British Computer Society, it is 
exploring the possibility of а Computer Education 
and Applied Research Centre or Centres being 
established on a national basis. It is proposed that as 
a first step a feasibility study should be undertaken 
in parallel with the Scottish Institute.. 

Liaison has been established with the Ministry of 
Technology and an approach is being made to the 
Department of Education and Science to ascertain what 
support for the proposal might be forthcoming from 
the Government. 

It is envisaged that the research centres would 
provide tuition on all aspects of electronic data 
processing, a library and a research and information 
service both for industry and for the accountancy pro- 
fession. The Council wishes to emphasize that the 
centres would not provide a consultancy service of the 
kind offered by many members of the profession. 


Moorgate Place 


‘The Council noted that the purchase of mafor interests 
in the properties involved in the Moorgate Place 
redevelopment scheme had been completed, the 
transactions having been financed by a three-year loan 
from Messrs J. Henry Schroder Wagg & Co Ltd against 
the deposit of certain title deeds. 
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Grant to The Chartered Accountants' 
Benevolent Association 
The Council received a report on the opinions of 
members who replied to the invitation in the memor- 
andum dated April 15th, 1965, as follows: . 
Number 








of Ретсеп- 
Opinion Members tage 
1. The basis proposed by the Council is b 
considered to be fair and reasonable 4,433 5977 
2. The grants should cover the whole 
cost of administration plus the Secre- 
_ tary’s salary 1,666 22°4 
3. The grant should consist of a percen- 
tage of the cost of accommodation and 
fiministration provided by the In- 
&itute; 
е) тоо рег сепї 385 5'2 
(2) 75 per cent 273 37' 
О. 50 per cent 365 49 
(4) 25 per cent ‚84 I'I 
4. The grant should be Nil 225 зо 
7,431 100-0 


Га view of the substantial support for its proposal 
the Council confirmed that annual grants will be made 
to The Chartered Accountants’ Benevolent Association 
equal to the amount payable by the Association.to the 
Ins-itute in respect of the cost of its accommodation 
and administrstion less the salary cost (including 
National Insurance and pension fund contributions) 
of Institute staff wholly каре with the work of 
the Association. 


: University of Sussex 
The Council re-appointed Mr A. С. J. Horton- 
Stephens, F.C.A., to serve for a further term of three 
years commencing on August rst, 1965, as the Institute's 
representative on the Court of the University of 
Sussex. m LOS: 


Chairmen and Vice-Chairmen of Committees 


'The appointment of the following chairmen and vice- 
сћалтпеп of committees for the ensuing year was 


reported: 
Applications 


bb 
Charman, Mr R. B. Leech; Vice-Chairman, Mr С. Т. Е. 
Chamberlain. 

Articled Clerks 

Charman, Mr T. A. Hamilton Baynes; аса 
Mr 2. С. Slack. 

Courses 
Charman, Mr J. H. Mann; Vise nee Mr L. W: 


Robson. 

5 Disciplinary 
Charman, Mr T. А. Hamilton Baynes; Vice-Chairman, 
Mr К. P. Matthews. 


District Societies 
Сћалтовп, Mr J. C. Montgomery Williams; Vice-Chairman, 
Mr D. Steele. 
Education 
Састави, Mr W. B. Nelson; Vice-Chairman, Mr A. Н. 
Waton. 
Finance 
Charman, Sir Harold Gillett; Vice Gharia, Mr J. D. 


Rusrell. 


a 
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General Purposes 
Joint Chairmen, Mr S. J. Pears and Mr R. P. Winter; 
Vice-Chairman, Mr W. G. Densem. 


Investigation 
Chairman, Mr W. G. Densem; Vice-Chairman, Mr C. 
Croxton-Smith. 


Parliamentary and Law 
Chairman, Мг R. С. Leach; Vice-Chairman, Mr 3. К. 
Appleyard. 
Public Relations 
Chairman, Mr E. K. Wright; Vice-Chairman, Mr E. F. G. 
Whinney. 
Technical 


Chairman, Mr C. J. M. Bennett; Vice-Chairman, Mr E. N. 
Macdonald. 


Committee on Students! Societies 


'The Council appointed a special committee to examine 
the future role, structure and finances of students' 
societies. Mr A. H. Walton has agreed to serve as 
Chairman and Mr R. P. Matthews as Vice-Chai-man. 
The other members of the committee are Mr J. F. 
Allan, Mr W. L. Barrows, Mr G. T. E. Chamberlain, 
Mr S. J. D. Corsan (co-opted), Mr P. H. Dobson 
(co-opted), Mr D. S. Morpeth, Mr R. G. 3lack, 
Mr D. Steele and Mr F. J. G. Whinney (co-opted). 


Articles and Examinations 


It was reported that the following applications ander 
various bye-laws relating to articles and examinations 
had been granted or refused during the six months 
ended June 3oth, 1965. Granted Fefused 
Bye-law 48: Permission to take an articled 


clerk for the first time 150 I 
Bye-law 50: Additional articled clerks 15 I 
Bye-law 52 (c): Granting of a Preliminary 

certificate by virtue of age and experience 30 — 
Bye-law 54: Waiver of prescribed provisions 

in articles 3 — 
Bye-law 64 (a): Reduction in period of 

service under articles — overseas graduates 77 4 
Bye-law 64 (b): Reduction in service under 

articles 29 2 
Bye-law 65 (c): Reduction in service under 

articles for former regular officers 1 — 
Bye-law 66: Permission to follow another 

business or occupation while under articles 

to the limited extent specified in the 

application 17 I 
Bye-law 67 (b) (iv): Permission to spend 

up to six months in an industrial, com- 

mercial or other suitable organization 

during articled service 19 — 


Bye-law 67 (b) (v): Permission to spend 
up to six months on secondment to another 
member in practice in the United Kingdom 2 
Bye-law 84 (a): Permission to sit the Inter- 
mediate examination earlier than normally 


eligible 12 4 
Former bye-law 86 (a): Permission to sit 
the 'old' Final examination, after com- 
pletion of articled service, earlier than 
normally eligible 53 — 
Bye-law 88 (b): Exemption from the Inter- 
mediate examination 14 то 


Registration of Articles 


'The Secretary reported the registration of 163 a-ticles 
of clerkship during May, the total number ‘since 
January тве, 1965, being 1,054. 


* 
. 


THE 
ACCOUNTANT 


85 


'Admission to Membership 


The following was admitted to membership of the 

Institute: 

Watkinson, Christopher, A.C.A., 21965; 18 Wensleydale 
Road, Hampton, Middlesex. 


Fellowship 


The Council acceded to applications from six associates 
to become fellows under clause 6 of the supplemental 
Royal Charter. 


F.S.A.A. 


The Council acceded to an application from an 
incorporated accountant member A.S.A.A. to use the 
letters F.S.A.A. under clause 4 (b) of the scheme of 
integration referred to in clause 34 of the supplemental 
Royal Charter. 


Members Commencing to Practise 


Тће Council received notice that the following 
members had commenced to practise: 


Andrew, John, a.c.a., a1965; Andrew & Co, 8 Ryecroft * 
Avenue, Tottington, near Bury. 

Archer, Reginald Peter, A.C.&, 21965; *Henry D'Oyly 
& Archer, 46 Rother Street, Stratford-on-Avon. 

Attrill, John Henry, A.C.A., aS1957; "А. Н. Cross & Co, 
16 Quay Street, Newport, I.W. 

Butler, Reginald Richard, A.C.A., a1960; *Borcrasion, 
Butler & Co, P.O. Box 825, Addis Ababa, Ethiopia. 

Chedgey, Sidney George, A.C.A., a1955; TPannell Fitzpatrick 
Parham & Crewdson, Lee House, London Wall, London 

2. 

Clarke, William, A.C.A., a1965; R. J. Brooks & Со, 33 
Rodney Street, Liverpool x. 

Cooper, John Anthony, A.C.A., 41957; А. C. Palmer & Co, 
Regent House, 45 Sheep Street, Northampton. 

Coulson, John Arthur, F.C.A., 21954; Leech, Evans & Co, 
Darlaston House, 45 Warwick Road, Coventry 

Edwards, Frederick Arnold, A.C.A., 21964; R. Y "Brooks & 
Co, 33 Rodney Street, Liverpool I. 

Endicott, Derrick John "Victor, А.С.А., 21964; 
Court, 99 Haverstock Hill, London МҰЗ. 

Finn, Paul Howard, a.c.a., а1964; Trevelyan, Finn & Co, 
17 Stansfeld Chambers, 6 Great George Street, Leeds 1. 

Glicksman, Ronald Peter, A.C.A., a1965; К. P. Glicksman 
& Co, 9 Hillcrest Avenue, Edgware, Middx. 

Goodwin, Alan Ernest, A.C.A., a1957; Heal & Co, 84 
'The Broadway, Chesham, Bucks. 


33 Stanbury 


4 lndicates the year of admission to the Institute. 


aS Indicates the year of admission to The Society of 
Incorporated Accountants. 


$ Means ‘incorporated accountant member’. 


Firms not marked T, tt or * are composed wholly of 
chartered accountant members of the Institute. 

+ Against the name of a firm indicates that the firm though 
not wholly composed of members of the Institute, is 
composed wholly of chartered accountants who are members 
of one or another of the three Institutes of chartered 
accountants in Great Britain and Ireland. 

tt Against the name of a firm indicates that the firm in- 
cludes an incorporated accountant member of this Institute 
and is compesed wholly of members of one or another of 
the three Institutes of chartered accountants in Great 
Britain and ireland. 

* Against the name of a firm indicates that the firm is not 
whollv composed of members of one or another of the 
three Institutes of chartered accountants in Great Britain 
and Ireland. 
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Halson, Gordon Henry, A.C.A., 21956; С. L. Atherton & 
Co, 65 East Street, Bridport, Dorset. 

Hattersley, Gordon, A.C.A., 21958; Landin, Wilcock & Co, 
Queen Street Chambers, 68 Queen Street, Sheffield 1. 

Hepworth, Harold Derek, A.C.A., aS1957: е 

& Kay, 103-109 Queen Street, heffield 1. 

Hunt, Brian David, А.С.А., a1965; 37 Harton Road, 
Edmonton, London №. 

Hyslop, Sinclair Cairns, Е.С.А., 21928; +Whinney, Murray 

& Co, 14 Meir, Antwerp. 

Leech, John Clive Boulton, a.c.a., 41969; Lesch, Evans 

- & Co, Darlaston House, 45 Warwick Road, Coventry. 

Lister, George Herbert, a.c.a., 2.81957; Bowker, Stevens & 
Co, Griffin House, 18-19 Ludgate Hill, Birmingham 3. 

Loder, (Miss) Jean Alice, А.С.А., a1959; Waight & Co, 48 
Red Lion Street, London WCr. 

Magness, Brian John, A.C.A., a196o; *West, Barrett & Со, 
41 Beach Road, Littlehampton, Sussex. 

Martin, David Carl, A.C.A., a1959; TPannell Fitzpatrick 
Graham & Crewdson, Barclays Bank pulling: King 
Street (P.O. Box 318), Kingston, Jamai 

Maykels, Ivan Brian, A.C.A., a1961; “I. Goldberg & Co, 


40 Ship Street, Brighton r. 
Morris, Alan Harold, A.C.A., aS19 s Spain Brothers, 
& Co, 1 Pavilion Buildings, Brighton 1. 


Dalling 
$Оуееке, Yunus Abioye, ха а1961; Ева; 
Williams 


& Co, 6E Bello Road (P.O. Box 179), Kano, 
"Nigeria. 
$Paulden, James Lawrence, D.F.C., Е.В.А.А., 41958; 28 
Albert Terrace, and 167 Hereford Street (P.O. Box 2001), 
Christchurch, New Zealand. 
Peet, Reginald Owen, Е.С.А., 481934; 8 Mansfield Road, 
Hove 3, Sussex. 
tt, Francis John Shilton, A.C.A., 21962; Critchley, 
ЊУ & Pigott, Boswell House, 1—5 Broad Street, 


пена A Anthony, A.C.A., 21964; Beresford Lye & Co, 14 
Bouverie Square, Folkestone. 

Rose, Richard Dennis, a.c.a., 21965; S. E. Moss. & Co, 
. Westminster Bank Chambers, Bridge Road, East 
Molesey, Surrey. 

Seed, John David, A.C.4., 21962; Gordon Hawley & Co, 8 
City Road, Finsbury S (quare, London EC1. 

Solomon, Н Maurice, A.C.A., 21964; Henry, Maurice & 
Solomon, 11 Middleton Avenue, Hove 3, Sussex. 
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Southern, Peter Cyril Bygate, a.c.a., 21959; Ivan С. 
Aspinall & Co, 43 Springfield Road, Blackpool. 

Wikie, Alan Douglas, A.C.A., 41965; Jobn Wilkie & Co, 41 
Grainger Street, Newcastle upon Tyne 1. 

Wcod, Michael Warburton, M.A, A.C.A., 41958; 
Walsingham Road, Woodthorpe, Nottingham. 
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Re-admission to Membership 
Su5ject to payment of the amounts required byTthe 
Co.incil, one former member of the Institute was re- 
admitted to membership under clause 23 of the 
supplemental Royal Charter and one former member 
under bye-law 38. One application under clause 23 
waz refused. 

Change of Name 
Ths Secretary reported that the following changes of 
narae have been made in the Institute's records: 
Lunch, Edwin Percival John to Lunch, John. 
Slaven, John Anthony to Slaven, Jon. 


Deaths of Members 


"The Council received with regret the Secretary’s 


report of the deaths of the following members: 


Ме Norman Marshall Clarke, r.c.4., London. 

Herbert Neville Coithurst, ¥.c.A., Bonn, Germany. 

John Reginald Glindon, F.c.a., Hove. . 

John Ditchfield Hopkinson, Р.С.А., Accrington. 

Thomas Hugh How, F.c.a., London 

Samuel Ashworth Knowles, F.C.A., Manchester. 

Ronald Herbert Lord, F.c.a., High Barnet. 

Alan John Lovering, А.С.А., Swansea. : | 

Henry Wallace McAllen, F.C.4., Norwich. С | 

Charles Rollings Mitchell, F.c.4., Willowdale, Ontario. 

Frederick George Nicholas, r.C.A., Stoke-on-Trent. 

Henry Kenneth Percy, ¥.c.a., Sutton. 

Michael William Richard Pott, a.c.a., London. ` 

Miles Cecil Rhodes, r.c.A., Cirencester. 

Neville Spencer Tod, r.8.4.4., Durban. 

Harold Edwin Wall, r.c.4., Penrith. p^ 

Hugh Alexander Robert. James Wilson, F, CaA., 
Chandlers Ford. 
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FINDING AND DECISION OF THE DISCIPLINARY COMMITTEE 
Finding and Decision of the Disciplinary Committee of tae Council of the Institute at a hearing held on 
June 2ud, 1935. 


А formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that James 
Rothwell, a Fellow of The Institute of Chartered 
Accountants in England and Wales, was on the 26th 
day of August, 1964, at Salford Magistrates' Court 
convicted of two charges of stealing money from his 
employer and was sentenced to imprisonment for a 
total of twelve months so as to render himself liable to 
exclusion or suspension from membership of the 
Institute. The Committee found that the formal 
complaint against Mr James Rothwell, r.c.a., had beer 


137 VICTORIA STREET, LONDON SWI 


REVALUATION OF ASSETS 


. WORKS, FACTORIES, PLANT & MACHINERY, Etc. аа з 


prowed апа the Committee ordered that Mr James 
Rothwell, F.c.a., of то Kay's Wood Road, Rose Hill, 
Ma-ple, Cheshire, be excluded from membership of 
the Institute. 


[We are asked to state that Mr James Rothwell, r.c.A., 
of 288 Brooklands Road, Baguley, Manchester 23 
(Dicector and Secretary, Kellogg ‘Company of Great 
Brizain Ltd) has no connection with Mr James 
Rothwell, of 10 Kay’s Wood Koad, Rose Hill, Marple, 
Cheshire. — ИГ ` 
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| Company Secretaries — Accountants 


Check the future you want with 
what new Zambia has to offer 


Zambia is а fast-developing country—three times the si-^ of 
Britain—and-offers wonderful opportunities for recemtly 


qualified young men in Secretarial and Accounting positions. .. 


Consider now the advantages of working in the Coppemeelt 
of Zambia with the Anglo American Corporation. 

YOU LIVE IN A LAND OF MANY CONTRASTS. A land of hravy 
industry and unspoiled game parks, rich copper minesend 
neat towns rising from virgin country, productive fzrm- 
lands and vast expanses untouched by plough. All ла 
healthy refreshing climate. 

YOU IMPROVE YOUR PROSPECTS. In Zambia with Anglo 
American experienced men earn more. Moreover, Jow 
income tax makes your actual income much higher. For 
example, a married man with two children earning £2000 
pays only £96 tax. Even a single man pays only #26. in 
£2,000. And the Government allow you to remit hom=up 
to two-thirds of your savings. 

YOU GET MANY ADDITIONAL BENEFITS. These benefits in- 
clude housing at low rental, generous leave conditions. life 
assurance and medical schemes, a 5 per cent Christoas |. 


bonus and a terminal gratuity in lieu of pension. You join 
a friendly community. You have all the facilities of a 


‘medium-sized English town in the main centres, including 


primary and secondary education. And these centres are 
linked by rail and wide, well-made roads. 

IMMEDIATE CONTRACTS ARE AVAILABLE. Applicants shoüld 
possess a recognised Accountancy or Secretarial quali- 
fication. Appointments offer an opportunity to gain 
experience in all facets of accounting, including budgetary 
control, internal auditing, O and M and Data Processing. 
The Group operates a central Group Data Processing 
Unit which includes I.B.M. computers, models 1401, 
1410 and 1620. Commencing salary is not less than £2,000. 
Appointments are on fixed contract terms for periods 
from one to three years. Passages there and back, are 
paid for you and your family. 

Write today for an Application Form and a booklet 
giving you more facts about Zambia. Write to: The 
Appointments Officer, Dept. A-6518, Anglo American 
Corporation, $0 Holborn Viaduct, EGI. 


ANGLO AMERICAN CORPORATION 
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Transport operation | 
without capital outlay? 


Я ». @ t 






gives you economy 
from the start 


Switch your fleet to Contract Depreciation to achieve a new; con- 
sistent economy in transport operation. With the CD system cap- 
Ital outlay ts eliminated—yet each truck comes to you new and you 
have all the tax rellefs, including Investment allowance, every time. 
And CD economy goes even further—with regular vehicle геріасе- 
ment, loss of use Is virtually eliminated so that fleet profitability 
shows a very worthwhile Increase. : 
Of no leas importance, operating a modern and well kept fleet is a 
major factor In maintaining and Increasing company prestige. 
There are other mafor advantages of CD, already established for 
over 15 years :— 
€ Tallor-made contracts mean fewer idle trucks or part 
loads. 


@ Less maintenance and repairs require fewer skilled (and 
scarce) mechanics and reduced workshop space. 


@ Planned transport economy—you can accurately predict 
total transport costs well ahead. 


© Quotations for tenders can be estimated more com- 
petitively. ; 
@ Unprofitabie administration takes up far less of your time. 


- -GET ALL THE FACTS ON CD — send for our brochure 
“Contract Depreclation —the reasons why." Ask your 
secretary to clip the coupon to your letterhead and post 
It — TODAYI 


CONTRACT DEPRECIATION by 


}FORD & SLATER LTD 


MARBOROUGH ROAD SOUTH, LEICESTER - Telephona: LEICESTER 823261 





PIONEERS OF THE LEYLAND APPROVED __ 
VEHICLE CONTRACT OPERATING SCHEME WE 
—S8TILL THE MOST ECONOMICAL 


ENDE EE Sn a mv 





че 


To: FORD & SLATER LTD., NARBOROUGH ROAD SOUTH, LEICESTER 
| Yes! Please send me your brochure on Contract Depreciation | 


| Mark for the attention 01... 
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HE MOST- 
COMPREHENS 


LEASING SERVICE 


completely re-equips and modernises your 
cifice—with no capital expenditure (not even 
& deposit), no delay, and only the most | 
umobtrusive rental, carrying full tax relief. Dial 
FLE 8792 or visit your local Straker Bedser 
Exanch—there are 33 in and around London. 
Tie Straker Bedser Lédsing Plan enables you 
ta choose from a /imitless range of top 

quality office machines and furniture 
{whatever you want, we'll supply). Provides ` 
f-ee advice on office planning by an 
established Consultant. Even helps you with 
cerpets, curtains, decor. More and more 
companies are transforming their offices and | 
conserving their capital through the Straker 
Eadser Leasing Plan. Look into it now. 


OTRAKER BEDSER 
LEASING PLAN 


Laxigate House, Ludgate Circus, London, E.C.4, FLEet Street 8792 


R -smo- Vickers - Ten-Sad - Parker-: . mph 

PIGTOCOPOING Мес Вито те Heraa Pole Corona ont 
Р1ОТОСОР * Е a 

CO-TRACTS - Unilock » Tenon Products - Luxaflex - Marley • Catpet Trades. 
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PRACTITIONERS’ FORUM 
^N 


NE of the most potent of image creators or 
preservers іп a professional firm is the calire 
of staff selected to handle clients’ affairs. Poor saff 
usually indicate a poor firm, and no practitioner зап 
afford to ignore this. It is a false economy to seek to 
save time by interviewing staff candidates cursodly 
or to endeavour to sa¥e money by engaging low grade 
and undemanding employees... 
In the recruitment of staff, therefore, попе 
` should be too much trouble. For this reason ihe 
application form for completion by candidates ne=ds 

to be drawn up with care and precision so thzt a 
.,7-complete picture can be obtained of the background 
of each person. At the same time it is a good idez to 
have a short brochure for the candidate to read bere 
filling in his application form, giving a brief histor of 
the firm, its constitution and organization, the work 
it does and the main points covering the ргоѓезв-рп, 
staff regulations, requirements, amenities, etc. 

Of course, care must be exercised to ensure teat 
the brochure is not taken away, for it might fall эмо 
the wrong hands and be deemed to be advertising. 

The application form may be designed to elicit the 
following information: 

Full names (and any former names) 

Address 

Telephone number 

Any other addresses (e.g. home address, if ihe 

applicant is in 'digs") 

Age 

Next of kin 

Nationality 

Religion (and whether practising) 

Schools attended (and brief educational background) 

Examination successes (and perhaps failures) 

School reports attached (in the case of junior sta) 

Scholarships 

University (if any) 

Professional qualifications 

Details of previous employment (including ser~.ce 


career 

Father's name, address, and occupation 

If father is deceased, details of cause 

Applicant's medical history 

Whether married (also if divorced or separated) 

Hobbies and sports 

sco driving licence has been endorsed (if ao, 
why 





THE 
ACCOUNTANT 87 


Engaging Staff 


Reasons a) entering profession (in case of unquali- 
8 4 
Reasons for seeking employment with this firm 
(response to advert, recommended, etc.) 
Salary required 
Confirmation that brochure has been read, under- 
stood and accepted. 


Some of these items may strike readers as exces- 
sively inquisitive (some firms require even more 
detail than that outlined above), but experience has 
proved to many employers just how advisable it is to 
have the fullest knowledge of the background of their 
staff, both from the firm’s point of view and for the 
sympathetic (or otherwise, if necessary) dealing with 
individual members. For instance, nationality and 
religion are not wanted for reasons, of prejudice or 
intolerance, but to assist in staff selection when 
sending members abroad or to particular clients’ 
offices, or to avoid situations which can unfortunately 
arise if, for instance, an employee may turn out to be a 
member of a religious sect pledged to intensive re- 
cruitment in any and every environment! To be 
forewarned is to be forearmed. 

Most of the other questions are self-explanatory. 
The application form should be filled in, signed and 
dated by the candidate himself; he may perhaps 
be invited to complete a duplicate for his own 
retention. Where a candidate has produced his own 
curriculum vitae, the sections of the form which. 
this covers may be ‘cross-referenced’ to avoid needless 
repetition. 

Complementary to the candidate’s completed 
application form is, of course, the interviewer’s 
confidential check-list. This might well cover — 
manners (courtesy, gestures, etc.); appearance (poise, 
dress, cleanliness, features); voice (pleasantness, 
clearness, accent); use of language (vocabulary, 
grammar); personal characteristics (friendliness, ag- 
greasiveness, self-confidence, nervousness); vision 
and hearing — ratings such as E (excellent), S (satis- 
factory) or P (poor) being accorded in each category. 

The question of references also has to be con- 
sidered and it should not be overlooked that a verbal 
approach to a referee may be of more value than a 
written response to a request for comments on a 
candidate’s capabilities and character. 


AN R.R.C, HOME-ST JDY COURSE provides the simplest answer. Backed by 37 years 


of postal tuition 


ce and over 70,000 passes, Н assures your success in all the 


zxaminations, and also in Secretaryship, Banking, Insurance, Local 


principal Accountancy 
Government, Law, Civi Service, G.C.E., ete. 


Fr» 100-page book (without obligation) on 


THE RAPID RESULTS COLLEGE 


А1, TUITION HOUSE, LONDON Swi9 





ШЕРТ C. 
Menžer of the Association of British Correspondence Colleges 
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MAINLY FOR STUDENTS 


PRACTICAL PROBLEMS ON COMPANY LAW 


Question 
EAP was a director of a company having been 
appointed for life by the articles of association at 
-a salary of £3,000 per annum. No transfer of shares 
could be made without his approval. Fetch and Carre 
who controlled a large part of the shares wished to sell 
some of their shares to someone not approved of by 
Heap. They managed to engineer the passing of a 
special resolution altering the articles to the extent that: 
©) no approval should be needed for a transfer; 
b) Heap should cease to be a director for life but 
should оше on a yearly basis only at a 
salary of £1,8 
Heap asked the "Court to declare the resolution bad, 
and for an injunction to prevent its being put into 
effect. What are his chances of success? Has he anv 
alternative remedies? 


Suggested Answer Š 
The Court generally sympathizes with alteration of 
articles provided it considers this to be for the good of 
the company as a whole, even though it seriousiz 
effects individual members. 

In this instance Heap’s chances are thin. Clause (a) 
would probably be allowed (Greenhalgh v. Adernz 
Cinemas L 


As for clause (b) — it is no longer possible to appoint 
directors for life and being a cóntract of employment 
embodied in articles, there is no reason why articles 
should not be changed and the salary reduced (Swabey v. 
Port Darwin Gold Mining Co). 

Тће Court would probably uphold the resolution. 
Heap could sue for breach of contract but inasmuch 
88 there was no express contract and he had implied 
knowledge that the articles could be changed, this 
would be unlikely to succeed. He must accept the 
situation unless he plays a long shot and appenls to 
the Court under section 210 of the Companies Act, 
1948 — assuming that he is, in fact, a member. 


Question 
The objects of the Pennywise Prospecting Co Ltd ars 
stated in its memorandum to be: 
(a) to purchase land in Brazil for tbe purpose of 
establishing a factory for the manufacture of 
|:  mutcrackers ; 
(b) to take any action which may serve to promote 
the consumption of nuts; 
(с) to engage in any activity which may usefully b2 
combined with the manufacture of the nutcrackere. 
'The company have failed to obtain land in Brazil and 
have now passed a special resolution entitling them 
to purchase land in Mexico where they hope to 
discover a potential demand. In addition to the makinz 
of the crackers they now propose to establish nut farme. 
A shareholder who disapproves of the scheme asxs 
your advice as to whether it would worth con- 
testing, and if so, how he should set ut it. How 
would you advise him? 


Suggested Answer - 


Relevant case: Re German Date сае Со (18821. . 


Main object to manufacture in Brazil; is now 


|: market, 
` However, 


frustrated. Shareholder can have resolution set aside 
if ће has support of 15 per cent of nominal share 
сазна! (or any class thereof) ог 15 per cent of deben- 
tu-es. Appeal must be made within twenty-one days of 
th» resolution. 


Question 
Flapwing received a prospectus from Pressgang Sup- 
рђев Ltd inviting him to take shares. The prospectus 


indicated an expected profit of £80,000 per annum. 


He did not apply for the shares at the time, but 
some months later the directors sent him a copy 
of the annual accounts which stated the profits of 
that year as £140,000. Flapwing noted the over- 
fument of expectations and purchased a large number 


of shares on the market. He subsequently discovered ` 


that the profit shown in the accounts was incorrect _ 
and should have read £14,000. 

He asks your advice as to whether he can claim 
damages (the shares having proved У worthless) 
frem: 

1a) the company; 

(b) the directors; 

(c) the auditors whóse geport was attached to the 

accounts. 


Scggested Answer 
Itis difficult to answer this question briefly. A company 
ard its directors are normally liable to _persons relying 
or misrepresentations in a prospectus. the mis- 
representation is innocent, the only remedy is the 
rescission of the contract. Statements of opinion can be 
equal to misrepresentation: ‘a man's opinion is as 
much a fact as the state of his digestion’. However, 
the plaintiff must have received the prospectus from 
the company either by public or private issue and must 
heve taken up shares on strength of alleged mis- 
representations (not entirely, but partly). The shares 
must be subscribed for; if they were bought on the 
кериш has no remedy (Peek v. Gurney). 
the directors follow up the prospectus 
w-th other information aimed at plaintiff, then both 
the prospectus and later information may be held to be 
ore invitation, and if acted upon in any way by sub- 
Bar er or purchase in the market, then the company 
ard the directors may be liable forany misrepresentation 
(Endrews v. Mockford). 

In this case the statement of expected profit could 
constitute misrepresentation. The fact that the 
directors issued Flapwing with a copy of the accounts 
gratis, suggests that the second case would apply. 
He can therefore rescind the contract but can only 
claim damages if he can prove the misrepresentation 
fraudulent, taken as a whole. He can claim from the 
directors of the company, but if from the latter he must 
rescind the contract firat. The auditors аге not liable, 
heving no duty in this instance to third parties. 


Question 

Uriah Slimwit is a director of two companies: Alpha 
Lzd and Omega Ltd, both governed by Table A of the 
1c48 Companies Act. He holds preference shares in 
Omega sud dabe debentures in Alpha. Omega has made no 


е 
* 


. 
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profit since time immemorial and hes paid по pref- 
erence dividend. | 
Slimwit, at a board meeting of Alpha, proposes that 
, 48 valuable contract be placed with Omega. He does rot 
int out his personal interest for, as he said afterwards, 
all knew I was a director of Omega’. In the eveat, 
бе resolution is passed by one vote (Slimwit's). Omega 
makes a handsome profit on the contract which enab:es 
them to pay a dividend on the preference shares. Shor-ly 
afterwards Alpha goes into liquidation and the liquica- 
tor claims that the resolution placing the contract was 
void and that as Omega, by virtue of Slimwit’s double 
directorship, must be aware of this, so the whole 
contract is void and Omega is accountable to Alpna 
for the profit they made en the contract. The liquidator 
also seeks damages against the board of Alpha юг 
breach of duty and claims the preference dividend 
received by Slimwit on the ground that it was a 
secret profit. 
Ll 
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Suggested Answer 
Directors must specifically give notice of interests in 
contracts with other companies. In this case Slimwit 
had not effectively given not.ce; the resolution is 
therefore voidable at the compeny’s option. As it was 
not void, only voidable, the liquidator, as far as Omega 
is concerned, can only rescind tne contract. This is no 
longer possible; there is no suzgestion that the con- 
tract was unfair in itself so the Omega company is not 
liable in any way. Slimwit must hand over his dividend 
in any case as a profit arising ind=rectly from his office as 
director, whether secret or not. It is doubtful if the 
liquidator could sue the board of Alpha, though he may 
вору obtain damages from Slimwit for breach of 
duty. The position would be different were it sug- 
gested that Omega was incapable of fulfilling the 
contract. This would be fraud for which the whole 
board might be responsible and could be sued for 
damages for breach of trust or responsibility. 





A s 
s NEW COMBINED TRAINING SCHEME 


An experimental course comprising oral and corres- 
pondence tuition for accountancy students in the 
London area is to commence at the aad 
'Tooting College of Commerce in September. 

Under the proposed scheme each student will 
attend a four-week full-time introductory course at 
which the tutor will make personal contact with him, 
lay the basis for studies and guide him in effective 
private study. Immediately prior to sitting for his 
examinations the student will return to the college sor 
a five-week revision course. Between oral tuition 
courses, the student will receive study notes and sub- 
mit answers to test questions. To ensure a continucus 

ersonal link, the student, during this period of ‘study 
ET home', will be able to see his subject and course 
tors to discuss any study problems he may have. 

Courses will be available in September for the 
Intermediate examination of the chartered accountants 
and the certified accountants (Part I), while by Sep- 
tember 1966 it is expected that courses will be avail- 
able for all the examinations of the recognized bodies. 

While this new venture of a college of oral tuition 
providing a complementary correspondence service is 
to be welcomed, the concept of continuous tuit 
over the period of articles is not, however, new. Бог 
some time study courses have been organized by the 
Liverpool Society of Chartered Accountants in ccn- 
junction with the Liverpool College of Commerce. 


Of course, for the success of the project, much depends . 


on the co-operation of practitioners and business 
houses in allowing their trdinees leave of absence tc 
attend the courses of oral tuition. 


UNION OF CHARTERED ACCOUNTANT 
. STUDENTS’ SOCIETIES 


.; Members of chartered accountant students’ societ es 
are reminded that all the students’ societies welcome 
their meetings members of other societies who ere 

y temporarily in their area. 

There is also an arrangement for transfer of member- 
ship without additional fee for members who 
manently change their district. The interchange 
should be carried out through the secretaries of the 
societies concerned. 


. 
* 


Students’ societies hold meetings in the following 
towns: Bedford, Birminghar, Blackpool, Bolton, 
Bournemouth, Bradford, Brighton, Bristol, Cambridge, 
Cardiff, Carlisle, Chester, Cleethorpes, Colchester, 
Coventry, Derby, Doncaster, Eastbourne, Exeter, 
Gloucester, Grimsby, Halifax Hastings, Hereford, 
наь Wycombe, Huddersfield, Hull, Ilford, Ipswich, 

Kettering, Leicester, Lincoln, Liverpool, 
London, Luton, Manchester, Middlesbrough, New- 
castle upon Tyne, Newport I.W., Newport, Mon, 
Northampton, Norwich, Nottingham, rd, Peter- 
borough, Plymouth, Portsmouth, Preston, Reading, 
Salisbury, Scarborough, Scunthorpe, Sheffield, 
Shrewsbury, Southampton, Sou-hend, Stoke-on-Trent, 
Sunderland, Swansea, Taunton, Torquay, Truro, 
Wolverhampton, Worcester anc York. 


THE CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY OF LONDON 


The annual general meeting of The Chartered 
Accountant Students’ Society cf London will be held 
at 5.30 p.m. on Tuesday, October 5th, at the Chartered 
Insurance Hall, 20 Aldermanbvry, London EC2. 

One calendar month's written notice must be given 
of any resolution or nomination to the Committee to 
be considered at the annual general meeting. Any 
notice must reach the Secretery, Mr R. J. Carter, 
B.COM., F.C.A., Finsbury Circus House, Blomfield 
Street, London ECz, by Septenaber 4th. 


THE CHARTERED ACCOUNTANTS’ STUDENTS’ 
. SOCIETY OF KINGSTON UPON HULL 


At the recent annual general mezting of The Chartered 
Accountants’ Students’ Sociezy of Kingston upon 
Hull, the following officers wese elected for 1965-66: 
President: Mr Chas M. Strachan, 0.8.8., F.C.A. 
Chairman: Mr D. С. Pattison, а.С.А. 
Hon. Secretary: Mr J. Spencer, c/o Messrs Саг, 
Burkinshaw* & Ferguson, 2 Parliament Street, Hull. 
Hon. Lecture Secretary: Mr R. A. Atkinson. 


J.G. ;M. ; 
R. Harris; R. E. Smith; M. Joanson; and J. Dickenson. 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs Broaps, PATERSON & Co, announce the 
creation of a Birmingham partnership in association 
with Newron & Co. The partners of Broans, 
PATERSON & Co (Birmingham) will be: resident іп 
Birmingham: Messrs C. J. Mason, вс. W. J. 
NEWTON, F.C.A., and A. M. WHEELER, F.C.A.; resicent 
in London: Messrs A. B. L. MURISON, M.A., F.C.A., 
І. D. Mors, F.c.a., С. І. WIENER, О.В.Е., F.CA., 
J. О. R. DARBY, F.c.a., and B. Е. EMMERSON, F.C.4. 


Messrs CLARIDGE, Turner & Co, Chartered 
Accountants, of Auburn House, 8 Upper Piccadilly, 
Bradford 1, regret to announce that, owing to in- 
different health, Mr A. HAINSWORTH, F.C.A., has been 
compelled to ‘relinquish professional practice and 
accordingly he retired as a partner in the firm on 
May 31st, 1965. The practice will be continued by the 
remaining partners under the same name. 


Messrs Foster Wiaerns & Co, Certified Accountants, 
announce that they have admitted Mr D. J. ANDERSON, 
А.С.А., А.А.С.С.А., into partnership with effect from July 
18t, 1965. The firm will continue to practise in the name 
of Fostsr, Wiccins & Co, Certified Accountants, at 
Oxford and Marlow, and in the name of STRANGWAYES, 
‘Tuomas & Co, at Newport Pagnell and Olney. 


Messrs HUDSON, RIMMER, Совреку & Co, Chartered 
Accountants, announce that their address is row 
Lloyds Bank Chambers, 48 Belle Vue "Terrace, 
Malvern. Тће telephone number remains unchanged. 
They also announce the shortening of the name of 
the firm to Совреку & Co. 


Messrs PAYNE, STONE, Fraser & Co, Chartered 
Accountants, of 17 Bedford Row, London УУСт and 
Messrs CHARLES Вомр & Co, Chartered Accountants, 
of the same address, announce that they аге amal- 
gamating their practices as from August 1st, 1965. T'he 
combined practices will be continued under the neme 
of PAYNE, STONE, Fraser & Co, the partners being 
Messrs Joun Е. BUTLIN, F.C.A4., RONALD A. JOYNEs, 
F.C.A., JOHN J. WRENCH, Е.С.А., CHARLES E. Bowp, 
F.C.A., and Maurice С. P. Mayes, A.C.A. Mr EDWARD 
J. STONE, F.C.A., will remain as a consultant to the 


The partners of Pear, Marwick, MrrcueLL & Co, 
Bahamas, announce the admission to partnership on 
July 1st, 1965, of Mr Corin M. SHORT, A.C.A. 


Messrs Price WATERHOUSE Peat & Co (Middle 
East Firm) announce that, on the retirement of Mr 
I. А. WALKER, Mr LESLIE CLIFTON GULLAN, C.A., has 
Беа admitted as resident partner of the firm i in the 

uaan. 


MESSRS THORNTON BAKER & Co, Chartered Account- 
ants, of 8 West Walk, Princess Road, Leicester, and 
Messrs P. T. Muccison & Co, Chartered Accountants, 
of 33 Friar Lane, Leicester, jointly announce a fusion 
of their interests with effect from July 1st, 1965. 

Messrs ARTHUR YouNG & СОМРАМУ, announce the 
creation of a Birmingham partnership in association 
with NEwTON & Co. The partners of ARTHUR YOUNG 
& СОМРАМУ (Birmingham) will be: resident in Birming- 


a 
ham, Messrs C. J. Mason, ¥.c.a., W. J. NEWTON, #.¢.4., 
and A. M. WHEELER, F.C.A.; resident in London, Messrs 
А. B. L. MURISON, M.A., R.C.A., L. D. MORS, Р.С.А., 
С. L. WIENER, O.B.E., F.C.A., J. О. R. DARBY, Е.С.А,, 
and B. F. EMMERSON, F.C.A. 


Appointments 


The Rt Hon. Viscount De L’Isle, v.c., P.C., 
G.C.M.G., G.C.V.O., F.C.A., has rejoined the board of 
Phoenix Assurance Co Ltd. * 


Mr Hector Hanford, M.A., F.C.A., finance director of 
Huntley & Palmers Ltd, has been appointed company 
secretary of The Associated Biscuit Manufacturers 
Ltd. 

Mr McDonald Smith, А.А.С.С.А., has been appointed 
secretary and chief accountant of Barbados Rediffusio 
Service Ltd, with effect from August Ist. . е. 


Mr К. C. McPherson, F.C.A., has been appointed to 
the board of the United Africa Co Ltd. 


Mr Henry Newman, F.c.a., as been appointed a 
director of Morris, Wigram & Co Ltd. 


Mr Eric Potter, А.А.С.С.А., chief accountant of 
Pirelli Ltd, has been appointed to the board of the 
company. 

Mr S. R. Sibley, А.А.С.С.А., has been appointed 
chief accountant of Carless, Capel & Leonard Ltd. 


Mr P. С. Walker, ¥.c.a., has been elected an 
additional director of Hoveringham Gravels Ltd. 


Mr P. Westmore, F.C.&, has been appointed 
comptroller of Procter & Gamble Ltd with res- 
ponsibility to the financial director, Mr Н. Kirton;-. 
F.C.A., formerly comptroller and financial director. The 
following appointments are announced: Mr D. D. 
Taylor, C.A., as head of general accounting; Mr L. І. 
"Wilkinson, B.A.(ECON.), A.C.A., as head of case goods 
financial forecasting; Mr C. R. Williams, A.C.A., as 
head of industrial and corporate financial forecasting. 


Retiral 


Mr R. M. Richmond, F.c.a., secretary of the Mercantile 
2nd General Reinsurance Company since 1948, and 
previously assistant secretary from 1930, has retired 
on pension with effect from June 3oth, 1965. 


REPORT ON COMPANIES FOR 1964 


"The Companies General Annual Report for 1964 (pub- 
lished on Monday’) shows that the registrations of new 
companies in Great Britain at 48,315 was the highest 
in any year since records were started more than a 
hundred years ago; the number in 1963 was 42,173. | 7 
‘Nearly all the registrations were of private companies _ 

During the year, 11,815 companies were dissolved | 
or struck off the registers, and winding-up proceedings 
were begun in 5,472 cases of which 738 were compul- 
sory liquidations. 

The report includes information about some of the 


1 H.M.S.O. Price 35 64. (by post price 3s 9d). 
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responsibilities of the Board of Trade under the Com- 
panies Acts and under which over forty thousand 
suggested names for companiés were rejected, mostly on: 

ground of their being too like existing names. There- 
also a section on Board of Trade prosecutions under 

e Act which shows that in 1964 there were 1,041 
prosecutions for failure to file annual returns, together 
with a list of companies treated for the purposes of the 
Eighth Schedule to the Act as banking or discount 
companies. 

The Companies Registration Offices received the 
impressive total of 1,150,000 documents for filing 
during the year; and there were nearly 850,000 public 
inspections of company files - more than double the 
number inspected in 195. 


BANKRUPTCIES IN 1964 
The annual general report of the Board of Trade for 
1964 on matters within the Bankruptcy and Deeds of 
Arrangement Acts, issued last Monday’, shows that 
wn 1964 there were ‘administered i in England and Wales 
“з; 359 receiving orders and administration orders = a 
decrease of 609 compared with 1963. 

The principal groups of trades and бссрановв 
affected were builders, grocery and provision retailers, 
directors and promoters of companies, farmers, road 
haulage contractors, painters and decorators, hotel 
keepers and publicans, restaurant and «snack bar 
proprietors, vegetable and fruit retailers, motor 
vehicle and cycle retailers, hardware and electrical 
retailers, and clothing and drapery retailers. These 
twelve groups accounted for 1,452 failures. 

The number of estates in which official and non- 
official trustees were released in 1964 totalled 4,163 
compared with 2 ,398 in 1963 and 1,993 in 1962. 
Details are given in the report of the final financial 
,Jesults of their administration. 

'The report also contains details of the result of 809 
е: applications for discharge dealt with during 
the year (668 in 1963); of the 158 prosecutions con- 
cluded in respect of bankruptcy and other offences 
reported by the Official Recéivers (135 in 1963); of the 
214 deeds of arrangement registered in 1964 (235 in 
1963) and of the 233 deeds of arrangement in respect 
of which final accounts were rendered (261 in 1963). 


PENSIONS AND NATIONAL INSURANCE 
Annual Report for 1964 


New developments in the further use of computers for 
the payment of national insurance benefits are fore- 
shadowed in the annual report for 1964* of the Ministry 
of Pensions and National Insurance. 

A special chapter dealing with mechanization says 
that next year the Ministry, which has for some time 
had two computer installations at Newcastle handling 

aduated contribution records, pay and statistics, 

wproposes to install a computer at Reading for cal- 
culating and paying sickness, injury and unemploy- 
ment benefits. This computer will serve initially 
‘about twenty-five local offices in Central London and, 





1 Bankruptcy General Annual Report for the Year 1964. 
H.M.S.O. Price 4s net (by post 42 54). 
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later, local officés in the south and south-east of the 
country. Telegraph circuits from the local offices will 
feed information straight into the fully automatic 
central computer system which, in turn, will process 
the information and print postal drafts in payment of 
benefit for dispatch by post to the claimant. The 
computer, when fully loaded, is expected to hold 
records of about 24 million insured persons and 
to produce, about fifty thousand postal drafts each 
day. . 
. The report shows that on average the number of 
national insurance benefits and allowances, together 
with family allowances and war pensions, being paid 
each week totals 12$ million, including over 6 million 
retirement pensions. 

The cost of the last increases in national insurance 
and industrial injury benefits, including £187 million 
for retirement pensions and the increase in the widows’ 
basic pension to £1 105, is expected to be £285 million 
in 1965-66, the first full year. The increases in war 
pensions are expected to cost £15 million in that 
year. At the end of 1964, the cost of all payments 
being made by the Ministry was at the rate of £1,720 
million a year. 

'The average number of persons for whom national 
insurance contributioris were payable during 1963 was 
over 243 million, of whom over 164 million were men. 
Over 23 million were employed persons; nearly r$ 
million self-employed and over $i million non- 
employed. The flat-rate contributions of employers 
and employees together totalled £876 million. 

About 13 million employees also paid graduated 
contributions in the year ended March 3186, 1964; 


the graduated contributions of employers and eni: 
ployees together totalled £222 million. The number of 


people contracted-out of the graduated part of the 
schemé at Match gist, 1964, was 44 million. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
Finance Act Booklets 


Two booklets on the corporation tax and the capital 
gains tax are to be published by The Institute of 
Chartered Accountants in England and Wales in 
early August soon after the Finance Bill becomes 
law. The purpose of the booklets, which will assume- 
a background knowledge of taxation, is to help mem-' 
bers and others concerned with tax matters to grasp 
the main principles and effects of the new legislation 
from the start. 
'The booklets will be available to the general. public, 

price ros each. 


f. 


ASSOCIATION'S FINANCE ACT BOOKLETS 


'The Association of Certified and Corporate Accountants 
will be publishing, early in September, three booklets 
on the capital gains tax, corporation tax and the 
corporation tax provisions relating to close companies. 

In addition, fhe Council of the Association will be 
holding а week-end conference in London on the 
provisions of the Finance (No. 2) Act, 1965, towards 
the end of September. | 

Further details about the booklets and the con- 
ference will be given later. 


92 


PRESIDENT OF AMERICAN INSTITUTE 
VISITS LONDON 


Mr Thomas D. Flynn, c.p.a., President of the 
American Institute of Certified Public Accountants, 
visited London last week and in the course of a few 
days’ stay — the visit was primarily a private one — 
addressed a meeting of members of the American 
Chamber of Commerce in London on ‘Responsibi ity 
for reporting’, In his address he commented on the 
legitimate desire of the 20 million shareholders in 
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the United States for greater comparability in financial | 


reports in order to facilitate investment decision. 

On Friday of last week, Mr Flynn was the guest at 
a small luncheon party given at the Dorchester Hotel 
by the President of The Institute of Chartered 
Accountants in England and Wales. Before returning 
to New York, where he is a partner in Arthur Young 
& Company, Mr Flynn was entertained to dinner by 
the London partners of his firm. 


CERTIFIED ACCOUNTANT 
STUDENTS' WEEK-END SCHOOL 


Following the successful students’ week-end sckool 
held last March, a second school has been arranged at 
New College, Oxford, from Friday to Sunday, Septem- 
ber 3rd—sth. 

АН four sections of the Association's examinations 
are covered by a series of five lectures and ttree 
participation sessions for each section. The technical 
programme is under the personal supervision of Mr 
D. R. Dawes, Р.А.С.С.А., and Mr C. Н, Watson, 
F.A.C.C.A., and other members of the Bromley centre, 
assisted by certified accountants from other walke of 
life and outside lecturers. 

The charge per student to cover all meals, accom- 
modation and attendance at lectures and to take part 
in the participation sessions is seven guineas. Students 
who wish to register for this week-end school should 
apply to Mr R. T. Bell, 22 Bedford Square, London 

Ст. f d 


INTERNATIONAL FISCAL ASSOCIATION 
Nineteenth Congress іп London 


The nineteenth congress of the International Fiscal 
Association is this year being held in London from 
September 13th to 17th — as announced in The 
Accountant of April 3rd — and the venue will be Church 
House, Westminster. This is the first occasion that 
the Association has held its congress in the Un-ted 
Kingdom. 

'The subjects for discussion at the business sessions - 
at which there will be simultaneous translation in 
English, French and German — will be “The inter- 
pretation of tax laws with special reference to form 
and substance’ and ‘Advance rulings by the tax 
authorities at the request of a taxpayer’. There will also 
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be an address by Mr J. R. Willis, с.в., C.M.G., deputy 
chairman of the Board of Inland Revenue, and a 
seminar on British taxation. 

The social programme will include a banquet in 
Guildhall, receptions given by H.M. ‘Treasury and the" 
Editor of Taxation, and a concert in The Royal 
Festival Hall; there will also be a choice of five ex- 
zuraions to places of scenic or historical interest. In 
addition, an interesting programme for the ladies has 
been arranged. 


CHARTERED ACCOUNTANTS' HOCKEY 
CLUB 


Purley Hockey Club beat thg Chartered Accountants 
by 3 goals to 2 in an evenly-matched game played at 
Purley on June 24th. 

Purley scored early in the first half but by half-time 
the Chartered Accountants were leading 2—1. Jim 
"TIhrelfall scored from а short corner and Freddie 
Stirling produced a powerful shot to score after a fine 
save by the Purley goalkeeper. : 

From the second half bully-off, Purley attacked 
down the middle and John Glover in goal was beaten 
‘by a hard shot. The deciding goal came from a move- 
zment on the right wing followed by a quick switch of 
direction to give the Purley centre-forward sufficient 
‘time to steady the ball and score with a well-placed 
ahot into the corner of the net. 

The Chartered Accountants were represented by: 
J. M. Glover, К. Isaac, R. Trotman, B. B. Rees, 
С. Davis, В. Mayes, A. P. Stirling, С. Robson, К. 
Beard, J. M. 'Threlfell, S. Potnis. Umpire: M. І. 
Рескег 


Ап interested spectator at the match, who was 
hoping for a win for the Accountants, was Mr Deamond 
Craig, the founder of the d Accountants’ 
Hockey Club. Mr Craig now lives in Rhodesia and із 
in England on holiday. 


è ANNOTATED TAX CASES 


"Part 7 of Volume XLIII of the Annotated Tax Cases, 


edited by Mr Peter Rees, of the Inner Temple, 
Barrister-at-law, is now published and contains 
reports, with notes on the judgments, of the following 
cases: Автагртау Associated Lid v. Woods (Ch.D.); 
Pyne v. Stallard-Penoyre’s Executor (Ch.D.); CLLR. v. 
Lyles Trustee (Public Trustee) (C.A.); C.I.R. v. Ralli 
Brothers Ltd (C.A.); Dawes’s Executrix 9. Wallington 
General Commissioners and C.I.R. (Ch.D.); Im re 
Мета (С.А.); In re Phuler’s Will Trusts (Ch.D.); 
Central and District Properties Ltd о. С.І.К. (Ch.D.); 
Harrison v. Willis and Willis Executors (Ch.D.); 
Bourne v. Auto School of Motoring (Norwich) Ltd, 
Coghlin v. Tobin, Frazer v. Trebilcock (Ch.D.). 

'The annual subscription is 50s post free and the 
publishers are Gee & Co (Publishers) Ltd, 151 Strand, 
London МС2. 
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Practice Administration 


HE third and fourth booklets in the series dealing with 

various aspects of practice administraion, currently being 

published by The Institute of Chartzred Accountants in 
England and Wales, made their welcome appearance this week. 
No. 3 is enti-led Provision for Retirement and is written by Mr 
Joun E. TALBOT, F.C.4., and No. 4 is The Constitutional Arrange- 
ments of an Accountant’s Practice, by Mr С. С. TAYLOR, F.C.A. 
Copies of each are available to members cf the Institute and 
others for 5s post free. 

It is pleasing to record that the high standard set by Mr E. 

KENNETH WRIGHT, M.C., F.C.A., in The Develoement of an Account- 
ing Practice, and Mr С. К. APPLEYARD, Е С.А., in Professional 
Practice Insurance, has been sustained by the two new-comers to 
the symposium. Their subjects are subtly related; first, because 
there can be fw situations more satisfying to a practising account- 
ant than to be a member of a happily constituted partnership and, 
secondly, because there can be few circumstances more conducive 
to such a partnership than the knowledge that adequate provision 
is being made for its members when they corme to retire. 
_ Although Mr TAYLOR’s contribution to the series is concerned 
almost wholly with arrangements applicable to partnerships, he 
begins with a few words of warning to the sele practitioner. The 
individual wh» practises on his own must evicently be careful that 
he does not unwittingly acquire a partner through, in certain 
circumstances, remunerating an employee by means of a profit- 
sharing scheme; borrowing money at variakle rates of interest; 
and allowing 2mployees to sign documents. Sole practitioners, as 
well as partnerships, are bound by the Registration of Business 
Names Act cf 1916 and any departure frcm using their own 
names, even by the addition of the words ‘& Co’, must be 
registered. 

On partnerships, Mr TAYLOR first conside-s the matters com- 


` monly dealt with in a partnership agreement and the variations 


which exist on the general theme of partnersLip. In particular, he 
throws much light on ‘associations’ between two or more firms, 
examples of waich are announced almost жееку in our Professional 
Notices column. The face of these arrangements may assume many 
forms. Smaller firms may thoroughly scramble themselves and 
still remain within the limits of twenty partners as imposed by 
section 434 of the Companies Act. Larger firms, the sum of whose 
partners exceed that apparently magical num»er, must outwardly 
retain their respective identities and appear fcr the present as — to 
continue the scrambling metaphor – two pozched eggs on toast. 
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The reasons for such mergers are many. The 
purpose may be to give clients a wider range of 
specialist advice or to provide the existing servizes 
over a wider geographical area. Again, the move 
may be to consolidate against possible erosion of 
the practice through severe competition or to 
effect economies in costs or both. Whatever che 
reasons, however, the trend is becoming more 
marked and, while there should always be a place 
in the community for the small practice, especizlly 
in country districts, large firms concentrated in 
cities and heavily industrialized areas will 
probably continue to expand at the expense of, or 
by amalgamation with, the smaller fry. Mr 
TAYLOR explains very lucidly the motives and 
mechanics of this transitional phase іп che 
profession’s evolution. 

He also reviews with equal clarity such financial 
aspects of partnership as the shares of capital to 
be contributed, how drawings should be regulazed 
and profits shared, and goodwill — questions 
sometimes complicated by the status of certain 
partners who may be designated as sleeping, 
salaried and specialist. This leads Mr TAYLOR 
naturally to problems at the opposite poles of 
partnership — retirement and the assumption of 
new partners. Without trespassing on Mr 
'làaLBOT's preserves, he has some interesting 
observations to make on the circumstances of 
retirement and, on the selection of new partners, 
he recommends that suitability, having regard to 
the firm's particular needs, should be decided by 
consideration of the candidate's ability, tempera- 
ment and acceptability — the last being to existing 
partners as well as to clients. Mr TAYLOR 
concludes by stating that a partnership must have 
an underlying unity and that the spirit of the 
agreement is even more important than the 
letter. 

Mr TaLBoT's booklet on Provision for Retre- 
ment besides being useful to practitioners them- 
selves in arranging their own affairs, will be 
equally valuable in advising clients who may be 
either engaged on their own account in otaer 
professions and occupations or who are control- 
ling directors. 

А large part of the booklet is devoted to a 
discussion of the ways in which an income in old 
age or for a widow may be secured through 
annuity contracts and endowment assurances. 
There is a lucid explanation of retirement annuity 
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rontracts which enjoy the advantages, and are 
subject to the restrictions, of sections 22 and 23 
of the Finance Act, 1956, including a summary . 
and evaluation of the special schemes arranged 
by the Institute for its members. 

The author also discusses the alternative, or 
supplementary, course of effecting an endowment 
assurance, the proceeds of which at maturity may 
be used to purchase an immediate annuity which 
is taxed as unearned income, but only on the 
notional interest content of each payment. А 
comparison, illustrated by examples, is made 
between these alternatives. But a word of warning 
is necessary here. Mr 'ГАгвот had to limit the 
rases he considered for the purpose of his 
examples and to adopt certain simple assumptions 
as to the circumstances of the individuals faced 
with a need to make a decision. Accordingly, 
no-one should be misled into drawing too 
Sweeping conclusions from the examples. "There 
are situations where, with the expectation of 
other income in retirement – whether earned or 
unearned – the financial comparison is far less 
unfavourable to the endowment assurance than 
in those listed in the booklet; it may even be 
favourable. 

А factor of general significance which Mr 
‘TALBOT ignores is the National Insurance retire- 
tment pension which, if the present relationships 
are projected into the future, is likely to absorb™ 
a large part, if not the whole, of the personal 
allowance so as to make additional provision for 
retirement subject, when received, to significantly 
higher rates of tax. 

Anyone using the booklet should therefore, we 
suggest, regard the examples merely as indicating 
a method of analysis; and in applying the method, 
should make the most reasonable assumptions 
he can.as to likely income in retirement, whether 
from directors’ fees, investments, or from pay- 
ments under partnership arrangements discussed 
in the very interesting chapter which comprises 
most of the rest of the booklet. 

Reference 18 made in the foreword of the book- 
let to provisions in the Finance Bill which bear on 
the subject of partnership arrangements for' ^ 
retirement. Previous anxieties on this score have, 
no doubt, been largely dispelled by amendments 
recently made. The chapter on such arrange- 
ments deserves especially careful study as subtle 
legal points are involved. 
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EFORE he can effectively help with hs 
B» homework, a father must not only 
know the subject in question but must #189 
be able to appreciate and resolve the difficulties 
which the child is encountering. Basically -hs 
' game situation obtains in the case of an account- 
ant called upon to assist a client in problems cf 
management. Ín his role of adviser he must act 
only be technically competent in his own right: 
he must also see to it that his client understamds 
the means and methods used to keep him on ће 
Straight and narrow path of profitability. 

What these means and methods are and bow 
they may be related both to the compary's 
resources and to the competition it faces in the 
markets in which it trades were considered in aa 
address given by Mr J. К. STEWARD, C.A., at ће 
Summer Course of The Institute of Chartered 
Accountants in England and Wales at Oxford Zast 
week-end. 'The first part of his paper is reprc- 
duced in this issue and the remainder will appear 
next week. 

Mr SrEwARD's introduction is smire: The 
importance. of his subject, he points out, m 

ighlighted by the present pressure on żhe 
domestic economy апі by the fact that the per 
formance of British industry has been falling 82 
far below that of the highest internationzl 
standards that the country's share of the worki's 
trade has been declining for many years new. 
Unless something radical is done to arrest this 
trend, the standard of living which we at presert 
enjoy must inevitably suffer. . 

One remedy is to make the best use of ihe 


finances, technical skill, materials and manpower 


available by investing in projects most likely to 
succeed. Mr SrEWARD classifies- outlets fcr 
investment as — those of modernization to improve 
the present competitive position; those cf 
x increasing capacity to meet additional demand far 
the present products in existing markets; those 
of increasing capacity to develop new rüarbets 
for existing products; апа those of introducnz 
new products involving new · manufacturinz 
processes. The basic factors to be taken iato 
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account in appraising the situation are the 
objectives of the project; commercial considera- 
tions (such as detailed estimates of sales over the 
proposed term, price trencs and the impact of 
competition); technical questions (such as the 
timing of the installation o? plant and, also, the 
incidence of its deployment); and finally, fore- 
casts of financial profitability. 


. It is with this last factor that Mr STEWARD is 
principally concerned in his paper and he gives 
five cases to illustrate how variations in sales 
growth, capacity and selling prices may affect 
results, He then explains three different tech- 
niques for measuring true profitability in terms 
which ‘overcome the limitations inherent in the 
use of a one-year basis and average yield calcula- 
tions’. These are the pay-back method, the . 
-present worth method and the discounted cash 
flow method which operates. on the principle 
‘that £1 one year hence is worth less than {1 
today’. In each of his. five cases (which, inci- 
‘dentally, are elaborated in a series of appendices) 
he arrives at a profit position before taxation, the 
impact of which is considered separately as 
its incidence may vary wizh the nature of the 
project and the amount cf aE investment 
‘required. 

In summarizing how accountants both as 
individuals and as a profession can best ensure 
that the means of.scientific profit assessment are 
being continually improved, Mr Stewarp thinks 
that one essential is a better understanding of 
mathematics on which the most up-to-date 
techniques of measuremert are mainly based. 
Another is the insistence that financial accounts 
adequately reflect the outcome of investment 
decisions which have been, implemented, parti- 
cularly in the treatment of depreciation and 
taxation reliefs, Ending his finely-reasoned paper, 
as he begins it, with some comments on the 
present economic situation, Mr STEWARD de- 
plores the uficertainty which pending: “changes in 
the taxation structure are causing at a time when 
the modernization and expansion of industry is 
во necessary to the country’s prosperity. 
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CAPITAL GAINS TAX 


HE Government being dedicated to the 

proposition that industry ought to mod- 

ernize, the authors of the Finance Bill 
introduced into it, by what is now clause 33, a 
system of reliefs from capital gains tax in 
favour of disposals of business assets which are 
replaced. The clause speaks of assets used, 
and used only, for the purposes of a single 
trade -throughout the period of ownership. 
However, sub-clause (10) applies the clause ‘with 
the necessary modifications’ to: 

(a) the discharge of the functions of a public 

, authority; 

(b) the occupation of woodlands where the 
occupier manages them on a commercial 
basis with a view to the realization of profits; 
and | 

(с) (i) a profession; 

(ii) а vocation; 

(iii) an office; and 

(iv) an employment; 
these expressions having the same meanings as in 
the Income Tax Acts. Applying ‘the necessary 
modifications’ to such a heterogeneous collection 
of activities will involve some head scratching. 
Although in general the old and the new assets 
must be used in the same trade, sub-clause (9) 
makes an extension in favour of a person who 
carries on two trades, or moves from one trade 
to another in a different locality, provided that 
the two trades are concerned with goods or 
services of the same kind. This extension raises 
some difficult points when one applies it with the 
so-called necessary modifications to professions 


and employments. Farmers are in effect specially — 


favoured here in that all farming carried on by 
the same person is treated as one single trade. 
Offices and employments were brought in at a late 
stage after it had been pointed out to the Govern- 
· ment that there. were thousands of insurance 
agents ‘collecting premiums from door to door 
who were able to sell their ‘book’ onedeparture to 
another district, and who would presumably have 
to pay capital gains tax on Part of the proceeds if 
something were not done. It may. be ibat this 
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extension to two so-called ‘trades’ has really been 
introduced for the benefit of these people. 
Otherwise, employment with one employer is not 
the same employment as with another employer. 
Certainly it was for the sake of these insurance 
agents that the classes of.assets. which qualify 
under the clause were extended to include ‘good- 
wil. At first the Government resisted the 
faclusion of goodwill, on the ground that the 
abject of the clause was to encourage develop- 
ment of tangible assets, and goodwill had no part. 
in this. However, the interests of some insurance 
zgents have resulted in a complete recasting of the 
relief. | 
Ап asset disposed of must be replaced bv an 
easet in the same ‘class’ and the classes are as 
follows: 
Class (1). Assets within the heads A. and B. 
A. Except where the trade is dealing i in or 
developing land, or providing services for 
occupiers of land in which the trader has 
an estate or interest: 

(a) any building or part of a building and 
any permanent or semi-permanent ~. 
structure in the nature of a building 
occupied (as well as used) only for the 
purposes of the trade, and 

(b) any land occupied (as well as used) 
only for the purposes of the trade. 

B. Fixed plant or machinery which does not 
form part of a building or of a permanent 

„ог semi-permanent structure in the nature 

of a building. 

Class 2. Ships. 

Class 3. Aircraft. 

Class 4. Goodwill. 
Criginally A. and B. of Class 1 were separate 
classes, but the Government agreed to give the 
relief where buildings and land are replaced by 
fixed Plant and machinery and vice versa. 

There is no relief unless the new assets are 
sequired for the purpose of their use in the trade, 
end not (wholly or partly) for the purpose of 
realizing a gain from the subsequent disposal of 
the’ new ,agsets (clause 33 (5)). How this purely 
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subjective test is to be applied is for speculation. 
It is contemplated that disposal of the old and 
acquisition of the new will normally be simu- 
= (апеочз. However, clause 33 (3) permits a 
twelve-month time lag on either side, which tke 
Inland Revenue can extend at discretion, as where 
for instance the negotiations for a new property 
are held up through no fault of the acquirer. This 
if the new asset is acquired within twelve mortks 
after, or before, the disposal of the old, clause 
33 (3) will be satisfied. An unconditional cont-act 
for the acquisition of the new assets will count as 
actual acquisition. However, an unconditional 
contract for disposal does not apparently amount 
to a disposal. Notwithstanding that an un- 
conditional contract may never be carried out, tke 
relief may be given on a provisional basis, pencirg 
completion of the contract. If the contract goes off 
‘then the liability is adjusted ‘as’ necessary. 

Relief under clause 33 is given only if it is 
claimed. If the claimant shows that the considera- 
tion for the disposal has been applied in acquiring 
new assets in the same class which are taken into 
. use and used only for the purposes of the trace 
(in-the extended sense) then he is treated for tke 
purposes of the capital gains tax provisions: 

(a) as if the consideration for the disposal of tke 

old assets were of such less amount or velte 
; as to secure that there is neither a gain nor 
ы a loss; and 
(b) as if the amount or value of the considerz- 
tion for the new assets were reduced by tke 
excess of the actual consideration for tke 
disposal over the amount taken in (a). 

It follows that there is not so much an exemp- 
tion as a deferment of the liability, since tke 
computation of the gain on the eventual disposal 
of the new assets will be artificially inflated by tke 
amount allowed under clause 33. The relie? 8 
known as ‘rolling up’ in America. In the case of 
capital gains tax the claim may produce other 
advantage beside deferment. It will be reca led 
that clause 21 in the original Finance Bal 
allowed a taxpayer to take two-thirds of hs 
chargeable gain and compute tax on the footing 

4 that it was ordinary income. This ‘relief “wes 
extended at the Report’ Stage. If the gain does not 
exceed £ 5,000 ‘he can take one-half of it and pay 
capital gains tax on the footing that it is income. 
Where the gain exceeds {£5,000 he can pay tax” Ф 
£2,500 plus one-half of the excess ovér 5,с0 
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A man who changed assets in mid-career when 
his income was high woulc welcome the oppor- 
tunity to defer the capital gain until just after his 
retirement when his income was low, and the 
clause 21 relief was of real value. 

Clause 33 (1) makes it dear that the artificial 
amounts of consideration to be adopted in the case 
of the claimant do not operate on the other parties 
to the disposal and the acquisition. The sub- 
clause applies only if all the consideration for the 
old assets is applied on the new. However, clause 
31 (2) provides for limited relief where part of the 
consideration i is applied to the acquisition of the 
new assets. 

If the part of the consideration not so applied 
is less than the amount of the gain (whether a 
chargeable gain or not), the taxpayer may claim 
to be treated for-capital gains tax purposes as if 

(a) the gain were reduced to the amount of that 

part; and 

(b) the consideration ‘for the new assets were 

reduced by (2). 
Where not all the gain is a chargeable gain, there 
is to be a proportionate reduction of the charge- 
able gain under (a). 

The two sub-clauses speak glibly of the con- 
sideration received for particular assets, but of 
course in practice this is not an casy thing to find 
out, particularly where the trade is'completely 
disposed of for an omnibus figure. Clause 33 (12) 
provides for apportionment ‘in such manner as is 
just and reasonable’, one 2f the phrases which 
give rise to so much dispute. It seems that if the 
contract of disposal of a business meticulously 
puts a price label on each separate asset, the 
Revenue will in the ordinary course be bound by 
it; just and reasonable or nt. 

There are other provisioas for apportionment. 
The clause contemplates tkat all of the old asset 
will have been in continueus use for the trade 
throughout the period of the claimant's owner- | 
ship. However, it is commen for part only of a 
building to be so used. Where this part non-user 
extends over a substantial part (or the whole) of 
the taxpayer’s ownership there is to be appor- 
tionment. Where there is land occupied for а use 
ancillary to the trade part cf the building, it is to 
be grouped ‘with the trade asset. It follows that 
the consideration received is to be apportioned 
on thé just and reasonable basis laid down by 
‘dause 33 (12) ^ 7 77 "(To be continued.) 
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‘Factors which determine Economic Growth 


CONTRIBUTED 


HE basic question in regard to industrial 

growth in Britain today is — What are 

the economic factors which affect such 
growth, and in what proportions should they be 
combined in order to provide the maximum 
growth in the long term? 

The current planning activities of the Depart- 
ment of Economic Affairs are based upon an 
assumption of a reasonably possible and reason- 
ably satisfactory rate of growth. Within the 
framework of these assumptions, industries are 
being asked to do their own planning up to the 
year 1970. Within its limits this is no doubt a 
very useful effort. For one thing, industry is 
being encouraged to plan ма an atmosphere 
of confidence and growth. The aggregated 
results of this planning will indicate if bottle- 
necks are likely to arise; if so, steps can be taken 
to avoid them. But one cannct help feeling that 
this planning effort would be more useful if 
information were available about the factcrs 
which affect economic growth. 

Not very much work has been done in Britain 
on this subject. For one thing, there is insufficient 
statistical information to allow for any large- 
scale regression analysis to be made which would 
ascribe the appropriate share cf economic growth 
to the factors responsible for it. Some studies 
have been made on the relationship between 
industrial growth and capital investment. These 
have shown that investment is not, perhaps, the 
powerful output generator thatit was once thought 
to be. Moreover, the marginal return on invest- 
ment appears to be declining; the same incre- 
‘ments of investment are yielding lower and lower 
returns. 


Capital Investment and Growth 


If a study is made of the relationship between 
the economic growth of the Organization for 
Economic Co-operation and Development coun- 
tries 1955 to 1963 and the proportion of grcss 
national product (G.N.P.) devoted to investment 
over this period, no clear pattern emerges — 
economic growth does not seem-to be very 
closely associated with capital investment. 

The importance of the management function 
is often stressed — and quite rightly so. But 
' management is a very complex function and 


£ 


епу proved mathematical association between 
management and growth would not be very 
Lelpful for policy purposes. It is true that 
Britain appears to be very wasteful of industrial 
глапроже-. Indeed, the O.E.C.D. Statistical 
Bulletin for January last suggests that manu- 
facturing output per head in U.S.A. is about 
three times that of the United Kingdom, whilst 
in the industrial European countries, it is about 
спе and a half times. Hoarding labour can be 
regarded as much a failure in national policy as · 
in industrial management. The ascribing of: 

growth to management as such is, in mathematical 
terms, anyway, a non-starter. But this is not 
necessarily so when some of the aspects of 
management are considered — e.g. expenditure 
in research and development or on capital assets. 


Experience in U.S.A. 


For a reesonably complete regression analysis 
of economic growth we must turn to an inves- 
fgation carried on in the United States. The 
remainder of this article is devoted to a discussion 
of this aralysis and an interpretation of British 
experience in the light of this analysis. 

The United States has not been one of the fast-^" 
est growing countries since the war. But the reason 
for this is more likely to be found in the advanced 
etate of economic development which has already 
been achisved, than to any faulty combination of 
factors afecting growth. Once the state of real 
effuence has been reached, the will to sacrifice 
immediate satisfaction for larger gains in the 
future is somewhat blunted. Nevertheless, the 
findings of this United States study are well worth 
zn examination by all those who are trying to 
step up tae rate of economic growth in Britain. 

The study in question appears in a book 
published by Professor Edward Denison of the 
Brookings Institute in Washington some three 
tears ago — The Sources of Economic Growth in 
the Untted States. In it, he studies the effect on 
economic growth of capital investment, self- 
generated growth arising from increased internal | 
demand and the economies of scale, research and 
development effort and expenditure, and educa- 
tion and training. In addition, he assesses the 
megative effect on growth of shorter working 
hours anc longer holidays. There remains a small 
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unallocated positive element. In his assessment 5f 
the contribution of these factors to economic 
growth, Professor Denison makes the assumpti«n 


= that this is measured by the rewards received эу 


A 


7 


3 


each factor. In other words, each factor ОЁ 
production and each unit of each factor receiv-d 
the equivalent of its marginal net product. Ths 
the contribution of capital investment із deem-d 
to be equal to the return obtained on ths 
investment. 
The returi on education and training, 38 

measured by the incomes of the people who have 
received the particular type of education, is 


regarded as the contribution to growth made Ey. 


education. University-trained personnelin general 
receive higher incomes than non-universty 
trained people. The contribution of universiy 
ducation to growth is therefore regarded as beirg 
greater than other forms. Prima facie, this doss 
not appear to be an unreasonable assumption. 


Professor Denison's Findings 

Acting on this assumption, Professor Denise n 
applied these relationships to the growth n 
output per head in the U.S.A., which he four d 
to average 1:6 per cent per annum between 1929 
and 1957. A little less than xo per cent of tHs 
he ascribes to capital investment per head; -7 
per cent, he considers, is due to the economies 5f 
scale derived from the growth in population ar.d 
in the wealth of this population and in tae 
consequent increased scale of demand. Just over 
one-third — 35 per cent to be precise — is deem-d 
to be the contribution made by research and 
development. Somewhat surprisingly, the Pr5- 
fessor considers that education and training axe 
together the most potent factors in promotiug 
growth. No less than 40 per cent of the growth in 
the period covered is said to be due to educaticn. 
A small negative contribution came from the 
combined effect of a shorter working week aad 
longer holidays. This was matched by a small 
unallocated positive contribution. 

If these factors are accepted as valid in Britam, 
then there is a clear duty on the part of Britsh 
planners to concentrate their efforts on extendiag 
and improving the country’s educational system, 
in fostering the right kind of research aad 
development, taking such measures as could lead 
to increases. in the economies of scale — re. 
closer relations with the Common Market ала 
other trading organizations, and looking very 
closely at proposals for drastic increases in pzid 
holidays and in large reductions in the working 
week. The extent and efficiency of the efforts 30 
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far put into these factors can, perhaps, best be 
tested in relation to what is happening in the 
major industrial countries -п the world. . 


Educat-on 


If the proportion of G.N.>. spent on education 
is taken as a criterion, then Britain comes out 
quite well in international comparisons. In the 
fiscal year 1963-64 nearly 5 per cent of G.N.P. 
was spent by public authorities on education, 
nearly the. same proportion as in U.S.A. and 
somewhat below that of The Netherlands but 
in excess of other О.Е.С.Г. countries. 

But, of course, money. spent on education can 
be used in a very large number of ways, not all 
of which are equally growth-promoting. Britain 
is exceptional in a number of ways. In the first 
place, maintenance grants payable to students at 
collegesanduniversitiesare exceptionally genetous. 
It is the practice in U.S.A. for students to earn 
their college fees and liring costs by taking 
jobs in the vacation and supplementing these 
earnings from family income and family saving. 

Then, again, the university student/staff ratio 
in Britain is shown by Фе Robbins Report to 
be the most favourable in tae world. In 1960 this 
was about eight students for each member 
of the staff, compared wita fourteen in U.S.A., 
thirty in France and thi-ty-five in Germany. 
The quality of instruction received cannot 
easily be measured statistically but one is bound 
to conclude from these fgures that Britain is 
paying very dearly for university education. 

There is another impcrtant feature of the 
British educational system which distinguishes 
it from that of other countries. In the enrolment 
ratio for the age group 5—14 Britain is at the top 
of the table, with roo per cent enrolment. U.S.A. 
has go per cent and U.S.S.R. no more than 7o 
per cent. In the age group 15-19, i.e. higher 
secondary education, less than 20 per cent of the 
group are following full-time education compared 
with 50-60 per cent in U.S.A. and U.S.S.R. 
and around 30 per cert in most European 
countries. In the universizy and equivalent age 
group Britain, with less than 5 per cent of the 
population of this group in full-time education, 
is very low in the table. 

The very large universities from the standpoint 
of numbers of students — which are a feature on 
the Continent and in U.S.A. — are not to be found 
in Britain. Moreover, arts courses have a greater 
relative attraction in Brita.n and of the students 
who take science and technology, a greater 
proportion opt for sciertific, as opposed 10, 
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technological, studies than in any other O.E.C.D. 
country. 


Research and б Ы 

If research and development expenditure as a 
percentage of G.N.P. is used as an indicator of 
effort in this field, Britain again comes high in 
the list. When the last national inquiry was 
undertaken in 1962, Britain was spending about 
£635 million per annum on research and develop- 
ment or about 2:65 per cent of G.N.P. The United 
States percentage was about 2-8. А further national 
inquiry is now in process and it will be sur- 
prising if the pin Mee Kingdom total із 
less than £700 on. The 1961-62 propor- 
tions in most.of the European industrial countries 
was about 1:5 per cent. 

In both U.S.A. and Britain a substantial 
proportion of research and development expendi- 
ture is incurred by the Government for defence 
purposes. As such, it is not necessarily closely 
associated with production. In fact, quite a 
large proportion of research and development 
expenditure is directed towards a very small part 
of industrial production: The results of research 
and development undertaken for defence pur- 
poses, however, may spread through a very widz 
area of civil production. This effect, usuall; 
referred to as the. technological fall-out from 
defence research and development, has many 
obvious examples but there is a growing tendency 
to question whether these advantages are not 
being bought at too high a price, or they take 
much longer to harness than was at one tim? 
thought. ‘These considerations would point to 
some change in the nature of the national 
research and development expenditure and 
effort, if its full growth potential is to be achieved. 
We could buy ‘know-how’ from abroad. 

Other things being equal, the more highly- 
capitalized a country becomes, the greater are 
the economies of scale. These economies cannot 
always be exploited to the full unless demand 
grows at a lively rate. The United States, with 
its large and growing home market, is in a 
particularly favourable position in this respect, 
and it is not surprising that an appreciable 
contribution to growth has come from this 
source. During the years covered by Professor 
Denison’s study, the;resident population of the 
U.S.A. grew from 121 million to 170 million, 
an increase of 40 per cent. Over the 8ame period 
the population of the United Kingdom in- 
creased by only 15 per cent. Trade barriers‘and 
restrictions may prevent: the inérédsed-démand 
arising from growth in population in one country 
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from spreading fully to another country. These 


kinds of restrictions are now rapidly disappearing 


w-thin the European Economic Community and 


ard the establishment of the huge market in the ! 
six E.E.C. countries has certainly been a major, 
factor in the growth of exports and industrial 
production which has taken place within the ‘Six’. 
Tae advantages to Britain of membership of 
E.F.T.A. are nothing like so great in this respect 
as membership of E.E.C. would be. : 

The Denison study rather deflatés the value of 
capital investment as a factof in growth, and the 
ccrrelation between the proportions of G.N.P. 
devoted to investment and economic growth 
dces not appear to be very high. Nevertheless, 
ore would suspect that in Britain and the 
industrial countries of Europe and the Far East, 
capital investment has a greater contribution 
to make to growth than it has in the U.S.A. If 
ccmparative figures of capital stock per worker 
cculd be associated with growth in output per 
worker, the correlation might become more 
apparent. - But attitudes of employees, both in 
their individual capacities and as members of 
trade unions, are very important here. It is little 
use for employers to introduce labour-saving 
machinery if it is not allowed to save labour, and 
ary employer who does save labour in this way 
sFould not be regarded as anti-social. It is the 
State's duty to see that severance pay is adequate. 
One cannot help thinking that the comparatively ~. 
low output-per-man figures for manufacturing ^ 
industries in Britain are caused in some measure 
br the disinclination on the part of employers to 
stbstitute machines for men, and that the 
attitudes of organized labour have had something 
tc do with this disinclination. 


| Reductions in the Working Week 
Professor Denison's study reveals that reductions 
in the working week and increases in annual 
holidays have lowered annual output per head 
in the U.S.A. There is very little doubt that a 
similar position has been reached in Britain. 
Ir general, reductions in the standard working 
узек in the United Kingdom have not been 
followed by an equal reduction in hours worked. 
This means that overtime hours are increased and 
the hourly cost of labour. thereby becomes 
greater, thus reducing competitive efficiency. 
'Taere.may be a case for.a shorter working week 
ardlonger holidays but this cannot be made on the 
grounds: ‘that these reductions ЖШ increase 
eficiency. ` | 
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OME time ago I contributed to a discussion on 
Qe: student topic in: а professional journal. 

Judging from remarks mule to me quite a few 
read it in our office. Weeks later, after the event was 
forgotten, the senior. partner stood in front af my 
desk and asked me when would I be free. I waa then 
working double-handed. I was а bit puzzled end 
said that I would be working on my own the next 
day. I wondered what was happening; after listenin; 
to what he said and repeating it to myself, i still 
seemed unreal. То come to the point, he set me the 
task of the following questions: (1) What is 

pu. (2) How do m compute it? 

е answer was to be a practical one, covering 
n more than z foolacap sheet. One hour was ta be 
spen on it in the office, writing it out and chzrging 

e time to a named job. He left. 


My mind whirled. As far as I knew, a vast part 


of accountancy dealt with the computation cf net 
profit. No definition or oe short explanation was 
: forthcoming from a quick 
Institute’s Recommendations on Accounting Prin- 
ciples, For many years, Un and econcmists 
have engaged in a dialogue that probably cleared 
some misundestanding but Т no real solution 


to an adequate definition of ‘profit’, or apparently. 


a better way of measuring it. 

Since, however, I was called upon to provide 
an answer, perhaps quoting а few textbooks ол ће 
problem would assist: 

(1) ‘Net profit is the surplus remaining after charging 
against gross profit all the expenses, inclüd ng 
depreciation and other necessary provisions, 
properly -attributable to the normal activities 
of the particular business. (Gross profit is she 
excess of the sales, less returns, over the cost 
of the goods sold including the expenses 
directly attributable to putting the goods in a 
saleable condition.)’ (Accountancy, by W. Pizkes, 

'*-F.C.A., third edition. Pitman 1960, page 57.) 

(2) ‘Net profit. The excess of gross profit over che 

. selling, management and distribution expenses.’ 
(Carter's Advanced Accounts, fifth edition. Pitman 
1962, page 29.) 

(Gross profit 4 is similarly defined as in (1) aktove.) 
“The profit and loss account is drawn up to show 
| the net profit or loss for the accounting period, 

. ie. the | increment or чи aris.ng 
from the operations for the period . Е ea 
and Pegler’s Practical Book- Уст- 
mercial Knowledge, tenth edition. HFL Рава. 
1958, раде 65.) 

With these quotations in mind, I tacklec ту 


assignment. ‘Fools rush in, where angels fear to . 


tread" may apply to my attempt at answering the 
partner's questions Which was de follows, idc. s 


Ы 
kd 


glance at the Engish. - 


What is Net Profit? 


Net profit is simply the growth of a business as a 
whole, measured traditionally in monetary terms fora 
given period on an ‘agreed or accepted basis. The 
growth is the result of trading operations. In practice, 
the accounting technique is. usually employed in 
determining net profit and as such it is viewed as the 
measurement.of the financial achievement of the 
concern. This. accounting measure of business 
performance is shown in the profit and loss account 
and the growth of the concern is reflected in the 
increase of the net tangible assets as shown in the 
balance sheet. For practical purposes, the net profit 
бриге is considered the amount available for dis- 
tribution to shareholders or proprietors, bearing in 
mind the Revenue share, e necessity of main- 
taining ‘capital intact’, and the need for ploughing 
back sufficient profit for future expansion. | 


How is Net Profit Computed? 


Net profit is computed by matching revenue against 
expenditure. By revenue is meant income received 
or sales made including outstanding debts. Similarly, 
expenditure ‘includes paid or incurred. 
Outstanding liabilities are to be brought in. Revenue 
and expenditure relate always to an accounting 
period, often a year. 

Stock-in-trade will affect the computation, as the 
cost of goods sold will be matched a t the do 
The excess is the gross profit ог loss. 'T he cost of goo 
sold can be arrived at by a г ol ае 

о 


the stock at the beginni e year and deducting 
stock left at the year sad. From gross profit deduct 
all expenses, including reciation and other 
necessary provisions, properly attributable to the 
normal activities -of the particular business, Un- 
expired diture will reduce the current year’s 

revenue and will appear as prepa 
items in the balance sheet. 

The actual computation and the net result: will 
depend, inter alia, on the facts of each case, manage- 
ment policy, the custom of the trade, the choice and 
use of accounting conventions and law. The net 
profit once computed will tend to set the pattern 
for future computations, and methods employed will 
have to be consistently adhered to, in order to arrive 
at ‘a true and fair’ net profit of the business as a 
going concern. : 


LÀ * * * 


. Of course, net profit can be considered as a RN 
on: capital employed. I.would have also liked to have 
qualified a. number: of things besides: the.statement 
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that ‘growth was the result of trading operations’, 
for example, and to have emphasized the importancz 
of liquidity when considering distribution of profit, 
and mentioned the need for maintaining real capital 


intact. However, there was no room to be contro- " 


versial or comprehensive. 

Incidentally, Professor W. Т. Baxter, B.COM., С.А. 
has neatly put it in a nutshell: ‘Net profit being sale 
price less fully allocated costs’ (The Accountant, 
July asth, 1964 sp. А wonderful working definition! 

-In the second part where simplicity was the aim, 
perhaps over-simplification was the result. 'Togethe- 
with the written answer, a pro forma set of accounts in 
vertical form with suitable headings would probably 
have helped. A few examples to show how net profit 
may be affected in various ways would have been 
useful. For example, management may decide to 
write off heavy initial .advertisement expenditure 
during the year instead of writing it off over a few 
years. The custom of the trade may traditionallr 
value stock below 'cost' (ie. purchase. price or cos: 
of manufacture), or perhaps even below the lowes: 
of cost, net realizable value and replacement price. 
Accounting convention would not envisage charging 
the whole of capital expenditure incurred but only 
a properly computed depreciation charge of the total 
capital expenditure. All this would undoubtedly 
affect the resultant net profit figure. Needless to say, 
the most appropriate accounting convention or 
procedure would be applied in a given situation 
to ensure ‘a true and fair’ net profit. 
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"The profit adjusted for tax purposes (I write 
pre-corporation tax, of course) would usually be 
di=erent from the accounting net profit. This could 
be due to the different procedures and rates adopted . 
in computing depreciation and capital allowances / 
or fixed assets, not to mention initial and investment 
allowances which would be claimable, items dis- 
alk-wable for tax purposes, ‘and: во on.. It is worth 
mentioning perhaps that income tax, profits tax (in 
prectice) reserves and dividends are considered 
appropriations of profit and as such would have no 
effect on net profit computation. 

An articled clerk.can be crafty. I changed the 
second question slightly in an attempt to be impersonal 
anc non-committal. Did you notice that? The partner 
dii 

Perhaps one must face the problem of inflation; 
am. stress the need for measuring in real terms ог 
computing net profit ‘in terms of current monetary 
cosis as distinct from historical costs’. A second best 
suagestion would appear to be to.adjust stock and 
depreciation in relation to replacément costs in the 
account. Or should one simply deduct 3 per cent 
from the net profit, assuming that to be the rate of 


ination annually and appropriate such sum with 


otier requirements to be carried forward for. future 
neds? · 
And so one can go: on bs even vitibus the trim- 


' minga, the senior partner, a few days after I had 
di 


in my effort, said: “Thank you... we were 


th-aking on similar lines.’ Gratifying indeed! 


The ORUM World 


CANADA 


Accounting and Economics 


LEADING article in The Canadian Chartered 

Accountant for June claims that accountants and 
economists, in advising businesses or governmenta, 
make more serious mistakes through not questioning 
the appropriateness of their assumptions than from 
errors in reasoning from their assumptions. What is 
needed is an inative feeling for the history of the 
business, the industry and the economy. The need 
for accountants to learn more economics is in- 
creasing rapidly, just when advances in accounting 
are making it ever more difficult for accountants to 
find time for any other fields of study. Тће solution 
is seen in regular university courses or in courses on 


continuing education sponsored by the institutes of 


chartered accountants. Prospective and practising 
accountants should be encouraged to take courses in 
economic principles, statistical methods and Canadian 
economic history. What the accountant needs most- 
is an understanding of the way in which the trained 
economist approaches his subject. ; 


GERMANY 


Company Law Reform 


On May 25th, the Bundestag of the Federal 
Republic of Germany unanimously passed — 
afer more than six years’ preparatory work —a Bill 
amending the law governing joint-stock companies. 
Tæ new law, which is one of the most important 
pizres of economic legislation since the Second World 
Wer, has meanwhile been approved by the Bundesrat. 
It-will become effective on Tone 18t, 1966, except for 
the regulations governing the anual statement of 
accounts and the valuation of assets, which will have 
to be applied from January rst, 1967. 

The new law improves the position of share- 
hciders in.various respects. The most important 
ckenge rone the arbitrary formation of un- 

i reserves by companies. The regulations 
ccmpelling the publication of information in com- 
penies’ annual reports аге to be revised in order to 
give the shareholder a better idea of the company’s 
рссібоп and prospects. In particular, thé writing-off 
procedure and the method of asset valuation must be 
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pleased to send you Cetails of our Personal 
Bank advances. These confidential advances 
can provide finance for any normal purpose— 
in fact, for any of the thousand and one things 
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Piercy House, 7 Copthall | . considerably enlarged, and the subject-matter 
Avenue, London EC | паста Ст | 
National 0581 ^. . . , "ЕР. professional bodies, and every consideration. ` 

: А Js given to the reader working with а corres- ~ 
and all branches throughout | Е p T E e s 

go ‘Anyone wishing : to ob a езда in 
the country of the Secretaries... - Statistics could not do better than to buy and — . 
and Managers study Ileraic’s book. It is unquestionably the —. 

best bonk available on this subject.’ ў e 

Industrial & Commercial sat Te Е . Seth Chronicle 
Finance Corporation 1 imited | Price 365 PORC "Post free 38s 


ЕТ . ` HEL (Publishers) Ltd  . 


'DIMOGRARLHAM STREET, LONDON WG2 . 





July 24th, 1965 


revealed and’ the annual profits shown in full. The 
powers of shareholders at the general meeting аре to 
be strengthened by empowering them.to decide en 
the utilization of one-half of the annual profit. The 
supervisory boards and the board of directors may 
add the remaining part of the profit to the publizhed 
free reserve funds, provided that these are less -han 
io pe cent of the capital stock. The authorized 

, while they may continue to act at annval 
meetings as voting trustees on behalf of shareholders, 
must henceforth inform each shareholder how th2y 
intend to vote, and ask for voting-instructions. Гле 
authorized bank may. vote according to its own 
discretion only if {Ме sharéholder does not give 
instructions. "Thé new ‘law: also.‘ ratifies the skare- 
holders’ right to demand information by defining the’ 
cases in which the board. of directors may refuse this 


. No one individual may їп future be a member of. 
p more than ten supervisory--boards; This maxinum 
' does not include, however, fiye memberships which 
an individual may hold in the supervisory boards of. 
companies which are constituents of combines, A 
joint-stock company may-no longer-permit a menter 
of its board of directors to become a member 02-е 
supervisory board' of another company, if a board: 
member of-the latter company is.à member of the 
supervisory board of the former The maximcm 
number of directorships on supervisory boarcs is 
increased from twelve to fifteen for companies with 
capital stock of DM.8-20 million ($2~5 million), aad 
from fifteen to twenty-one- for companies with 
capital over DM.20 million. 
_ One entirely new section of the law г tes tne 
„} legal relationships within combines. The law distin- 
~ guishes basically two. types of combine: those Базга 
on agreements under which, for example, the depand- 
ent companies are obliged to surrender profits tc tae 
leading company, and ‘factual’ combines, in which 
the leading company, exerts its power over the cther 
companies through holding a majority of their capital 
stock, While indi first type of combine the leading 
company may give any kind ‘of instructions to the 
dependent companies, it may not do во in the second 
type if’ the instructions are disadvantageous to the 
ependent companies. The law requires combines 
based on agreements to offer a guaranteed dividend 
to the minority of shareholders, or to offer com- 
pensation (either in shares of the leading com 2r 
in cash) if shareholders wish to discontinue er- 
ship in the company concerned. Each combire is 
henceforth also obliged to publish an annual вга(е- 
ment of accounts and an annual report on its activities. 
If the leading company is a foreign enterprise, the 
| statements and reports have to be provided by tae 
domestic company which is closest to the head of 
the combine, -` 
The new law does not introduce ‘no par’ shares to 
the stock exchange as was previously expected, amd 
this subject will probably be taken up again during 
the next legislative period. However, the minimum 
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face value of one share is reduced by the new law 
from DM.100 to DM.so. Joint-stock companies 
may henceforth make instalment payments on 
dividends, 

International, Financial News Suroey (I.M.F.), 
June 25%, 1965. aA | 


UNITED STATES | Р И 
NNOUNCING the appointment of an Adminis- 
„trative Director for the American Institute's 

Accounting Principles Board, The Journal of Account- 

ancy for May.comments that it is closely related to a 

more bmd recognition of the interests of major 

DA oups, and of. business management 

generally, in the development of Board opinions on 

accounting principles: Research studies, published 
under the authority of the Director of нш 

Research, are recommendations of their individ 

authors and have no ‘authority beyond their own 

persuasiveness.. The new, Administrative Director's 

primary responsibility will be to strengthen the lines 

of communication between ‘the Board and the various 

groups in industry, Government, and education, 
ose views are sought before opinions are issu 

` Groups such as the American Petroleum Institute 
have already established, or are establishing, liaison 
committees to work with the Board subcommittees, 
Nevertheless, the journal concludes that the Director 
of Accounting Research should feel free to present 
ideas and recommendations not yet ready for general 
ассерѓайсе. If ` is to be made in.accounting, 
research should not be restricted to what is currently 
acceptable, T ' 


Dual Accounts for Power Companies 

[3 October 1964, the U.S. Supreme Court refused 

to review an Ар Court decision, in the 
Appalachian Рошет Co case, that the Federal Power 
Commission's systems of accounts are the basic 
accounts, where there is any conflict with those pre- 
scribed by the State Commission. Thus utility stock- 
holder reports are required to conform with F.P.C. 
accounting procedures. 

It is reported that, in view of this decision, the 
1964 report of The Montana Power Company pre- 
sents two consolidated balance sheets, one based on 
the accounts prescribed by the State Public Service 
Commission, the other conforming to F.P.C. de- 
mands. The auditors, Mesars Price, Waterhouse & 
Co, state that in their opinion the financial statements 
based on the State Public Service Commission’s 
requirements are the more useful to stockholders, 
while those based on the accounts prescribed by the 
Federal Power Commission present fairly the con- 
solidated financial position of the company and its 
subsidiaries, a А "nn | 
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| Assessing the Profitability of Future 
- Capital Projects - I 


by J. K. STEWARD, C.A. 


Introduction | 
M? I say at the beginning that the views €x- 


pressed in this paper are my own and do rot 
-JA.necessarily represent those of Imperial 
Chemical Industries Ltd. 

‘2. The importance of this subject has never been 

greater than іп the year 1965 when the British economy 
is again under pressure. Once more there is much talk 
and concern about lack of growth, stop-go policies, 
failure to expand exports and the constantly recurring 
problem of the balance of payments. 
_ 3. One of the corner-stones of a developed industrial 
economy such as the United Kingdom is that it must 
be efficient in its industrial processes. Put another 
way, British industry must produce at a low cost, 
preferably lower than the cost of production of our 
international competitors. Only in this way will «e 
be able to sell our products in overseas markets to tke 
extent that is necessary to buy the food and raw 
materials that the country requires. 

4. Whilst there are parts of industry that will stand 
comparison with the best in the world there are others 
that cannot compete in international markets, and 
great strides will have to be made to reach, let alore 
surpass, internationàl standards. То achieve these 
standards we shall have to change our attitudes to 
matters such as restrictive practices, protective tariffs, 
techniques and methods generally, but these are not 
the subject of this paper. Whatever changes are maze 
in these areas it is quite certain that British industry 
will have to spend large sums of moriey in moderniziag 
existing plants and in the introduction of new plan-s 
on a large scale. However, this is not to say that же 
should just ahead on large scale investment 
irrespective of our resources, because there are, and 
always will be, limiting factors such as the availabilitv 
of finance, technical skills, raw materials, manpower, 
etc. How then can we make the best use of our 
resources? 

'5. During the past year a number of comparisors 
have been made between the performance of British 
industry and industry of other countries. These com- 
parisons have been made on the basis of nationzi 
statistics, by industries, and in some cases, for indivi- 
dual firms. There are always problems associated wita 
such comparisons because’ the conventions adoptec, 
whether in the strictly accounting, or economic 
sphere, differ markedly according to the’practices апі 
environment of the country or industry. However, 
there is now a fairly widely held view. that the per- 
formance of British industry falls behind. that of its 
international competitors. Perhaps the most telling 
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evidence of this is that our share of world trade has 
been declining over a number of decades, and if con- 
tinaed at the same rate over a long period of years in 
thz future the whole standard of living in Britain 
weld suffer. Clearly this situation must be corrected 
if British industry is going to compete in the future, 
ard it is incumbent on us to choose those projects 
which will contribute most to the competitive power 
of British industry. This is not only in the interests 
ofthe British economy as a whole, it is in the interests 

ofshareholders, employees and customers. What then 
аг= the issues that we should consider if we are to 
eure that we make the right investment decisions? 


Nature of Projects 
f. There are many types of project but it is gener- 
alfy convenient to classify them under the following 
hezdings: 
(2) кш of existing facilities — 
is the area of modernization which | is 
| тыйт concerned with improving the com- 
petitive position. Projects in this category may 
arise from changes in the technology of a pro- 
cess, from ordinary wear and tear, or from 
labour saving devices. 


. (P) Extensions of capacity due to the growth in e 


for existing products in existing markets - 
Such proposals take -account of increased 
demands arising from natural and generated 
` growth and follow on from the first category. 


' (9 асар of capacity for development of new 
' ts 


This category is self-explanatory and will 
frequently arise from an improvement in the 
competitive position following projects in 
.the first and second categories. In re the 
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benefits of scale that arise under the seccad 
category which are reflected in manufactur-ng 
costs may provide ы for developng 
new markets. 


ПА (9) Introduction of new products involving new тагч- 
ations 


facturing oper 

'The number of such projects in this categezy 
will depend very largely on the amount of 
research carried out in industry, or for busin-ss 
where large-scale research is not carried at, 
on the acquisition of licences for manufacture 
for which royalties etc. are payable. 


7. The order of the categories set out above is; 


important since the degree of risk inherent in Һе 
investment decision is probably least in the case- of 
replacements of existing facilities and greatest in “he 
case of the introduction of new products. On the M 
band, the potential rewards increase p ie 
because the modernization of existing rides 
nerally lead to lower costs and higher profitabif у 


~ and hence to the development of larger markets, a-d 


bring within the range of the business new markets 
hitherto out of reach. In practice, of course, а single 
investment decision will often cover both moderniza- 

tion and extension of capacity in order to meet the 
growth requirements ae existing markets and the 
development of new markets, 


Basic Considerations 


8. Before dealing with the special financial coc- 
siderations iier in the assessment of profitabilty 
it is necessary to set out briefly some of the госте 
important factors that must be considered in t-e 
commercial and technical fields, since the financal 


case will depend on these factora. 


С General 
The first and most fundamental item is о 
consider the objectives of the project. Unless 
this is clearly defined at the beginning, com- 
fusion will result. A clear exposition of tae 
background of a project is essential so that tise 
nature and origin and relevance to the prese-t 
situation is established as a starting-point. 

(6) Commercial 
In order to proceed with a project, estimates те 

: -sales must be prepared for the main markea 
year by year. These sales estimates must take in o 
account the industries, the customers, the вћа-= 

` of the markets, the degree of penetration, ard 
competitive products, etc. Sales estimates shoud 
be judged not only in relation to past perforn-- 
ance, but likely. trends. in the future, and, kr 
the Funimation of estimates of customer require- 


| ments. Prices must be assessed not only in the 


immediate future but in the long term, and tbe 


impact of competitive manufacturers must lx: 


ass In the case of overseas market... 
quotas, tariffs, terms of trade, currency regule- ^ 
tions, etc., and more latterly export rebate: 
must all be taken into account. un" 
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(с) Technical 

The method of manufacture must he considered 

.- from all its aspects and a complete study must, 
be made of the resources available, such as raw 
' materials, labour, power, etc. The size of the 
plant should be considered in relation to the 
probable size of the markets. Calculations must 
be made as to the optimum size, i.e. to consider. 
whether small units should be installed initially 
and built up as demand develops, or whether à 
large-scale plant should be installed initially to 
take advantage of the benefits of scale. These 
studies will lead to an assessment of the plant 
required and will call for estimates of capital 
expenditure. These in turn will have to be con- 
sidered in relation to the date when the plant is 
' required and the engineering resources available 
for the installation of the plant. The operation 
of the plant will be снаге in relation to the 
present state of knowledge, perhaps developed 
from past operations or from new research work. 
The patent position and ‘know-how’ involved in - 
the operation of a plant should also be con- 
sidered and their relevance to the proposal taken 
into account. 


(d) Financial 

The financial position summarizes the project 
as a whole and brings together all the general 
commercial and technical factors hitherto 
studied in depth. The object of the financial 
considerations. is to show the profitability -of 
the project and this is normally expressed in 
terms of a return on capital. In general, the 
yardstick of profitability has been the profit 
before taxation, but in recent years, with іпсеп-. 
tives provided to British industry to modernize 
and to install plants in development districts, 
. for which there are special taxation allowances 
and grants, it is now important to consider the 
after tax case as well. Above all, the degree of 
risk should, as far as it is possible to do so, be 
set out clearly in the financial consideration of 
the project. 

Special factors affecting the financial situation 
include the assessment of manufacturing and 
marketing costs for the project itself, and the 
impact of the project on the business as a whole. 
шо аран РИТЕР эн 
major projects, and for new projects launched on 

- sites where there are facilities, since the: 
allocation of fixed expenditure between the 
existing and proposed plant must bé FOBNdEEÓ 
on a rational basis. 2 4 


Assessment of Profitability ` 
9. The detertnination of the profits arising from a 
project varies from the simple to the extremely com- 
plex, and to bring out the more important features a 
number of cases are considered in this section. Be- 


; cause of the complexity of the subject the question of 


106 


taxation is dealt with separately later in the paper. 
Each case is set out in full in the Appendices and these 
can be considered alongside the narrative of the paper. 


. Case I - Simple Return on Investment 
(Appendix I) 

то. In the first instance a simple case is considered 
where the project involves the installation of a plart 
with capacity of 2,000 units per year, which requires 
an investment of £200,000 including {£50,000 fcr 
working capital. The plant has a life of ten years апі 
the product has a selling. price of £100 per unit, a 
variable cost of £55 per unit and total fixed expenses 
of £60,000 a year. The annual profit can then be 
expressed in the following way: 

Sales,value — variable cost — fixed cost = annual profit 

before tax. 


The annual profit with the plant working to capacity wal 
therefore be: 








‘Sales value тоох 2,000 equivalent to .. £200,0co 
‘Variable cost  £55X2,000 equivalent to тт0,осо 
| Contribution to fixed реши! апа pront 90,0co 
Fixed expenses .. 60,0co 
Profit . £30,0co 





The profit of £30,000 represents a return of 15 per 
cent on the initial gross capital investment of £200,000. 
Full details of the make-up of the selling price and 
profit are given in Appendix I and it will be seen that 
production costs have been broken down into ther 
constituent parts for variable and fixed expenses, £s 
has the cost of marketing. 

тт. Provided that all the basic assumptions are 
realized a return of 15 per cent will be earned in all 
years ‘when the plant operates to capacity. Howeve-, 
it is unlikely that the plant will operate at this level 
for each of the ten years, since the sales in the earlier 
years will have to be built up to the capacity of tke 
plant. 

Case II — Unutilized Capacity (Appendix I) 

12. ''aking the same basic figures as for Case T, let 
us suppose that sales in the first, second and third 
years will reach 25 per cent, 5o per cent and 75 per 
cent of capacity. ЈЕ is assumed that production is 
matched exactly to sales. The position for the ear y 
years, which are also set out in detail in Appendix I, 
would then be: 


Variable Fixed 
Sales value costs costs Profit|loss 

Year 1 тоох боо  —f£55X500  —4£60,000 37,500 

y 2 тоо Х 1,000 —£,55X1,000 —£60,000 15,000 

" 3 тоо Х 1,500 —£55X1,500 — 460,000 7,500 (Profit) 
Net loss 
to end of 
Year3 7. 5 -: : 45,000 

n 4 £100X2,000 — 555 Х 2,000 —{£60,000 30,000 (Profit) 

” $ 39,000 ye 

” » 39,900 » 

» 39,0900 ^ 

oD j ` 39,000 » 

» 9 | s e 39,000 | M 

» то : Е „30,000 p, 





ТИТ с 
s 5" + Pury £165,000 . : 
S + — —ÀÀÀ 
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13. The total profit of the project over the ten years 
is now £165,000. The average annual profit represents 

25 per cent return on capital over the life of the 
project, or just over half the’ ‘return of 15 per cent 
green for Case I where the full output of the plant >“ 
is sold in every year. A comparison of Cases I and 
II emphasizes the fundamental importance of the rate 
ot build-up of sales if the return on investment is to be 
attractive. 

14. Given the data in the second cabe there are a. 
number of steps that might be taken to improve the 
return. These are, briefly: to increase the price level 
ir the early years; to take steps (perhaps by advertis- 

irg) to increase the build-up inssales; to reconsider the. 
cepital requirements, or if this step is not possible, 
ре-ћарз to re-phase the capital expenditüre, since the 
whole output may not. be required in the first two ог 
three years. 

121 increase, in the selling’ price in the early years 
tc minimize initial losses might be the initial reaction, —4 
bat on the other hand, higher prices will probably 
deoress the level of. sales and the estimates would have 
tc be re-assessed i in order to maximize the profits. 
Care would, of course, havé to be taken to ensure that 
a high initial selling price would not prejudice ће 
lexel of sales in later years when a satiate factory rate of 
р-оће is bein iag earned. It is very important, therefore, 
tc examine the impact of initial pricé levels on the 
rete of growth in demand; this means that the profita- 
b.Rity must be assessed over a series of years in order 
tc maximize profits. . `. 

x The factor that has the greatest impact on 

p-fitability is "undeniably the rate of build-up of 
His in the initial years. Such a rate of build-up’ 
might be influenced by the rate of advertising expen- `- 
d киге. The amount of such advertising expenditure "~ 
that can be afforded can be assessed because variable 
cests are known at £ 55 per unit which, with the selling 
pice of Дтоо per unit, will provide an initial profit of 
#55 per unit for each extra unit sold. 


Case III — келше Build-up of Sales 
(Appendix 

16. Supposing that for an additional expenditure of 
[:0,000 on advertising in the first year only, there 
will be an increase in sales of 500 units in each of the 
fast three years. The profit position in these years 
would be as follows: ` 
| Sales | 
Units + 
Year 1 (this includes extra expen- 
diture of £10,000 for ad- 
vemm. Р Loss 25,000 

se Profit 7,500 
Profit 30,000 — 


1,000 
1,500 


$53 ВЕ 
.. 2,000 


» 3... 
Total profit to end of Year 3 £12,500 ` 


Taere will now be a profit of £12,500 in the first three 
yzars of operation compared with a total loss of 
£45,000 in Case II set out in paragraph 12. Thus, 
ок ёг the first three years extra profits of £57,500 will 
kë’ earned after charging advertising expenditure of 
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Lio, ооо. This gives a total profit over the life of tae 
project of £222,500, which is equivalent to a simple 
average return ог" Ir per cent on the investment =f 
2 £200,000. 

TUN 17. Apart Sonst айй as advertising expenc-- 
ture etc. it is important to ensure that the over 
capital requirements are kept. to a minimum, co=- 
sistent with a maximization of profitability, For 
example, the original plans may well have included 
an investment in transport for distribution of tae 
product, or the purchase of equipment, that cout 


be provided on the basis of hire, or it may be рова е ' 


to reduce capital expenditure by sale and lease-bacz, 
so that the total amount of capital at riak is reduced 
and the profits on the investment by the busines 
give a higher av return than that set out a 
Cases II or IIT. Yet another possible alternative woud 
be to re-phase the capital expenditure in the еапет 

years when the sales are appreciably below the cape- 
bs of the plant. In large-scalé plants’ this factor zs 

of fundamental importance, and with the increasirz 
size of units needed with the larger markets naw 
available, it will be an increasingly important factar 
in the future. Such studies would have to take in» 
account the economies of scale, which may be suca 
that the lower costs arising from the installation xf 
large plants will more than offset the benefits xf 
delaying expenditure on several small ‘units with a 


higher manufacturing.cost. . 


Case IV — Extension of бишей 
18. А new set of problema arises when the positicn 
of an extension to capacity is considered. Taking tF* 
Es ‘basic data as for Case III, estimates may Ёз 
prepared d the second year that show that = 
demand for the product is expected to grow 
Жыт казсын е ae ен 
to gain new markets, not only in the United Kingdom 
for additional uses, but in overseas markets. The sales 
estimates will have been derived on the basis ofa 
number of assumptions about selling prices in the 
United Kingdom and in the overseas markets. = 
Ser set of sales estimates шы be expressed = 
о 


‘U.K. 
market 
ита for Addi- ~ : 
d existing tional Total Over- · 
uses uses О.К. seas Totz 
Units Units Units Units Uniz 
Achieved Year 1 950 — 950 — 9 
Estimated » 2 1,580 — 1,580 — 1, E 
. » » 3 L900  — -1,900 | 50 1,955 
mee » 4 2,100 тоо 2,200 200 2,4 
» » 5 2,200 ` 300 2,500 500 3,0c— 
» | » 6 2,300 600 2,900 600 3,5 
» 7 2,400 1,000 3,400 боо 4,0с> 
a » 8 2,500 1,500 4,000 600, 4,60 
5i » 93 1,600 4,200 ‘600 4,827 
| » 10 2,700 1,700 4 4,400 „боо 5,00 
9. The € g plant considered in Cases І, Ш 


xdi ШІ has a capacity of 2,000 units and, on the bass 
of the foregoing sales estimates, an extension will LE 
required at the beginning of the fourth" year. Thé, 
first problem to consider is the best size of plant to te’ 
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installed to meet the immediate and future needs.’ 
ешик that some optimization studies have been: 
done and that a plant with a total: capacity ‘of 4,000 ' 
units a year and requiring an additional investment 
in plant of £170,000 is regarded as the best immediate 
case, we can then evaluate the project. 

20. For an extension to capacity there are several 
important factors to be considered. First, in most 
typical cases it is most unlikely that the full capacity 
can be sold in every year; consequently, the profit- 
ability over the life of the project must be considered. 
Secondly, there must be a base from which the extra 
profit can be measured. This presents a special 
problem where the extension leads to an overall 
change in the size of the market since the unit value 
of existing output may be worth less after the exten- 
sion than before the extension. In some cases it may be 
possible to hold existing prices at current levels, but 
generally the existing capacity should be valued on 
the basis of the selling prices that would be received 
if there were no extension. In Case IV, for reasons 
of simplicity, it has been assumed that selling prices 
would be the same with or without an extension. 
Thirdly, there must be a careful assessment of the 
variable and fixed expenses; in the case of fixed 
expenses it may be necessary to consider the total 
fixed expense of the business and obtain a new appor- 
tionment between the different products and activi- 
ties. Fourthly, depreciation has to be reconsidered. 
In Case IV it has been assumed that the life of the 
new plant will be seven years only and that at the end 
of the tenth year both the Pra pint and the 
new plant will require replacement. means that 
the new investment of £170,000 must be written off 
over seven years and gives an additional provision for 
depreciation of £24,300. : Е 

21. The treatment of fixed expenditure, frequently ` 
known as overhead or administrative expenditure, 
presents real difficulties in considering the profita- 
bility of extensions. Some part of the overhead ex- 
penditure of a site may properly be regarded as 
attaching to the additional output of the extended | 
plant. This газу reflect a real increase in expenditure 
by reason of the greater activity on the site, or it may , 
be merely à reflection of the spread of the same amount 
of expenditure over more activity. If it is the former, , 
then the increment in nditure, but only the 
increment in expenditure, is properly chargeable to 
the extension when assessing the profitability of the 
project, but this does not necessarily give a true 
measure of the fundamental profitability: of the 
product in itself. In the case where the overhead 
expenditure of the site is unchanged, clearly there 
would be no incremental fixed expenditure, and: the 
more indirect the expenditure,” thé Tess likelihood 
there is of there being any increment in the real level 
of expenditure. This is the area where clear thinking 
is of paramount importance and a distinction must 
always bé Тааде between the increments in profits 
arising from:4. course of action and the real profit- 
ability of tHe'product. 
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22. Similar problems arise in connection with the | Existing ` Extended plant : ; 
use of assets that will be required for the extensioo, · ове то 
but which would. not be required or would be under- є, оць) |, 2,000 3400 < 655. 4o00 “ode 
employed if there were по, extension. Such assets ў ‚ с о. кше коз e D 
would need to be taken into account when assessing аы price 5 5% бо a ux vi 
the basic profitability of the product because failure ок азу шш. дин тшс сы 
to do so might well mean tying up these assets inthe —— x. gooo Доо {ооо gooo gooo 
extension for many years, whereas they could be used 9 ““Varishle costa ` 1% Ed. Gua ә. ора 


more profitably at some future date in another - == 
project. However, when assessing the incremental оре НЕ аз 


8 “8 8 
position such assets might properly be disregarded. -n ~ Fixed p 15 1g 17a 92 
any event, depreciation on such assets should be ture ка " " 
— — 663 








taken into account in the calculation of the total costs, „2 epreciation « N 2 8 
but, for purposes of incremental profits they would SHE ы: er зза е э. ELA „зе 
be disregarded. - Capital invested .. 200 340 _ бо 400 200 


- 23. The first step is to consider the basic profit- piven on capital 
ability of the proposal. This is done by calculating rested .. 
the profit for a particular year, on the lines set out in. - аси wre aes 
Appendix П. The following table summarizes the The extension yields an ро equiva- , 


10% 195% 75% 177% 254% 


wee (ште ee MMC _-) 






























































position: lænt to 25:4. per cent on the. new capital expenditure,_ 
APPENDIX I . 2p ТШЕ 
ТЕ CASES І, IT-AND-III (PARAGRAPHS .11, 12 AND 16) у Р 
Investment: Fixed capital - Buildings . .. . .. 2 UE: x: ot АЕ ae | 50,000 
Е 25 Рай sca: ee! ту we du MT vili WW Сы dee uy "Ia 100,000 
w^ lé Vd S. и i . | 150,000 
' Working capital -Debtors SA "m ae $ e a 10.047 o ee 30,000 
: a Stocks за - 3s . Us Да 2% "s .. 25,000 
Cash .. E MESE > a - E us .. 10,000 
оз . | : $ | 65,000 
Less Creditors CEDE а уз is ae .. 15,000 
. з { 50,000 
Tot] .. .. M i К? ear ius Е E я к) e £200,000 ^ 
Profit statement 
Per cent of capacity p? io te . о 75 . 50 a5 667 
co. oF v == Ба 7 
Break 
even 
Number of units 52 а Е Зе 2,000 1,500 1,000 500 1,333 | 
ÁKlumit — £lurz — 000 £000 £000 £000 £000 
Sales value .. ats ss s ss 100 aoo 150 100 50 133°3 
Less: Variable costs: 
` Production EN НЕ e 49 
Marketing .. si т I8 55 110 82:5 55 | TS 733 
Contribution to fixed expenses and profit ae 45 go 67:5 45 22'5 босо 
Less: Fixed expenses: ` 
Overheads . 5:0 
Administration vs € TS 
. Marketing .. os ss .. тоо 2a 45 45'0 45'0 45°0 450 — 
pou РБД т 
Cash flow EP i4 vx " si 22:5 45 22-5 — 22'5— тро ` 
Depreciation® `.. iste, y ves 75 15 1570 15'0 х5'0 15'0 
Profit .. m Yo mes 5, 2 1g 3o 75 15:0— 3T5— oum 
Return on investment " co mf N ` 15% 37% o — = · — 


*based on'a plant ife of то years - 


= 


Eu assumed for overseas mar 
f.o.b. value of the ‘sales. 


A 


July 24th, 1965 


. These increments in profit and capital improve tae 
fundamental profitability of the product since tae 
return rises from 1o per cent for the. plant 
to 17-7 per cent for the extended plant ав a who. It 
will be noted that the rate'of return for the home 
business 18 19:5 per cent whilst the overseas business 
yields only 7-5 per cent. The return.of 7:5 per cent 
for overseas business is less than the return for the 
home business but is still profitable in that the ddi- 
tional business covers all the fixed expenditure and 
makes some, although small; contribution to overall 
net profit. The foregoing figures do, of е take 
into account an allowance for reduction of erunit 
in the selling price artd this has been snis to the 
existing business so that the column headed ‘differ- 
ence' excludes the impact of the lower prices (2,050 
units at £5) of £10,000. Я 

`24. It will be seen in the summary. of the profitability 
for Year 7 that a selling price of £go per unit has been 
, Which represents the 


ht that are incurred between United Kingdom 
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Frid arises because of the additional costs Jor ` 
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domestic price in every world market is the same, the 
selling value to a United Kingdom manufacturer will, 
in the majority of instances, be lower for its overseas 
business than for the home market. This factor in it- 
self may present major proolems for extensions of 
са since the choice often has to be made to 
invest in capacity for exports which may show an 
appreciably lower level of profit than for the home 
trade: With growing markets, however, after a period 
of years the additional demand. for the United 
Kingdom market may well begin to displace overseas 
sales. When this happens it :s the time to reconsider 
the case for a further extension of capacity and the 
cycle of investing for exports subsequently replaced 
by home business keeps recurring as and when the 
combined. United Kingdom and overseas markets 
reach the installed capacity. 

25. It is now important to consider the profitability 
for a period longer than’ one wear. In patagraph 18 the 
sales forecasts indicated that overseas sales would 
reach a maximum of 600 units per year. A new plant 

‘with a capacity :оЁ а further 2,000 units is to be 
installed, giving a total capaci of 4,000 units, 


























ports. and-overseas markets. If if is assumed that the After Year 7, therefore, either sales will have to-be 
APPENDIX II. . | : a. ' y 
_ CASE IV - PROFITABILITY OF E EXTENSION FOR YEAR 7 (PARAGRAPH a3) 
|o C Ewing о 77777 Беоротеа * Difference 
Ре Багаж £ : 
Fixed NS Buildings s - 50,000 50,000 — 
"Plant n is 100,000 -· - = 270,000 170,000 
150,000 320,000 170,000 | 
Working capital Е - 50,000 ,000 30,000 
Total ` £200,000 £400,000 .. £200,000 
Capacity, unite/year . 2,000 4,000 | 2,000 
^. Home Home Overseas _ Total 
Quantity, units. .. эс. ~. 2,000. 3,400 „боо 4,000 2,000 
Unit values (6 unit) . ; Я 
Selling prices .. 95 - - 95 go 94'2 
Variable costs — Production 40 35 37 =, 
Marketing 15 15 20 — 
Contribution to fixed expenses and profit .40 45 33 — 
{ооо 5000 ово £000 £000 
£ Values ^ | 
Sales э 1900 323°0 54°0 3770 187-0 
Less Variable costs 110-0 170-0 34a 2042 - 94a 
Contribution to fixed expenses and po 80-0 153°© 19:8 172:8 92:8 
Less Fixed expenses .. 450 :53'3 9:4 62:7 1777 
Cash flow... .. ... "nct 5: .. 350 997 104 rior 75'1 
Less Depreciation. . оё ex .- туо 33'4 5'9 39°3 243 
Profit a.. -o .. ~. Po hak 20°0 66:5 45 70:8 50:8 
Return on investment -:.- .. - 10% 19:595 775% 177% 25:494 
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réstricted or more new plant will have to be installed. 
However, for the case under review some assump- 
tions will have to-be made and it is therefore assumed 
that for Years 8, g and то the home market will have 
first call on the available capacity and will therefore 
displace.the overseas business. With these assump- 
tions the-profit from Years 4-10-inclusive can be 
risiede the detailed calculations are given in 

'éndix ITI. Over the life of the project the 

cash flow and net profit will be: 


£000 
Year 4 c T9 16:4. (Loss) 

» 5 3r3 i2 
» 6 52:6 28-3 
» 7 5'ї 50:8 
» 8 2:3 58:0 
» 9 82:3 58-0 
» IO 82-3 58:0 
Total 2437 


The total profit over the seven years gives an average 
annual profit of £34,800, which is equivalent to an 
average return of 17-4 per cent on the additional 
capital investment of /200,000. This is, of course, 
materially below the return on investment for Year 
7 of 25:4 per cent given in the table in paragraph 23. 
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Case V. – Reductions in Selling Prices 


26. А further case needs to be studied before leaving 


this part of the paper, namely, the impact of changes 
in selling prices. Many projects have ultimately 


foandered due to the wrong estimation of selling’ 


prices. Case V uses the same data as that used in 


Сезе IV, but presupposes that in all markets there will- 


be reductions in selling prices over Years 4-8 inclusive 
and that such price reductions would apply whether’ 


or not there is an extension. The position. may there- - 


fo-e be summarized as follows: f 








uiput Price . Existing Extension 
Year Existing Additional Re- Re- business business 
duction ; 
units units — £/unit -.. £/unit £ £. 
4 2,000 400 2 2 000 
i 2,000 1,000 2 4 ,000 4,000 
2,000 1,500 а I2,000 ,000 
1 2,000 2,000 a 8 16,000 16,000 
2,000 42,000 2 то 20,000 20,000 
X3 2,000 2,000 20,000 20,000 
»0 2,000 2,000 20,000 20,000 
"Гала! jeducHon i in үрне. сошрагей with 
Case IV .. £100,000 £89,800 





тона the additional profit from the extension 
in IV amounted to £243,700 over the seven 











APPENDIX III . | : 
T % PROFITS AND CASH FLOW – 
7 -Year 4 Year 5 
Ноте 
Units 2,200 2,500 
—— —— 
Selling price, £/unit .. 95 95 
Variable cost, £/unit .. 50 '50 
` Contribution, £/unit .. 45 “45 
Contribution to fixed expenses and profit 90,000 112,500 
Overseas | s 
Units .. 2 m s 200 500 
Selling price, £/unit .. © ©» go 90 
Variable cost, fj/unit .. CIE 57 57 
Contribution, £/unit .. se i 3 33 
ur £ 
Contribution to fixed expenses and profit 6,600 16,500 
Total {ооо £000 
' Contribution to fixed expenses and profit 105:6 129'0 
Fixed expenses 102'0 1020 
Total profit is 3:6 270 
Existing profit ... ао'о 20'0 
Additional profit m sia 33 16-4— то 
Additional depreciation | Lx eed 243.95 2437 
Additional cash flow « >2. ue ree qe gest 


CASE IV (PARAGRAPH 25) 
EXTENDED PLANT 
































Year 6 Year 7 Year 8. , Yearg Year то 
(Para. 23) 
2,900 3,400 4,000 4,000 - 4 
95 · 95 95 95 95 
50 '50 5o 50 - 50 
45 45 a5 n 45 45 
£ £ £ £ 
130,500 153, 180,000 180,000: . 180,900 
M. | (No capacity available) 
600 боо — c ==" == 
9o go 
57 57 
33 33 А 
£ | 
19,800 19,800 — — => 
£000 £000 {ооо #6000 £000 
150-3 172:8 т8о:о 1800 сІ8о'о 
102:0 102:0 102:0 102'0 102:0 
\ f 
48- 3 70'8 78-0 78:0 78-в 
20-0 20:0 200 20°0 20-0 
28:3 50:8 58:0 58:0 · 58:0 
243 243 243 243 243 
§2°6 751 82:3 82-3 ^ 823 
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years the profit in Case V will be. £89,800 lower at 
£153,900. The average profit of just. under £22,0co 
now provided from the extension will give an average 


p yield of 1x per cent on the additional investment, For 
the project as a whole. the profit will now only te 


e: 


~ 
1 


аи over the seven years, giving an average gross 
the investment of 7 per cent, 


” (The profit from the existing business i is calculated 








. £ 
rm yeara at £30,000 (Case D. ov 210,060 
Less Reduction in selling price to foo. 
seven years X 2,000 units X £5 (Case 70,000 
140,000 
ie Reduction-i in iiep pres Below £95, 
' unit (Case V) Mar 100,000 
Profit for Years "m 2 eese o. £49,002) 


tee 


~ J £o 
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iode rd d EE flow on Case V are 
en in uU 
Le [eise eie most incportant factor ‘of any 
comparison between Case IV and Case V is the degree 
of change in the overall profitability, the average 
return falling‘ by rather moze than one-third from 
17:4 per cent in Case IV to 11 per cent although selling 
prices have only fallen from £9s/unit to £8 s/unit. 
‘The calculated figure of the return on investment may 
therefore be appreciably less accurate than any of. the. 
individual estimates that.cont-ibute to the assessment 
of the whole project. 'Fhis therefore leads to the need 
to assess the degree of rigk involved, Thus, if a more 
pessimistic estimate of prices had been made on the 
lines of Case V, the. mamagement would have 
known the most likely Finge of Profitability for the 


project. 
(To je concluded.) 






























































-— “a ara 
_6 APPENDIX IV ee E 
i Кы: зе, CASE V (PARAGRAPHS 26-28) ` í ў uh 
"Уват 4 Years ‘Year6 ^ Yoar]  Yedr8, “Year: Year 10 : 
Extended position’ - - 5а . FE 
Home Р Units ess 2,200 2,500 2,900 3,400 4000" 4,000 . 4,000 AES 
r LE EP А ~ —— —— б, 
· Selling 5 price s gjumit an pen, 93 91 89 87 . 85 85 . 85 ко 
"Variable cost junit 50 50 5o '50 50 50 50 | 
Contribution to fixed expenses and profit Hi sii 
юше... — .. з. 43 41 39 37 . 35 35 35 7 
£ooo 946 1025 1131 ; 125:8 iion 1400  I400 А 
Overseas Units 200 500 600 600 — — — 
"i ' Selling price "T ae 88 86 84. 82 ЗЕ 
Variable cost [unit .. 57 57 5) 57 
"Contribution to fixed expenses iud profit 
£[unit m am E 31 29 27 a5 
{ооо 6-2 14:5 16:3 15-0 — — —B 
‘Total contribution ооо: 1008 айо 1293 1408 i400. 1400 1400 С=А+В 
Fixed expenses x 1020 тозо 1020 1040 созо созо 1020 
Net profit of extended plant ni r2—  15'0 27'3 38:8 38:0 38:0 38o0D 
Existing business Units 2,000 2,000 2,000 2,000 2,000 2,000 2,000 
Selling price Junit "EEG 93 91 89 87 85 8s 85 
Variable cost junit .. 55 55 55 55 55 55 55 
"Contribution ` £funit .. 38 36 34 32 30 30 30. 
| {ооо 76 7A 68 6 бо бо бо 
Fixed expenses . 6o 6o 60 60 60 60 бо 
g Net profit 16 12 8 E s E 
8, сы = кш == = = == 
Additional profit ` : 
Additional profit from extension .. лта— зо 193 . 348 38:0 38:о 38:0 F=D—E 
Additional depreciation (1707-7) .. 243 243 2435 a43 243 — 243 2З. 
Additional cash flow Fag uya ZES. 4376o 5971 62:3 52:3, 5623 
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Weekly Notes 


SCHEDULE А DEDUCTION REFUSED 


WEN Schedule A tax on owner-occupiers wes 
abolished in 1963-64, most traders who were 


assessed on the preceding year basis in that year апі 
had been in the habit of obtaining a deduction for the 
Schedule A of the basis year, under section 136 of the 
Income Tax Act, 1952, rather naturally expected thet 
the 1962-63 Schedule A assessment would be 
deducted in the 1963-64 computation of assessable 
profit. However, section 136 was repealed as respects 
the year 1963—64 as well as later years, and Mr Justice 
Cross has held that no section 136 allowance can be 
obtained for the tax year 1963-64 (Provan v. Scout 
(The Guardian, July 14th)). 


ACTION AGAINST ACCOUNTANT DISMISSED 


ЕТЕК an eight-day hearing, a High Court јадрг 

on Tuesday, was told that an action brought bz 
Land & General Developments Ltd, of Portland 
Place, London Wr, Mr William Bernard 
Lindley, r.c.a., of Harrogate, Yorks, had been settled. 
Mr John Donaldson, Q.C., for Land & General, 


told Mr Justice Pennycuick that the parties recog- . 


nized that there had been some misunderstanding. 
The company unreservedly withdrew all allegations 
of misrepresentation and misconduct and M- 
Lindley had agreed to make a contribution towards 
the capital loss sustained by Land & General. Ја 
these circumstances we ask the Court to dismiss the 
action on terms endorsed on counsel’s briefs, the 
order to lie in chambers for twenty-eight days and 
not to be drawn up unless terms of settlement have 
been complied with’, said Mr Donaldson. 

Mr Peter Oliver, Q.c., for Mr Lindley, said he was 
happy to associate himself with Mr Donaldson’s 
remarks, Dismissing the action, the judge said he was 
sure the terms of settlement were satisfactory to both 
parties. 


In the action Land & General had claimed damages 


from Mr Lindley, of Follifoot Ridge, near Harrogate. 


a former director, alleging that he induced them 10 


enter into a £236,429 share deal by misrepresentatior. 
and was in breach of his duty as a director to declare 
the nature of his interest in the deal. Mr Lindley hac 
denied the allegations. 

During the hearing last week Land & General with- 
drew an allegation that Mr Lindley had made ar 
improper £40,000 profit over-the sale of the shares. 
and accepted Mr Lindley’s statement that he made 
no profit on the deal. Earlier, Mr Lindley’s son, Mr 
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Trancan Lindley, A.C.A., gave evidence that it was he 
aad not his father "who sold.the shares to Land & 
Ceneral. , 


TOW 
У 


BREWERS’ TAX VICTORY 


TH distinction between capital and revenue was 
again the subject of litigation between the Inland 
Revenue and taxpayers last week. The case was 
Ссореғ v. Rhymney Breweries Lid where an income 
tex Inspector appealed against a decision of the Special 
Czmmissioners that the brewery were entitled to 
deduct £5,500 being its contribution to expenses 
ircurred by the brewery trade association in a 
cempaign to obtain Sunday opening for public houses 
ir Wales and Monmouthshire. The Licensing Act, 
1451, conferred local option to open public houses оп 
Saandays, this having been banned in Wales since 
1831 and in Monmouthshire since 1915. The com- 


peay had 680 tied or managed houses, so clearly 3 


expenditure was incurred wholly and exclusively for 
trade purposes. However, the Inland Revenue said 
it was capital expenditure, laid out for the purpose of 
acquiring an advantage of an enduring nature. Тће 
Special Commissioners pointed out that quite a lot of 
revenue expenditure nevertheless produced advan- 
taaes of an enduring nature. Upholding their decision, 
Mr Justice Cross said (according to The Times of 
Тоу 16th) that the Revenue argument involved 
divorcing the expenditure connected with the poll 
abcut Sunday opening from that which went before 
and all that might come after. The poll about Sunday 
orening was simply an event in a war between the 
brewers on the one side and teetotal and sabbatarian 
inzerests on the other. The expenditure was allowable. 


. OUTLOOK UNSETTLED 


! | "WO surveys issued last week speak of poorer 

trading conditions for industry in the near future. 
The first of these is a report by the National Associa- 
tice of British Manu ЕНА whose membership 
cocsists mainly of small- and medium-sized concerns. 
In an inquiry among 503 companies, there is a 
ma-ked fall i in the number reporting a higher output 
in zhe second quarter of the year and a noticeable 
inezease in those reporting a lower output. Both home 
an= export orders have slackenod off. As regards the 
fuzare, there is less confidence about the prospects 
for the third quarter of the year. Most concerns 
report rising costs, but much of this seems to have 
been caused by a shortage of labour, especially 
sk-Med workers, forcing up local wage rates. 

In similar vein, the Institute of Marketing has 
івв еї the results of a survey carried out among 214 
companies. More companies report a falling short of 
pecformance compared with budget.on forecasts 
mzde six months ago. For the future, 65:8 per cent 
haze budgeted for a rise in sales of a minimum of 
5 per cent during the second half of 1965 compared 
wi 7o per cent in the first half-year and d 5 per 
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cent a year ago. In this survey, however, exports have 
improved for a larger. number of companies than п 


January 1965. 
АП surveys of this kind published recently suggest 


less bright prospects for the rest of 1965 compared 


+ 


d 


with earlier in the year and that the smaller tke 
company the tougher the going may be. 


INSTITUTE’S OXFORD SUMMER COURSE. 


cS“ two hundred and forty members attended 
the Oxford Summer Course of ‘The Institute of 
Chartered Accountants in England and Wales he:d 
at Christ Church and? Merton College from Juy 
15th to 2oth. 

The course opened with an address of welcome Ly 
the President, Mr К. McNeil, r.c.4, and the-e 
followed an interesting programme of .papers cn 


ен не - 


ЖЕ: 
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‘Professional ethics’, by Mr C. Croxton-Smith, M.A., 
LL.B., F.C.A., ‘The Budget 1965 – proposed changes’, 
by Mr К. Н. Oates, r.C.4., and ‘Assessing the profit- 
ability of future capital projects’, by Mr J. K. Steward, 
С.А. (the first part of Mr Steward’s Бро ів герго- 
duced elsewhere in this issue). The papers were 
followed by the usual group discussions. 

‘Talks were also given by Mr F.-M. Richard, 
President -of the Ninth International Congress of 
Accountants to be held in Paris in 1967; Mr J. R. 
McK. Willis, с.в., C.M.G., Deputy Chairman of the 
Boardof Inland Revenue; and Mr È. Kenneth Wright, 
M.A, FECA, chairman of the Institute's Public 
Relations Committee. . 

А varied programme of social events included a 
visit to Blenheim Palace, a golf competition at 
Frilford Heath and Guest Night Dinner in the Hall 
of Christ Church last Monday evening. 





воде раа at the Oxford Stamnes Course of The Institute of Chartered rua in England 
and Wales held last week-enc. and referred to in the note above. 
Front row (left to right); Mx C. dt Evan-Jones, M.B.E., Secretary of the Institute; "Mr J. Н. Mann, M.B.E., МА, Р.С.А., 


Chairman, 


Courses Committee; Rear Admiral D. H. F. Etherington, C.B., D.8.C., M.A, Domestic Bursar, Merton College; 


Mr R. McNeil, F.c.a., President of the Institute; Mr E. L4. James, Steward of Christ Church; Mr L. W. Robson, F.c.a.,: 
У Vice-Chairmaz, Courses Committee. 
F Second row (left to right): Mr M.C. Ashill, F.c.A., Under-Secretary; Mr G. R. A. Wixley, 0.3.2.; , F.C.A., Leader, Group Н; 


-Mr J. К. Steward, c.a., Speaker; Mr 


G. E. Morrish, F.C,A., Leader, Group D; Mr R. D. В. Bateman, M.B.E., F.C.A., Leader, 


Group 4; Mr R. W. Smith, O.B.E., T.D., F.C.4., Leader, Croup F; Mr W. T. Hunter, M.B.E., FCA. Leader, Group C; Mr 


"C. Croxton-Smith, МА, LL.B., J.P. F.C.A., 
Third row (left to right): Mr D. Е. Robinson, Conferen-e Clerk: Miss A. 
Leader, Group M; 


Leader, Group E; Mr K. J. Sharp, T.D., M.A., J.P., Е.С.А, 


Speaker. 
ryor, Institute 5 Н Mr N. B. Nutt, РСА. 
B. W. Sutherland, r.c.4., Leader, Group Б; 


Mr Е, J. Newman, M.A, F.C.A., Leader, Group L; Ме ДУ. Taplin, M.A., B.COM. Pado, ‘Accountancy’; Mr R. W. Meynell, 


C.A., 


F. 
Back row (left to right) Mr E. Bostock, E.C.A., Leader, Group B; 
omas; F.C.A., Member. of the Councilz Mr D. P. 


L-ader, Group G. 


r J. E. Sharman, кей ENS Group F; Mr A. G. 
Hubbard, B.A, Assistant Secretary. . : 
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zs PARKING BY PRICE ' 

THE basis of the solution to the problem of traffic 
‘dL congestion is ‘to let those who want their cars to 
use parking space pay the costs arising out of parking, 
and those who want their cars to move in congested 
conditions pay the cost arising out of movement’. 
Such are the conclusions of Mr G. J. Roth, a con- 
sulting transport economist and member of the 
Smeed Committee which reported last year!, in a 
hew Hobart Paper (No. 33) entitled Paying for 
Parking, published by the Institute of Economic 
Affairs (69; 1-7 - 

Mr Roth analyses dispassionately the case for 
apportioning road space by means: of the price 
mechanism. He is critical of local authorities which 
provide parking space below its economic cost. This 
practice discourages commércial bodies from offering 
parking facilities on:an economic basis, for as long as 
motorists can obtain their parking free or below cost 
théy will not utilize уа жакту run parking lots. 
At the same time the ratepayer is thereby subsidizing 
a’ section of the community which is wealthier than 
the average. + 

: The logical conclusion of the author's argument is 
the need for some form of control of traffic and, as 
between regulations and restrictions on the one hand 
and fees on the other, Mr Roth opts for the latter. 
The problem is not merely the provision of adequate 
“parking facilities. If these are provided in city centres, 
then there is the danger of congestion and delays to 
through traffic arising from the larger volume of car 
users that the existence of parking facilities engenders. 
Thére are various methods of regulating the entry 
and use of vehicles in such areas and here, too, 
Mr Roth is in favour of some system of charging so 
that only those vehicles whose use in central areas is 
essential, will be required to pay the high price. 


LIVING WITH INFLATION 


RE is a growing awareness that the twin prob- 

lems of domestic inflation and external imbalance 

of the U.K. are directly related to what economists 

describe as over-full employment. In consequence, 

Professor F. W. Paish and others have advocated a 

modest degree of deflation which would produce 

some slack in the economy and, at the same time, help 
correct the balance of payments. 7 

Experience has shown, however, that as operated 

in recent years, this policy merely leads to losses in 


output or ‘stagnation’. Furthermore, it is politically ` 


impossible to carry the policy to the point where it 
might prove effective in stimulating competition 
both among producers and labour. In another Hobart 
Paper ae 34), entitled Fuller Employment, published 
(Friday), by The Institute, of Economic 

: Affairs (price 7s 6d), a Cambridge economist, Mr 
M. J. Farrell, ‘rejects these conventional policies. He 


1 Road Pricing: The Economic, and Technical Possibilities. 
HMS.O:Price 4s ба, з, o с, 
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contends that inflation helps to maintain output, that 
exchange rates should be allowed to float to save the’ 
J.K. pouring out its reserves in defence of the 
present fixed parity. He further argues that by linking 
xncomes and pensions to a price index, no one need ^ 
suffer from inflation. . 

Clearly things cannot be left to run unchecked, 
least of all inflation. This, he contends, could be 
halted by ‘a suitable reduction in consumer expendi- 
ture’, while a markedly discriminating payroll tex 
could ensure adequate labour mobility and provide a 
solution to industrial congestion in the South-east 
end the Midlands. Mr Farrell concedes that there is 
insufficient empirical data to assess the probable out- 
come of his policies but he contends, in effect, that 
the country has little to lose except its present econ- 
omic straightjacket. Readers of the paper may be 
intrigued with the apparent novelty of some of Mr 
Farrell’s proposals but there will be many others who, 
Бке` Мг Arthur Seldon in his foreword, will ask 
whether all the institutional rigidities with which the 
economy is currently saddled must really be accepted 
es inviolate and unchangeable. 


PARLIAMENTARY QUESTIONS 

Г President of the Board of Trade is to be 

asked in Parliament by Mr W. 'T. Williams 
(Labour, Warrington), on July 27th, if he will take 
steps to provide that companies should make public 
all payments made to each individual in the com- 
рапу 8 employ and its directors; such. statements to 
include any special arrangements entered into by the 
company with each such individual. ae 

Another Labour member, Mr Arthur Lewis (West ~ 
Ham, North), is to ask on July 29th whether, in his 
proposed legislation to amend the Companies Act, 
the President will make it obligatory for all company 
cirectors to disclose to their shareholders their 

ies, fees, bonuses and commissions. . · 

Sir Ian Orr-Ewing (Conservative, Hendon North), 
will ask, on the same day, if the Government will con- 
&der the use of Investment Reserve Certificates, 
similar to Tax Reserve Certificates, in. order to 
gimulate a level growth of industrial investment, and 
whether any official discussions have taken place with 
industrial leaders on the subject. 

j d 


NEW MINISTRY CRITICIZED 


И kin new Ministry df Technology has come in for 
criticism in the Third Report from the Estimates 
Committee — Session 1964-65, Variations in Estimates | 
published this week. The Committee thinks that the 
Ministry has too many senior civil servants, has been - 
sow in getting studies of industries started and has 
set about its work in the wrong way. The Committee is, - 
cf course, an all-party group. 

It notes that the Ministry up to the middle of May 
Ead not been able to fill the full complements of the 


LJ 
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AULA 


_ TO MEET 
INFLATION 
po Special 
kPolicies with the 


accent on 


. GROWTH 


‘The Crusader Growth Pensions Scheme — · B 


geared to a portfolio of high grade industrial 
^:equities. Both Capital appreciation. and dividends 
аге made available for larger pension payments. 


The Crusader Growth Equity Policy — 


linking Life Assurance SAFETY with Equity ~. 
Share GROWTH. The whole of every premium Sk 


is invested in Units of British Shareholders 
Trust. A double- -growth investment — in the ~ 
Policy- and-in the Unit Trust.;: | 


Ask for full details from. M 


CRUSADER 


INSURANCE COMPANY LIM ТЕР 


: pa 1 E FL ц. mu 
fu . Head Оов: Woodhetet, Reigate, Suner 
| Chief London Office: 52 Lime Street, ЕСЗ . 


TTA SA а 


E TR 
Quo тлар арау А ЈА 


r ge ну 


* 


UNITHOLDERS | 
SWINGS 
PIANO. ro | 


ir 


: ж А WIDE RANGE · -OF PLANS:— ЕС 


The Britannia Guaranteed Savings Plant ` "d 
The Insured Savings Plan offered In con- ` 
junction with ali the Unit Trusts of the 
Save & Prosper Groüp, the Unicom Group 
and the Britannia Group. ` 
AGENTS’ COMMISSION of 2% of the 

. nominal value of a plan is payable; 14% ` 

. In equal quarterly payments for the first | 

year with the balance spread evenly over 
the whole period of the Plan. 


Ж REGULAR ADVERTISING to back up 


your c own sales, efforts.” 


Brokers requiring further information or leaflets 


"for their own use should contact :— 


| -UNITHOLDERS | 
SAVINGS PLANS E 
LIMITED: | 


. KEMP HOUSE, 150 -160 AI, ROAD,. peo 
LONDON Е.С.1 04, `- ·, 
TELEPHONE : CLERKENWELL 9504 | 
t This Plan has been used for mortgage repayment 
in place of a conventional endowment 
a sube. ы иерсе policy. ` 
í. А 
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INVE STIGATIONS. 


Confidential И in 1 civil, criminal 
and commercial cases. Internal larcenies and 
cases of conspiracy, fraud and embezzlement 
investigated. Surveillance. Bona fides of indi- 
viduals and business concerns investigated. 
Financial inquiries. Patent infringements 
and misuse of. trade-marks investigated. 
Cases of corruption and leakages of com- 
; Ноге le a unton that gives the full security of 654,000,000 as essoté. ITA аш ашыга анов шүн а 


‘ Northern Rock uses to the full the best characteristics of these | ша шы. Fany services. . = 7. 
_ long established Societies each of which Is over 100 увага оі. ~. pt +4 
- Their combinéd resources provide а more comprehensive 


| nationwide Ice and added opportunitios helpful 

` сө. For scare inventing: or nie buying ae end Зими W. J. KING'S DETECTIVE BUREAU LID 

" Northern Rock the Ideal Building Society. 2 

ЯЙ ‘(NORTHERN ROCK > воне ' CHANCERY HOUSE 

? Chlef Office: Market Street, Nowcastlo. · Тејерћопе: 28058 53/64 CHANCERY LANE, LONDON WC2 
London Office: 17 Conduit Streat, W.1. Telephone: GRO 3583 


Branches or Agents throughout the U.K. $5 HOLborn 0343-4-5 А London 


| AUTHORISED FOR INVESTMENTS BY TRUSTEES 
MEMBER OF THE BUILDING SOCIETIES ASSOCIATION 












ый Industrial Securities Limited — 


Provides a complete service or the Public Flotation of. 
Compenies 


and in conjuction with 


NEVILLE DEVELOPMENTS LIMITED 


financial arrangements can cften be made to alleviate 

Surtax and Death Duty probl2ms in cases where flotation 

is not appropriate or is not desired by the proprietors 
of the business | 


Neville House, 42-46 Hagley Road, Бш. 16 . 
Telephone EDGbaston 5431–5 тае *Trustnevil" dabas 
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committees set up to study selected industries and 
that no appointments had been made from those 
industries to be investigated to give a gesture of 
. co-operation. These criticisms have been made about 
"а Ministry which it is fair to say has had only a 
limited amount of time to establish itself at a time 
when expertise of all kinds is exceedingly scarce. 
The report touches on one point which has been a 
general source of misgiving from the start of the new 
Ministry. This is the danger of overlap with other 
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Government departments. In the pore the Depart- 
ment of Education and Science and the Department 
of Economic Affairs are the two specifically mentioned. 
They are also the two which have been uppermost in 
critics’ minds all along on this issue of overlapping. 

Until the time comes for a full review of the 
Ministry there is likely to bé mounting criticism that 
it is by no means sure where it is trying to-go and 
how to get there. There-is not unlimited time to 
show the critics that they are wrong. 





This is My Life... 
PAS by An Industrious Accountant 


CHAPTER 286 


T’S easy to be misunderstood. After all the 
darkly suspicious glances that have been directed 
at me recently, Га feel justified in suffering from a 
созсо зод complex. People whispering, muttering, 
ling pointedly silent as I approach . . . all it needs 
now 18 the midnight knock on the door, the booted 
trampling up the stairs, the rubber truncheons and 
the waiting Black Maria with its nameless desti- 
nation. A poor ending for a respectable accountart. 
It all started so innocently. At lunchtime in the 
canteen Scotty, our sales-manager, was indulging in 
some harmless clowning, turning a letter upsidz- 
.Jown and peering helplessly. “The де himself 
Gouldna make out that so-called signature,’ he 
complained. ‘Of all the misshapen illiterate, ignorant 
hieroglyphics ever foisted..on a lang-suffering 
citizen... I 

It seemed preferable to ignore him -with lordly 
nonchalance. I'd sent a number of private but 
reproachful memos.to those of our senior manage- 
ment echelon whose I.O.U.s in the cashier's box 
were becoming dóg-eared with age, ie. over two 
weeks in all. I.O.U.s be it said, are nominally pro- 
hibited, but it's instructive to observe how many tcp 
executives find that they've forgotten their cheque 
books on Friday afternoons. Anyhow, I'd scribbled 
my signature rather hurriedly on the memo maste-- 
copy. 

It was not to be denied that the result was of tke 
avant garde school. The two initials had run into 
the capital of the surname, whose end tailed off into 

impressive squiggle. It was dignified but un- 

ble. ‘Could be Smith,’ said Scotty, ‘or 

4McColquhoun for that matter,’ and he wasn’t all 
«hat wrong. 

So I determined to mend my ways. For the next 
week or so I signed all documents in flowing copper- 
plate. After all, let's be frank, sloppy script is simply 
a sign of mental laziness and slovenly habits. In шу 


E ME 


younger days I had a colleague who had a rubber 
stamp cut with his facsimile signature to speed up 
his correspondence, a lordly gesture of implied 
excess workload which annoyed everyone. Another co- 
worker went one better; his new rubber stamp bore 
the words ‘dictated but not read’ above his name, an 
unwarranted discourtesy which got short shrift from 
his indignant associates. Personally, I have a guilty 
memory, when an inexperienced but crafty company 
registrar, of obtaining a rubber stamp with my 
initials cabalistically entwined and impressing it on 
several hundred dividend warrants with maximum 
speed and justifiable (I thought) complacency. Picture 
my horror the following afternoon when our bank 
manager telephoned in pained reproof to say that 
the -warrants weren't acceptable;. he -insisted on 
individual handwriting on each of them as a statutory 
requirement. 

Somehow my present copper-plate style excited 
some comment. The internal auditor, that lynx-eyed 
stickler for accuracy, put his head casually round the 
door to query ‘Any particular reason for the change?” 
In the bank at lunchtime the senior teller, a per- 
nickety character, commented on it primly. "We'd 
have questioned it but for. the fact that we know 
your hand so well,’ he said. ‘Please complete this 


.revised specimen signature form, just for the record.’ 


Then Prinny our personnel director, who's been 
reading too many books on employees' psychological 
neurosis on his holidays, professed to find some weird 
Freudian significance in the gesture.. 'In-built 
defensive reaction of the subconscious,' he called it. 
. The final straw came when some top ‘who-dun-it’ 
typeon television analysed criminal characteristics one 
evening. Тће potential embezzler, he pontificated, is 
likely to change his hairstyle, grow a beard, wear 
unnecessary horn-rimmed spectacles and alter his 
calligraphy, as first routine steps to evade detection 
and pursuit. | 
Scotty spread the story the following day with 
huge enjoyment, and some of our more moronic 
staff members seemed to believe it. I observed that 
for any normally efficient accountant it was just 
child's play to fiddle thousands annually; we did it 
all the time, undetected,. without stooping to false 
whiskers or forgeries. This а ће facetious 


‘remark achieved equal undesirable publicity, hence 


© t 


the suspicious glances. 
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Finance and 
Commerce 


Stylo Shoes Background 
Te background to this week’s reprint from the 
accounts of Stylo Shoes Ltd, is the take-over 
battle for W. Barratt & Co Ltd which raged just 
under a year ago. At one time there were three bidders 
for Barratt but the battle was eventually between 
Stylo and the British Shoe Corporation whose 
considerably better cash offer was beaten off by the 
acceptance of Stylo's combined share and cash bid 
by the Barratt board and by the trustees of the 
Barratt Pension Fund. 

After the Stylo bid had proved successful it was 
stated that, following. the merger, the combined 
organization in the year g February 1966 
would make at least 1800, ooo a year before tax. Тће 
accounts now presented suggest that a 1966-67 
target of pre-tax profits of £800,000 is a distant one 
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and Mr 5. J. Lewis, the Stylo chairman, admits in 
his latest review that 'continued efforts will be 
necessary for some time before the full benefit of the 
merger will be realized". 
Last April it was stated that the Barratt group had" 

shown losses of £1,450,896 for the period from July 
1st, 1963, to October 31st, 1964, but that over £1:3 
million of the losses were non-recurring. The Barratt 
parent company had shown a loss of £810,172 for 
the period after writing down stocks by £346,202, 
plus a further provision of £115,000 for further stock 
reduction. As will be seen from the reprint, Barratt 
made a profit of £46,108, after charging compensation 
payments of £15,640, in-the*three months to January 
31st, 1965. 


DUE 


The earnings 
organization aide d 


-round indicates major re- 
e Barratt business. This too, 


- place, apart from Ше stock changes, in intereste. 


outside the shoe trade. Barratt had built up property 
and building interests but these have now either been 
cut out or substantially reduced. 

The building contracting subsidiary, Lavender 
McMillan (Contractors) Ltd, was sold at a ‘substantial 
capital loss’. Part of the business of Winter & King 
Ltd, another building subsidiary, was sold and the 


STYLO SHOES LIMITED AND SUBSIDIARIES 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
FOR THE FIFTY-TWO WEEKS ENDED 30th JANUARY, 1965 














52 weeks ended 
tat-Feb: ~ 
pee IS 
t£ 
247,646 TRADING PROFIT FOR THE PHRIOD (Note f (a)) .. . .. T .. 166,651 
£ After charging £ 
Depreciation and amortisatión of fixed assecs other taan freebold, long leasehold snd development proper? 
36,878 (Note 1(c)) ^ .. T 62,646 
8,146 Interest on de debentures, res, mortgages and d unsecured down stock vs «s 39,587 · 
6,497 Bank inte . 2% . m 50,605 
Directors! pol PS 
1,350 . 1,393 
,832 Э ЗИ remuneration 28,703 
4,170 Pension to past directo 2,000 
5,000 Gratulty to retiring dieto E .. .. n: gs -— 32,096 
1,172 Auditors’ remuneration (Holding company £1,410, Subsidiaries £3,240) . ба 4,650 
— Add: Income on Investments — gross 1,593 
247,646 PROFIT FOR THE PERIOD BEFORE ТАХАТРОМ 168,244 
Deduct: Taxation on tha profit for че period ien 1 (9) 
41,000 Profits tax  .. 22,200 
104,000 Income (ах .. 58,000 
145,000 80,200 
102,646 88,044 
— Deduct: Amount attributable to outside preference shareholders of subsidiary .. .. 5,140 
PROFIT ATTRIBUTABLE TO MEMBERS ОР HOLDING COMPANY S While eae denn with А 
102,646 ta ассоци of Stylo Shoes Limited .. 82,904 
40453 ^ Balance brought forward at 1st February, 1964 .. 42,175 5 
— ~ Taxation provided in prior years not required .. deua ЭК hoes ,000 
—— - 3 5147 
142,799 
Deduct: | i 148,079 
70,000 à – 
Proposed rid РА less income пе tax, on £2,676,800 of ordinary | and manage t shares—of w 
30,625 £39,580 of ordi nary s were Issued subeeqt ent co 30th January, 1965 (1964 12 124% on ин 76,257 
s biles CARRIED, FORWARD ‘AT 30th JANUARY, "me of Which 50, ge dealt with lose accounts 
£42,174 . of subsi s £43,822 


2 а : | i 


THE 
ACCOUNTANT 


‘rest of the company’s activities ‘drastically curtailed’. 
In the case of Barratts Investments Ltd, a property 
ош and investment subsidiary which ownec 
а number of the frecholds of Barratt shops and hac Ра 
“Also carried out town centre development schemes. iis 
three of the developments were sold shortly after 52 
the merger. There has also been reorganization ot 
Juven Ltd, a subsidiary with eleven children's-wear 
shops in London and the South which, like the other 

. subsidiaries, had been making heavy losses. | 
In W. Barratt & Co itself, the main trading com- 
pany of the Barratt group, a ‘considerable problem 
with regard to old stocks' has been dealt with and the 
Stylo management is satisfied that the stock pn іє 
down to a more manageable amount and that all 

stock held is ‘good, new and saleable merchandise’. 


Loan Legacy б 
7 Soon after the merger, Barratt group properties were 
gevalued, and freehold and long Јеазеђ old properties: 
~(over fifty years’ life unexpired) showed a total value 
of £6,530,677 — an excess of £3,168,153 over book 
value — the new valuation having been written into 
the accounts. Leaseholds with less than fifty years- 
unexpired showed a value of £1,514,987 against a 
book figure of £204,052, but this revaluation has not 
„Беећ incorporated in the accounts. | | 
' The group position now is that there аге 150 
Barratt shops; 145 shops in Stylo Shoes, and the 
Barratt factory in Northampton from which it is 
hoped to obtain а considerable increase in output. 
But the merger left a heavy loan legacy with Stylo. 
The cash portion of the purchase consideration 
bros to about £14 million and as Barratt group 
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shop fronts 


Plant, machinery and equipment 


Motor vehicles 


easehold land and bulldings 
d and buildings РА 
ment .. 
ebtors and prepayments 


+ 


tt 
CURRENT ASSETS 
Stocks at the lower of cost and replacement value .. ЕТ 


Quoted Svalue £66,462) .. 
oe Rees a Ed re 
Trade and other'd 


Cash in hand 


Net .. 


FIXED ASSETS 
Freehold and lon 
INVESTMENTS AT COST 


30th JANUARY, 1965 
Other leasehold 





£ 
2,037,220 








rrowings amounted to £3 million, Stylo's total 

p borrowings in October r964 rose overnight 

from nil to about £44 million, and in the following 
month Bank rate went up. to 7 per cent. 

Towards the end of 1964, arrangements were made 

with the Prudential Assurance Company. for Barratt 











to borrow an additional £1 million to be consolidated 
with the outstanding 5 per cent First Mortgage 
Debenture Stock 1976—79 into an issue of 6} per cent 
First Debenture Stock 1985 -89. As a result of this and 
the disposals within Barratt subsidiaries, net group 
overdrafts are now down to about £1,400,000 and 
the directors are ‘continually looking into the 
possibility of making further reductions’. 


Longer than Estimated 


Acquisition and reorganization of the Barratt group 
coincided with a period of pressure on the profits of 
Stylo itself. Good weather meant disappointing 
"autumn business, necessitating large reductions in 
"fashion stocks which had been bought for that period 
and the decision was taken to sell off the stocks im- 
mediately at a considerable loss of profit. 
Wages and overheads increased and interest onthe 
£44 million of bank loans had to be met. In the 


immediate future the effect of current economic |^ 


Conditions on the purchasing powers of the public 


STYLO SHOES LIMITED AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET 


ISSUED SHARE CAPITAL OF STYLO SHOES LIMITED (page 8) * 


CAPITAL RESERVES 


(Note 4) 


REVENUE RESERVES 


preinlum account 
General 


Arising on consolidation 


er .. 


Loan stock redemption reserva 


Share 


A 


f 
Ргойе апа loss account balances 


HOLDBRS OF SUBSIDIARY 


E 


MINORITY INTERESTS OF OUTSIDE PREFERENCE SHARE- 


„(мана 5j 


LOAN FROM THH BARRATT PENSION PUND 
CURRENT LIABILITIES 


LUNU TERM LUANRS 


Secured 


rges 
965 (Note 6) i. 


Limited acquired after 31st January, 1 


Taxation 


Proposed dividend, less income tax, on ordinary and management shares | 
* Not reproduced - Ed. 


Outstanding purchase consideration in res 


Overdrafts (secured) A 
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remains to be seen, but the past year setback in 2 


в expected to prove rary. Mr Lewis says 
‘every effort is being Made to realize the potentizl sf 
the assets now employed in the Stylo and Barrett 
“concerns, although present indications are that this 
will take longer than was originally estimated last . 
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Having regard to the extent of the Barratt re- 
organization, Stylo's accounts, dated June 18th, were 
prepared in good time. Mr Lewis comments on the 
*tremendous amount of work' involved and pays 
tribute to the ‘untiring efforts’ of directors, executives 
and staff. 


CITY NOTES 


SIE in gold shares and continued appre- 

hension regarding sterling is a market combinatian 
hardly calculated to instil confidence. But it is tke 
current combination and one which seems likely +0 
persist. 

French rejection of American suggestions for an 
international currency conference seems finally to 

have ruled out what remaining hopes there may have 

een of anything approaching agreement on curreacy 
problems in the near future. 

It would seem that sterling will need all the 
second-line reserves that can be marshalled for its 
protection during the autumn pressure period, and 
there is a growing view that devaluation would 
be a more realistic operation than the throwinz 
in of reserves. 

The Chancellor of the Exchequer has emphasised 
that he will not hesitate to tighten credit and otaer 
controls if the need should arise, even though he does 
not see any immediate need for such a move. 

The stock-market, meanwhile, must continue b 
reflect the continuing and rising doubts about imme- 

4 diate economic prospects. The equity markets se2m 

· ‘bound for still lower prices before a basis of recovery 
is reached. ‘Hedge’ buying of gold shares is likely to 
grow in volume. . 


Rove of the pending introduction of a new 
licensing system are current in the building 
industry. There has been considerable anticipatory 
signing of building contracts, such as there was in 
advance of the imposition of restrictions on office 
building in the London area. 

The theory behind the reports is that the authori- 
ties wish to see heavier building accent placed on the 
public sector, with industrial building development 
concentrated on works programmes designed to assist 
the export effort. 

= * Ф * 

I E: rate argument is stirring again in the 
building society movement. It is broadly agreed 
that the current recommended basis of 4 per cent tax 
paid to investors and 6% per cent charged to borrowers 
provides too narrow a margin for the basis to con- 
tinue for long. Some societies, notably the Co- 
operative Permanent, consider there is a case for 
g 7 per cent on mortgages next year 
Others, the Abbey National in ab consider 
that п li too aoo юы of 7 pee cent There is а 
third view —that the Building Societies Association 
should leave the question of interest rates to indi- 
vidual building societies rather than make overall 

interest rate recommendations. 


RATES AND PRICES | 
` Closing prices, Wecnesday, July 21st, 1965 ~ 
Tax Reserve Certificates: interest rate 28.11.64 34% 


| Bank Rate ' 
Nov. 2, 1961 © 6% Jan. 3, 1963 4% 
Mar. 8, 1962 si Feb. 27, 1964 5% 
‚Маг. 22, 1962 i Nov. 23, 1964 ny 
April 26, 1962 44% June 3, 1965 57. 
Treasury Bills 
May 14 £6 58 June 18 : IIS 9'578% 
May a: n 5 D June 25 ros Ses 
May a8 7: July a йз тоз о-664%, 
{ Tune 4 5 124 9: i July 9 £5 115 909509. 
ue її 5 1м: о 994% July 16 £5 125 463d% 
А. Money Rates 
poets ЧЫ 28. sy 
2 mon 9 
Fine Trade pils 5^ months | 
3 months PRY months 15, % 
months TH months % 
months 748% 


Foreign Exchanges. 
New York 2'793 Frankfurt Iry 
Montreal zoak 1743% 
10044 Озіо ` 19°96} 
Brussels 138:47% Рагіз 13:67 
Copenhagen 19:351 Zürich I2704 
Gilt-edged 
Consols 4% 2 Funding 3% 59-69 871 
Consols 24% Savings 3% 60-70 — 84d 
Conversion 6% 1972 56 Savings 3 А 65-75 72 
Conversion 5$ 95 1974 90 Savings 24% 


i о 
Funding 4% бо-90 фт reasury 2176 37+ 
Funding 34% 99-04 Victory 4% 97 
ding 3% 66-68 War Loan 3196 51% 
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Reviews 


Тће Ensnared Shareholder: Directors and the 
Modern Corporation 


by Ах RUBNER. (Macmillan & Co Ltd, London. 
305 net.) 

For all the talk of shareholder democracy, the simple 
fact is that the divorce between management and 
shareholders in the average public company is 
complete, The theme of Dr Rubner’s book is that the 
only way to ensure that directors do their duty by the 
shareholders is to limit the powers of directors to 
maximizing profits and to leave what he describes as 
the social and charitable tasks to the individual, or 
to the State. Certainly it is difficult to see why modern 
industry should take on the role of fostering the arts 
at their shareholders’ expense, any more than 
management’s. desire {рг peace on the shop-floor 
should encourage the .widespread provision of 
expensive fringe benefits. 

Dr Rubner argues that the simplest means of 
achieving these ends would be the full distribution of 
corporate profits in dividends. This would enable the 
separate taxation of profits to be abandoned and the 
income to be fully taxed in the hands of the вћаге- 
holders to whom it belongs. It would also largely 
eliminate the need for a capital gains tax. 

This is a lively, well-written and timely study, with 
illustrations drawn from America and Europe of the 
plight and occasional revolt of the shareholder. 


Estate and Gift Taxation: A Comparative Study 


edited by Professor G. S. А. WHEATCROFT. (Sweet & 
Maxwell Ltd, London. 35s net.) 


This is the third volume in the series of British Тах 


Review guides and, like its predecessors, comprises 
several contributions which have already appeared in 
the pages of that journal. Many accountants and 
others interested in this branch of taxation will find 
it useful to have this group of related articles on death 
duties and gift taxes as they operate in Britain, the 
major Commonwealth countries and the United 
States within the compass of one book. 

. Apart from descriptions of national systems, 
Professor Wheatcroft in two separate essays draws 
together the main features which distinguish the 
national ‘taxes and, in a final essay, puts forward 
proposals for a new system of estate and gift taxation. 
Much of what he has written has dpparently been 
drawn from group discussions with authors of the 
other essays, together with other,participants in an 
international survey of the subject, sponsored: by the 
Brookings Institution at Columbia University. -. 
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Everyman’s Dictionary of Economics 

Compiled by AnrHUR SELDON, B.COM., and Е. С. 
Раммамсе, B.8C.(ECON.). (T. M. Dent & Sons Ltd, 
London. 252 net. 


"bis alphabetical arrangement of explanations and— 
definitions of economic terms and concepts fills | 
azarly four hundred and fifty pages. While the 
volume is primarily intended for reference only and 
mot to be read as a continuous whole, its readability 
= such that browsing through the pages provides an 
interesting exercise. The outstanding merit of this 
dictionary lies not so much in the range of topics 
covered, remarkable though fhis is, but rather in the 
c'arity of exposition. Many of the entries are minor 
essays and there is no doubt that candidates for the 
examinations of the professional bodies will find this 
vork of reference most helpful, not least for the 
-wmerous entries relating to current topics of interest 
zich as resale price maintenance, rent controls, and „“ 
economic models. A particularly valuable feature of 
ле work is the system. of cross-referencing which 
saables the reader to group together related topics. 
+ useful but concise selection of nooks on each section 
z also included. 


Journal of Accounting Research 

Yolume III, No. r, Spring 1965, published jointly 
xy the Institute of Professional Accounting, Graduate 
=chool of Business, University of Chicago, and The 
London School of Economics, University of London. 

"United Kingdom and European distributors: Gee & 
Zo (Publishers) Ltd, London.) 

Three of the eleven articles in the but recently’ 
zublished Spring 1965 issue of the Journal о 

Accounting Research are contributed by British 
authors. ‘The first, by ‘Mr P. A. Bird, B.8C.(ECON.), 
£.C.A., Lecturer in Accounting at The London School 
= Economics, compares the Ámerican and British 
Taxincentivesto investment. The author concludes that 
zirect comparisons are not easy since much depends 
zn the taxpayer's rate of tax and his cash resources, 
"which may mean that delayed tax reliefs provide an 
inadequate incentive. The American relief introduced 
in 1962 was especially valuable, states the author, 
Since it gave its full benefit immediately, but in its 
tevised 1964 form the relief is now similar to that 
provided in the United Kingdom. 

For the historically-minded, Miss D. M. Livock, 
PLA, F.C.4., a former P. D. Leake Research Fellow, 
reviews the accounts of the Corporation of Bristol 
over three centuries between 1532 and 1835. Тће 
earliest book of account in existence dates back to, 
2532 and it forms the first of an unbroken series of4 
what are termed "Mayor's Audits’ until 1785. The ` 
<uthor believes this system of book-keeping started 
with the grant of the city's charter in 1499. Up to 
=640, Roman numerals were used in this book, 
although from 1 riis onward the total of each page is 
given in Arabic ~ probably a later addition. 
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In an article entitled ‘Some Observation on Brea=~- 
even Budgeting and Programming to Goals’, Mir 
Trevor Е. . Gambling, B.COM., F.C.A., '"Lécturer in 
_ Accounting at Birmingham University, examines 
some recent writings on the question whetler 

ditional double-entry accounting is ап integml 
part of the solution of optimization problems. He 
concludes that all digital computing equipment fraa 
keyboard accounting machines a is capable =f 
proving its own accuracy by other methods than tae 


trial balance. He argues that modern business 


organization has other methods of controlling 88 
activities besides enmeshing them in the intricacies =f 
its accounting system. “Fhe organizational wien cs 
which the- medieval merchant sought from 
double-entry book-keeping methods are поугада“з 
achieved in other ways. 

Among articles by American authors there is zn 
extended discussion of what Mr Richard P. Bric, 

Assistant Professor of Business Statistics at Nez 
bi "York University, describes as an ‘accounting erra? 
defined here as the failure systematically to distir- 
guish between capital and reveriué expenditures агі 
the failure to allocate periodically the original cost 
of fixed assets to expense. He discusses the thesis ca 
the light of nineteenth-century accounting systeme. 

Professor К. J. Chambers, of Sydney Universit~, 
in an article entitled *Measurement in Accounting, 
seeks to distinguish between. the characterist 
differences of measurement and forms of anticipatosr 
calculation so that accounting may be seen as esser- 
tially a measurement and communication system. 
He concludes that if it is seen in this way its rules 
may be freed of the varied discretionary elemens 
which defeat analysis and comparison on the part с? 
those for whose benefit accounting is done. 
; Accountants who are interested in replacemer- 
cost accounts will be interested in a review of = 
research study prepared for the American Institutes 
Accounting Principles Board. The object of = 
study was to examine. the effects of price leve. 
changes upon financial statements. The reviewe- 
Professor К. L. Mathews, of the Australian Nationz- 
University, is highly critical of the report which b= 
summarizes at length and maintains that the enc- 
product is just as confusing and difficult to understan= 
as any of the existing types of account. 


A Baronial Household of the Thirteenth 

Century 

by Marcarer WADE LABARGE. (Eyre & Spottiswood= 

(Publishers) Ltd, London. 255 net.) 

From the evidence of the household roll of Eleano- 
$ de Montford, Countess-of Leicester, and other com- 
4 temporary records,- Mrs 
delightful account of ev y li 
e baronial household. The status- symbol oc 

baron’s power was his castle or, rather, castles. 
= he y had several scattered throughout -th= 
land xul Ni wis ental ta: Lin prestige Ghat he 
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appeared to inhabit them all. A familiar sight, there- 
fore, was the retinue of a baron moving his 
alent household from one castle or manor house to 


“= the household was in residence, the elaborate 
mechanism of living worked smoothly. At the head of 
affairs was the steward who presided over the 
seignorial council and generally acted as deputy for 
the baron. He was assisted by, among others, the 
wardrober (chief clerical officer), the chaplain, the 
almoner and two friars, as well as a number of 
auditors who travelled around overseeing and check- 
ingthe complicated systems of accounts. The domestic 
став included: 

. а chief buyer, а marshal, two pantrymen and 
bust two cooks and larderers, a saucer ~ the 
medieval term for the sauce cook - and a poulterer, 
two ushers and chandlers, a porter, а baker, а 
brewer, and two farriers.’ 

If Mrs Labarge's reconstruction of the feudal life 
appears to be somewhat idealized, it is nevertheless 
restful to read this microcosmic account of a society 
which, although it had troubles enough in the way of 

plagues and local wars, contrived to a contented 
and at times idyllic existence, Yet how could it have 
been otherwise with no atmoic explosions, no super- 


sonic bangs, no strikes or lockouts, no o 


professional , no traffic jams, no television, no 
transistor radio sets — and ale at a bed to e 


farthings a gallon? . | i 


SHORTER NOTICE 


LocaL GOVERNMENT Statistics, by W. Barker. 
(Institute of Municipal Treasurers and Accountants. 
30s net.) This brief guide to the statistics of lócal 
government finance and services prepared by the . 
Assistant City Treasurer of Manchester, and recount- 
ing the positiori as at August 1964, is comprehensive, 
well planned and will prove invaluable to anyone who 
needs, or may need, in the future to consult local 
authority statistics. 


RECENT PUBLICATIONS 


TAXATION OF INDIAN AND FOREIGN COMPANIES IN INDIA, 
by А. С. Venkataraman. 148 pp. 81 X 5j. 30s net. ЇЧ. M. 
Tripathi Private Ltd, Bombay: Sweet & Maxwell Ltd, 


London 

DEVELOPMENT BANK LENDING IN Niagra, by Sayre P. 
Schatz. xiii-- 126 рр. 9X6. 172 net. The Nigerian Insti- 
tute of Social and Economic-Research: Oxford University 
Press, London. 

Essays on Economic PoLrcy - Volumes І and II, by 
Nicholas Kaldor. xxi--2393 pp.; xxii+320 pp. respect- 
ively. 9 x 6. Each sos net. Gerald Duckworth & Co Ltd, 
London. 

STUDIES IN Prorit, Вовгчева SAVING AND INVESTMENT” IN 
THE Unrrep KINGDOM 1920-1962, Моћипе 1, by P. E. 
Hart. University of Glasgow Social and nomic 
Studies, Мо. 4. 229 pp. 9x6. 40: net. еш АПеп & 
Unwin ‚ London. 
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Notes and Notices 


| THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
Notification of Examination Results 


Lists of candidates successful at the May 1965 old 
Intermediate, old Final and new Final Part I exami- 
nations will be displayed (subject to unforeseen 
circumstances) at the temporary offices of the Institute, 
56/66 Goswell Road, London ЕСт (not Moorgate Place), 
on Tuesday, August 3rd. The lists will be published in 
The Accountant of August 7th 

In addition each candidate may expect to receive by 
post at the earliest on Monday, August 2nd, a notice 
stating whether he has passed or failed, together with 
details including any prize awarded or, if unsuccessful, 
particulars of his performance in individual papers. 

The Secretary of the Institute states that informa- 
tion of results cannot be given by telephone or tele- 
gram nor can inquiries be entertained as to whether 
results are available. 


PROFESSIONAL NOTICES © 


Messrs ANNAN, Impey, Morrish & ASSOCIATES 
announce that they have admitted into partnership Mr 
E. L. C. SWAYSLAND, F.C.A., of PRIDEAUX, FRERE, BROWN 
& Co. 'The practice of the latter firm in which Mr 
SWAYSLAND retains his partnership continues un- 
changed. 

Messrs Coorer Ввотневѕ & Co and Соорввз & 
LYBRAND announce that they have taken into partner- 
ship in Kingston, Jamaica, Mr Norman Mc 
` ADAM, С.А. 


Missus Cooper Ввотненз & Co and Соорввз & 
LYBRAND announce that they have taken into partner- 
ship in Nassau, Bahamas, Mr PETER Burnett Evans, 
А.С.А. 


Messrs СООРЕВ Ввкотневѕ & Co and Сооревз & 


LyBRAND announce that they have taken into partner- 


ship in Perth, Australia, Mr Носн MILLARD, A.C.A. 


Messrs CURTIS, JENKINS, CORNWELL & Co, Chartered 
Accountants, announce that they have admitted into 
partnership, as from July ist, Mr Davip PATRICK 
LEONARD НОМЕ, A.C.A., who has been a member of the 
staff since October 1962. 


Ав from July rst the partners of HALLETT, LAUGHLIN, 
CLARK & Co, Chartered Accountants, of 38 Finsbury 
Square, London ЕС2, and the partners of Ковект C. 
Bennetr & Co, Chartered Accountants, of 5 Marsh 
Street, Bristol 1, announce that they have formed a 
new firm under the style of HALLETT, LAUGHLIN, 
BENNETT & Co, in addition to their existing firms which 


will continue as previously. The new firm has office: 
et. Finsbury Square, London ЕС2, and Marsh Street, 
Bristol т, and the partners of this firm are Messrs 
H. D. B. LAUGHLIN, F.c.a., ROBERT C. BENNETT, F.C.A., 
ALAN PUNCHARD, V.R.D., F.C.A., R. C. BLUNT, F.C.A., 
L Н. BANFIELD, F.C.A., D. A. J. DRAPER, D.F.C., F.C.A., 
С. J. W. FAHEY, F.C.A., Там MACFARLANE, Е.С.А., D. J. 
BRAGENT, A.C.A., and PETER STOPPARD, A.C.A. 


Messrs Hopcson, Morrs & Co, Chartered 
Accountants, of 41 North Jahn Street, Liverpool 2, 
ennounce that Mr Norman RUTTER, Е.С.А., retired 
from the partnership on June 30th, 1965, but will 
remain as a consultant to the firm. From July 1st, 1965, 
Иг ANTHONY GEORGE LEWIS, A.C.A., has been admitted 
z partner. 


Messrs Kipsons, TAYLOR & Co, Chartered Account- 
ents, announce that Mr Howarp DUDLEY SHERRINGTON, 
LL.B., А.С.А., A.C.W.A, has been admitted to the 
partnership. 


Mr E. H. LEIGH, F.c.a. „of Messrs EMMANUEL, LEIGA 
& Co, Chartered Accountants, 38 Great Portland 
Street, London Wt, announces that as from July 1st, 
2965, Mr MICHAEL Јонм Morais, A.C.A., who has been 
associated with the practice for some time, has been 
admitted into partnership. The style of the firm 
-emains unchanged. 


Messrs THomson McLinrocxk & Co, Chartered 
Accountants, of 216 West George Street, Glasgow C2, 
announce that Mr Т. Там McLINTOCE, M.B.E., T.D., 
Z.A., retired from the firm on June зоё, 1965. 

Messrs THURLOW, Boyce & Со, Chartered Ac- 
zountants, of т & 2 Holy Trinity Churchyard, High 
Street, Guildford, announce that they have admitted 
into partnership as from July rst,.1965, Mr D. Т. Kent, 
4.C.A., who has been a member of their staff for severa] 
years. The style of the firm will remain unchanged 


Appointments 


Mr Howard A. L. Dawes, a.c.a., has been elected 
chairman of Neville Developments Ltd, and Mr B. G. 
Rose, Е.С.А., has been elected chairman of Neville 
Industrial Securities Ltd. Mr Dawes and Mr Rose 
also become j joint managing directors of both companies. 
These appointments follow the death of Mr G. Roland 
Dawes, F.C.A., and founder of both com- 
panies. 

Mr Kurt Haslinger, B.COM., A.C.W.A., has been 
appointed a director of Rowntree & Co Ltd. 


Mr John Hodgkinson, A.C.A., secretary of Thomas 
Wethered & Sons Ltd, has been appointed a depart- 
mental director of the company. 


JOHN FOORD & COMPANY 


` 137 VICTORIA STREET, LONDON SWI 


Telephone Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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. +, OBITUARY 
George Francis Klingner, F.C.A. 


We have learned with regret of the death of Mr George 
Е. Klingner, F.C.4., a Past President of The Institute 
“of Chartered Accountants i in Ireland and senior partner 
: in the firm of Stoxes 
Bros & Pim, Charte-ed 
Accountants, of Dub-in. 
Mr er, who 
was 62, was the son 
of the late Mr Augustus 
Klingner, F.C.A., end 
served his articles with 
Stokes Bros & Pim, later 
becoming a partner end 
subsequently senior part- 
ner of the firm; he was 
also senior partner of 
Peat, Marwick, Mitckell 
& Co in Dublin. 
Elected to the Courcil 
of The Institute of Char- 
tered Accountants. in 
Ireland in Noveinbes 1951, he remained a member 
until August 1961 and served as Vice-President of the 
Institute from 1955—57 and as President from 1957-38. 
He was also a past Chairman of the Dublin Society of 
Charte Accountants and in. 1957 was the chief 
delegate of the Irish Institute to the Seventh Inter- 
national Congress of Accountants held in Amsterdam. 
A Past President of The Institute of Bankers in 
Ireland, Mr Klingner was for many years chairman 
of the Royal Bank of Ireland. He was also Governor of 
the Rotunda Hospital, a member of the finance 
committee of the Representative, Church Body of the 
Church of Ireland, and chairman and director of a 
number of companies in Ireland. 
У FINANCE BILL REPUBLISHED 
Following its very extensive amendment in Commitee 
and on Report the Finance Bill was republished-on 
` Tuesday. The additions made to it have apparently 
put 22 on the price as.it now costs 16s as against the 
145 charged for the original Bill. 





DOUBLE TAXATION: U.S.A. 


Representatives of the Governments of the United 
States of America and the United Kingdom have 
discussed the effect of the new system of taxation of 


companies which is being introduced in the United: 


Kingdom on the Double Taxation Convention between 

the two countries. Modifications will be required 

particularly i in relation to withholding tax on dividends 

which is dealt with in Article VI, and discussions ere 

taking place with a view to a revision of the Con- 

vention. Both Governments are confident that an 
nched Card Processing Service 
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outcome, M to both ccuntries, will be reached 
at an early date. 

It is contemplated that any new rates of withholding 
tax will operate from January rst, 1966, as regards the 
United States. of America, and from April oth, 1966, 
as regards the United Kingdom. 


ULSTER INQUIRY INTO COST OF 
BORROWING 


Mr C. L. Woolveridge, F.C.A.. a partner in Binder, 
Hamlyn & Co, Chartered Accountants, has been 
appointed a member of a committee of inquiry into the 
cost of borrowing in Northern Ireland. Mr H. V. Kirk, 
the Minister of Finance, announcing the setting up of 
the committee at Stormont recently, said that the 
invitation to Mr Woolveridge had been made after 
consultation with the Bank of England. 

Chairman ‘of the committee is Professor Thomas 
Wilson, whose report'on economic development in 
Northern Ireland directed attention to the problem. 
The other member of the committee is Professor 
Maxwell Gaskin, of Aberdeen University. 


| IN PARLIAMENT 
Redundancy Payments: Income Tax Exemption 


Mr DALYELL asked the Chancellor of the Exchequer 
if he will make a statement about the proposed income 
tax exemption for payments under the Redundancy 


` Payments Bill. 


Mr CALLAGHAN: In my Budget speech I made it 
clear that my proposal to legislate on this point in the 
Finance- Bill was dependent on the progress of the 
Redundancy Payments Bill. I havé now- decided that 
exempting legislation should be introduced next year. 
When the Redundancy Payments Bill becomes law 
I will make a further statement about the proposed 
exemption, so that employers can take account of it 
when making payments e which it will apply; it will 
be framed so, as to cover all qualifying payments made 
after the provisions of the Redundancy Payments Bill 
come into force. 

Hansard, July 14th, 1965. Written answers, col. 8r. 


Short-term Capital Gains Tax: Inland Revenue 
Powers of Inquiry 


Mr Srratron Mis asked the Chancellor of the 
Exchequer, how many times the Inland Revenue have 
used their powers under the Finance Act, 1962, to 
obtain -information concerning short-term capital 
gains tax; and if he will set out in tabular form the 
source of i inquiry. А 

Мг MAacDERMOT: These 2OWers | are available 
where there has been a suspected failure to make an 
adequate return. It would not b2 in the public interest - 
to disclose particulars of their све. 

Hansard, July 16th, 1965. Written answers, col. 124. 
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THE CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 


At a recent meeting of the Executive Committee the 
chair was taken by Sir William Carrington, Е.С.А., 
President. of the Association, end eleven members 
were present. 

Applications for assistance 
Eight new applications for assistence were considered. 
In four cases both grants and donations were made; 
in one case a grant and in two cases donations only 
were made. One application was refused. 

One new case is that of a married member in the 
provinces who suffers with disseminated sclerosis a3 a 
result of military service in the Second World War. 
Due to his disability he can only earn a small salary 
which is supplemented by a war disability pension. 
A donation of £250 was given tc clear debts and buy 
clothing. The position is being watched by a member 
of the Institute in the locality. 

‘Twenty-five applications for further assistance were 
considered; seventeen grants were renewed, two were 
increased, two were reduced owing to improved cir- 
cumstances, three were deferred pending further 
information and in one case no further grant was 
made. One application for renewed assistance from 
the Special Fund was granted. 

Changes in circumstances 
Changes in circumstances were reported in twelve 
cases and grants were adjusted or donations made. 
The deaths of four beneficiaries were reported, one a 
resident in a home of Crossways Trust. 


Cost of living 
In view of the further rise in tbe cost of living since 
1963, it was decided to make certain increases in the 
scale at which relief is afforded. 


THE BRITISH SYSTEM OF TAXATION 


The Central Office of Information Pamphlet No. 10, 

‘entitled The. British System of Taxation (last issued in 
1962) has now been revised and is available from Н.М. 
Stationery Office, price 4s ба. The ‘pamphlet’ is, in 
fact, a booklet of some sixty pages. It sets out ће 
purposes and principles of the taxation system end 
gives details of the administraton and collection of 
direct and indirect taxes, P.A.Y.E., and local rates. 
There are also a number of useful tables. 


BACK ISSUES OF THE ACCOUNTANT 


'The University of Southern California School of 
Business and Department of Accounting Libraries is 
desirous of obtaining back issues of The Accountant. 
Readers who may have bound or unbound volumes for 
disposal are invited to write to Dr J. W. Pattillo, 
School of Business, University of Southern California, 
Los Angeles, California 90007, U.S.A. 
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CHARTERED ACCOUNTANT WINS 
. QUEEN'S PRIZE AT BISLEY 


арт. J. A. Allen, F.c.a., won the Queen's Prize at 
=isley last Saturday, with another chartered account- „= 
aat, Lieut R. J. Cade, a.c.a., tying for second place. 
a point behind. 

Capt. Allen, а former Royal Marine Commando, is 
з partner in the London firm of Hughes & Allen, Char- 
теа Accountants, and a member of the Committee 
o€ the London and District Society. In the final shoot 
wer 1,000 yards, he scored ten bulls and five inners to 
owertake his fellow competitors and win Bisley’s 
oremier trophy. Lieut Cade, who shared second place 
-ith Mr T. R. Hills, lives at Welwyn Garden City, 
-lerts, and was admitted fo membership of the 
“astitute last March. 


FIRM’S CENTENARY 


To mark the occasion of the centenary of J. & A.W. =. 
-ully & Co, Chartered Accountants, a dinner was held, 

:» Bristol on July 6th, attended by the partners ana 4 
heir business associates. 

'The practice originated in Sheffield in 1865 where 
T. W. Sully was in partnership with A. Allott, describ- 
ng themselves as Public Accountants. In 1873, A. W. 
=ully joined his uncle, J. W. Sully, as a clerk and later 
zatered into partnership. 

Until 1960, on the death of the Jate A. Victor Sully, 
sC., J.P., Е.С.А., а member of the Sully family has 
always been i in the partnership. 

A further celebration to mark the occasion was held 
ж July 9% in Taunton, at which suitably inscribed 
zifts were distributed to all members of the staff. 


CORRECTIONS 


In the paper ‘What investors want from company ЁЙ 
accounts’, by Mr Angus F. Murray, M.A., F.LA., 
-»produced in our issue of July 3rd, the figures in' 
zolumn two of Appendix B (page 15) relate to the 
year 1962, not 1964 as stated. 


In our leading article last week on the meaning of 
xistributions for the purpose of corporation tax, there 
was a misprint in the treatment of paragraph (2) of 
what is now Schedule 11 (formerly Schedule то). This 
provides that in general expenditure incurred on benefits 
znd facilities provided by a close company for a 
participator or his associate are distributions. However, 
the proviso to paragraph 9 (2) excludes from the scope 
of the sub-paragraph expenses which fall within 
section 161 of the Income Тах Act, 1952 (Schedule E); 
dkewise expenditure on retirement benefits. The 
drafting deficiencies of paragraph 9, to which we drew 
zttention, seem to be contagious. 
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tory moathly balance of trade figures, but its longer-term plans 
for economic growth. The new economic plan promised for the 
autumn is based upon an increase of 25 per cent in the national 
product by 1970. This is hardly a striking rate of growth, but it 
should be zttainable, subject to meeting two requirements. First, 
that the United Kingdom does not have any mote periods of 
*stop-go', and secondly, tbat it can increase its exports by about 
5 per cent. 

Whether the latest deflationary measures announced by the 
Governmert this week are likely to ensure that the foregoing 
requirements will be met in due course, remains to be seen. 'The 
CHANCELLOR is clearly determined to reduce the pressure of 
demand for labour and thereby achieve what he terms 're- 
deployment’. At the same time he doubtless hopes that with the 
lower demand for labour, Mr Brown’s incomes policy will at last 
enjoy the environment in which it may have some likelihood of 
success. The cuts in the local authority housing programme and 
the failure to offer cheap housing loans will prove a bitter dis- 
appointment to many M.P.s as well as electors. Such measures 
should, however, drive home the seriousness of the present situa- 
tion far more than any pronouncements from Downing Street ог. 
the O.E.C.D. 

Unfortunately, similar measures in the past have been accom- 
panied by an overall reduction in economic activity and output. 
Furthermore, in such a climate labour tends to cling with even 
greater fervour and determination to its restrictive practices. In the 
past decade Government has not been noticecbly keen on support- 
ing employzrs who have occasionally ventured to suggest that the 
time had-come for a stand against excessive wage increases and 
excessive manning of plant among other res-rictive practices. 

There is precious little scope for stimulating exports by 
improving export credit facilities; much has been done in recent 
years already. Tax incentives are impracticable under the in- 
ternational zonventions. More could, however, be done to improve 
the efficienzy of transport, both on rail and road; there is even 
more scope-for higher efficiency in the docks and ports of Britain. 
There is, in short, no royal гдай to higher exports except that of 
higher procuctivity and lower costs. If the past twenty years have 
proved anything, it is that without the stimulus of competition 
neither labour nor management is over-concerned with efficiency 
if its enforcement means trouble. 
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Business Assets Relief - II 


AST week we were discussing what was 
originally clause 31 of the Finance Bill. 
Following completion of the report stage 

the Bill has now been republished as amended, 
and clause 31 has become clause 33. Clause 33 (8) 
deals with the situation where there is change of 
user during the taxpayer's ownership of the old 
assets. If the old assets were not used for the pur- 


poses of the trade throughout the period of owner-- 


ship, clause 33 applies as though there were a part 
of the assets which qualified, that part being a part 
representing the use of the whole assets. 'T'hus if 
an asset was used throughout one-half only of the 
period of ownership, and fully so used during 
that one-half, then clause 33 applies as though 
half the asset had been used for trade purposes 
throughout the period. It is to be observed that 
the phrase ‘for the purposes of the trade’ are not 
prefaced (as they are in section 137 of the Income 
Tax Act, 1952) by the words ‘wholly and ex- 
clusively'. Of course the ownership can go well 
back before April 6th, 1965, during which time 
possibly no records were kept of the extent of 
business user. It seems odd that the taxpayer 
should be penalized by non-business use occurring 
before the period during which capital gains are 
supposed to accrue. It would have been far easier 
and fairer to stop at April 1965 in this general 
inquest into business and non-business user. 

Headaches can be expected in the case of 
partnerships. It seems from clause 33 (4) that 
unless an individual partner has an interest in the 
assets as such he will not be entitled to any clause 
33 relief. Thus if, under the partnership agreement, 
he is only entitled to an amount of cash as it were, 
in the same way as the contributory of a company 
in liquidation, he can obtain no relief. Suppose he 
does have an interest in the old assets and an 
interest in the new assets which replace them, but 
it is not the same interest in each case. Perhaps 
the change in assets is accompanied by a change in 
the partnership proportions, under, which while 
he was entitled to one-half of the old assets he is 
entitled to two-thirds of the new. In that case he 
receives relief only in respect of the smaller of the 
two shares. 


If we may say so, bad law makes hard cases 
"This is nowhere more strikingly exemplified thai 
an the Finance Bill as originally drawn. At th 
committee stage there was much criticism of th 
way in which the new capital gains tax penalizec 
the man who had built up a business from nothin, 
end who sold it to provide for his old аре. ТЬ 
Government promised to bring in a new claus 
to give relief on retirement and clause 34 is th 
result. 

The first thing to notice is the rubric to th 
tlause, which is ‘Transfer of business on retire 
ment’. Nothing could be more misleading 
because if there is one thing which is not neces 
загу in order to obtain the relief it is retirement 
Nevertheless, when introducing the clause in th 
House of Commons the FINANCIAL SECRETARY 
то THE Treasury used the word ‘retirement 
seven times. The essential prerequisite of thi 
relief is that the person disposing of ‘busines: 
assets’ or shares іп a family company must havı 
passed his sixtieth birthday at the date he dispose. 
xf ‘chargeable business assets’ or of shares. If hı 
із 65 or over, he is able to set-off up to {£10,001 
against the aggregate capital gains on the dis 
posal. If he is younger, the £10,000 tapers dow! 
zn a time basis until it becomes zero on a disposa 
=n the day before the taxpayer's sixtieth birthday 
It is quite unnecessary for him to give up gainfu 
=mployment either in the business in question o: 
at all. 

Another prerequisite of relief is that the dis 
тоза] must be ‘by way of sale or gift’ (clausi 
34 (1). This recalls that even if one gives 
Zroperty away, one can be mulcted in capita 
zains tax. The FINANCIAL SECRETARY put thi: 
extension to gifts as a virtue of the clause. But i 
azems rather hard that a man who sells hi 
zroperty should receive the relief, but not th: 
ап who exchanges it for other property, such a: 
an annuity. 

Clause 34 (1) sets out the two different specie: 
of transactions in two paragraphs (а) and (b) 
one dealing with the disposal of business assett 
:he other with the disposal of shares and securitie: 
>а the family company. It is convenient to dea 
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with them separately. Paragraph (a) deals with 
the disposal of: 


. ‘the whole or part of a business which he 3.3 
e owned for the period of ten years ending with -E2 
disposal" 


which we will call ап (а) disposal’. The first 
ambiguity lies in the meaning of ‘which’, Must 
the taxpayer have owned the whole busins 5 
when he disposes of part of it, ог із it sufficiert 
to have owned that part for ten years? Gram- 
matically there is little to choose between the two 
interpretations. For what it is worth, the Frnat - 
CIAL SECRETARY TO THE TREASURY told the House 
of Commons in effect that relief applied = 
both cases. He said: 
‘Where the business . . . is owned by the шаа 
€ either alone or in artnership with others, the re i-f 
will still be available but, again, he must hare 
owned the business either alone or jointly with сз 
fellow partners for the last ten years before -Fe 
time of the disposal.' 
The clause itself says nothing about partnershi»«, 
nor does the draftsman seem to have had them za 
mind. It often happens that when a partnc 
retires he gives up his interest in the partnershm 
assets in return for a consideration which is nc- 
money, so that there is no sale, but rather ат. 
exchange. On a strict construction of the claus 
such а person would receive no relief. Some 
„4 times a senior partner lets partnership propert 
to the partnership on an understanding that the 
property will be available as long as he is a memt e- 
of the partnership. In such a case the freehold, = 
distinct from the firm’s lease, is not part of the 
partnership property and will presumably rc 
qualify for relief. 

This brings us to the kind of assets whica 
qualify for relief. Clause 34 (2) directs that wher= 
paragraph (a) applies 

*the gains accruing to the individual on the disposzl 

of chargeable business assets comprised in tir 

disposal by way of sale or gift shall be aggregatec. 
and only so much of that aggregate as exceeds the 
amount available for relief under this section shal 
be chargeable gains (but not so as to affect liabil tz 
in respect of gains accruing on the disposal of asset 
other than chargeable business assets)’. 

What then is a ‘chargeable business asset’? It E 

defined in clause 34 (6) as: 

‘an asset (including goodwill but not includiaz 

shares or securities or other assets held as invest- 

ments) which is, or is an interest іп, an asset us2J 
for the purposes of a trade, profession, vocaticr, 
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office or employment carried on by the individual 
or as the case may be by the individual's family 
company, other than an asset on the disposal of 
which no chargeable gain accrues’. 
There is a further exclusion which is confined to 
relief on disposal of shares or securities of family 
companies, 

Thus although the word ‘business’ in clause 
34 (1) is not defined, clause 34 (2) (6) makes it 
clear that the asset must have been used for the 
purposes of a trade etc. These various kinds of 
activity have the same meanings as they bear in 
the Income Tax Acts. And the business must have 
been ‘carried on’ by the individual, presumably 
at the time of disposal. There being no reference 
to partnership, must one assume that a single 
partner in a large firm carries it on? And what of 
a sleeping partner? He may have been an active 
partner until a few months before he is bought 
out. On the other hand, he may be the kind of 
sleeping partner for whom the whole thing has 
always been a pure investment. Whether sleeping 
partners are included or excluded there are 
bound to be anomalies. It is a pity that the draft- 
ing did not take them into account. 

The exclusion of ‘shares or securities or other 
assets held as investments’ gives rise to more 
uncertainty. Clause 45 (1) contains one of those 
definitions familiar in the taxing Acts which are 
no definition at all. ‘Shares’ are to include stock, 
while shares and debentures comprised in an 
allotment letter are to be treated as issued unless 
the letter is provisional and has not been accepted. 
There is no definition at all of securities. What of a 
moneylender or banker? Securities are part of his 
stock-in-trade and are no more investments than 
is pawnbrokers’ pledge stock. The draftsman has 
calmly assumed that securities must always be 
investments. It seems that in practice ‘shares or 
securities’ will be read as excluding shares or 
securities which are in fact part of the trading assets. 

We have already pointed out that the taxpayer 
need not retire in order to obtain the relief. He 
need only dispose of business assets after attain- 
ing the required age. However, he cannot, by a 
series of disposals, obtain more than the maximum 
£10,000 relief. This is the effect of the first part 
of clause 24 (4), which also directs that the relief 
be applied in the order in which any disposals 
take place. 

(To be continued.) 
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for Replacement Decisions 


by JOHN W. MATTHEWS, B.Sc.(Econ.), F.C.A. 


N a previous article? the writer advocated the 

segregation of depreciation of use assets from 

any provision for their replacement. If this 
reform in accounting procedure were adopted it 
. would make possible a further improvement in 
accounting data, which would be of great value 
as an aid to operational efficiency. 


Cost Less Depreciation not a Valuation 


Customary practice uses what is ostensibly a dual- 
purpose, but is, in fact, a treble-purpose adjust- 
ment. It covers, with some straining which at 
times causes it to break out at the seams, both 
depreciation and provision for replacement. Тће 
third effect is that capital also is maintained 
though not expressly and, as it happens, not 
exactly but only more or less: more when prices 
generally are falling and/or the particular prices 
of durable-use assets are rising; and, which is 
more serious, 1255 when prices generally are rising. 

The result of this determination to cover, in the 
depreciation adjustment, the recovery provision, 
which may with good reason be apportioned 
equitably over the years, is that, as has long been 
recognized, the balance sheet value of any durable- 
use asset — unless it is newly acquired or, some- 
times, when it is due for replacement — will only 
by coincidence present a realistic valuation of the 
asset at that date (as fixed assets are lumped 
together in the balance sheet the exceptions are 
of no account). | 

The requirement in the Eighth Schedule, that 
fixed assets shall be shown at cost or dated 
valuation, and depreciation as an aggregate 
accumulation is, among other things, a recognition 
of the fact that what the ordinary balance sheet 
shows is not an assessed value of these assets but 
a summing-up of events — of long-term expendi- 
ture at various unspecified dates in the past, and 
of sums allocated from gross earnings to maintain, 
it is assumed, fixed investment in operations. 


1 *The Depreciation Device’, The Accountant, August aand, 
1964. 


Value in-Use 
It used to be argued that the book value of a 
axed asset, cost less depreciation, represented its 
alue in use’. Few accountants today believe this 
Zleasant fiction. It was, nevertheless, founded 


zpon a significant notion. There is a value in изе. 


hich differs from the market price of the asset? . 


Value in use has been explained theoretically as 


· ze present value of future net benefits to be 


zained from the asset. An estimate of value in use, 
-aerefore, would be an estimate of the present 
zalue of estimated future benefits. The definition 
з illuminating, but does not seem of much value 
yr practical accounting. 


When Should an Asset be Replaced? 
There are thus two prices which can be put 
-pon any asset held for use – the price which can 
ze obtained by sale second-hand; and the price . 


at which the owner would be willing to sell. These * 


nay be called, respectively, the bid price and the 
zffer price. The latter is the measure of the value 
= use. An asset will be replaced, it should follow, 
when the owner or the management deems that 
=e bid price is at least equal to the offer price. 
But this does not take into account the benefits 
D be expected from the replacement, and is there- 
re an insufficient basis for the replacement 
Zecision. 

The decisive portion of value in use is the 
=xcess of the present value of future net benefits 
zver the present value of the future net benefits 
= be gained from alternative investment. А time 
zraph for this excess may be envisaged, showing a 
‘ne declining from positive to negative; the point 
<f intersection with the zero line indicates the 
Zate at which replacement is due. 


=pecial Computations and Annual Appraisal 
For most durable use assets the question of 
zeplacement is seriously considered only within a 
period of two or three years of the end, as origin- 


* 
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ally estimated, of its useful life. Sudden ob- 
solescence caused by technological change, or аг 
expansion in demand, or a change in labour cost: 
ог site value, or some reorganization elsewhere ir. 


е firm may, however, upset prior estimates o7 


replacement timing by many years. 

We are familiar with the arithmetic for com. 
paring, within the limits of an adopted genera. 
policy (this avoids the necessity for multi- 
decision analysis), alternative investment proposi- 
tions .— the 
comparison. Such ad hoc exercises may be ex- 
pected to be undertaken in those special cases. E 
would be possible to make a similar calculation 
for every fixed asset, ог at least for every ma‘o~ 
fixed asset, once a year. Perhaps in some busi- 
nesses this is done. However, it may be though- 
„ too laborious a procedure for full implementation. 

What is needed for annual appraisal is not _ 
statement of comparison as far into the future as 
the accounting eye can strain, but a comparison 
for the ensuing year only, with end estima-e: 
brought into account, these forming the basss, 
subject to reappraisal, for the next year and so оп 


Depreciation Unhampered 


The purpose of this article is to attempt the сор. 
struction of a form of record for a durable tse 
asset which will produce such a comparison az 
з each annual accounting date. This is mad- 
“feasible by the freeing of depreciation from neces- 
‘sary arithmetical equality with capital mainten- 
ance provision, and the latter from confusion w-th 
excess cost of replacement reserve. 

Depreciation, if defined as explained in th- 
previous article referred to above, might bs 
shown in the books in the form of memorands 
only, to be included in the balance sheet as 1 
deduction from fixed asset cost and from ownere 
capital. Its importance there lies in ensuring a1 
objective investment base upon which орегайопа 
yield can be appraised. Provision would be mads 
in the accounts for capital maintenance ‘ос 
recovery), which is the true amount to be charged 
as cost incurred. | 

Capital maintenance provision for the yea 
should, properly speaking, differ from the year’s 
depreciation only by the currency value chang= 
adjustment, if any. (A supplementary excess cos 
of replacement reserve may be necessary 202 


particular, as distinct from general, price -n- ` 


creases.) The capital maintenance provision па“ 
be spread more or less evenly over the years b= 
building up an excess over estimated real de 


* 
• 
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preciation. If investors have a right to reliable 

information, then any such smoothing operation, 
to equalize profits ought to come openly from 

revenue reserves and not through what amounts 

to a manipulation of the profits themselves. 

Against this it may be argued that at the end of 

each year there is much unfinished business which - 
calls for large estimation, that true profit realiza- 


_ tion is staggered over various periods, not co- 


inciding at all with the accounting year, and that 
therefore the interim assessments shown as net 
profits for consecutive years can justifiably be 
evened out. In so far as depreciation, estimated as 
diminution in future net benefits, is accepted as 
being accurately measured for: each year, this 
argument loses much of its force. Although 
capital maintenance provision, as stated above, 
is divorced from this figure, it is nevertheless 
proportional to it. 


Data Required 
In general terms the comparison required would 
comprise : 

(a) the estimated net contribution for the ensuing 
year from existing equipment, plus its estimated 
selling price in one year’s time discounted 
back to present value, against; 

(5) the net contribution for that year from alter- 
native equipment, minus capital outlay required, 
plus current selling (trade-in) price of the 
existing equipment, plus the present value of a 
year-end valuation 4 the alternative equipment. 

It will be noted that selling price at the year 
end is relevant for existing equipment but not 
for the possible replacement. Апу costs of dis- 
mantling and erection would have to be included 
in (5) besides, if material, the estimated loss of 
contribution (towards profits and жаы 
charges) during changeover. 

Objection may be made that for many, if not 
most, items of equipment, specific revenue from 
which to estimate contribution cannot ђе identi- 
fied, revenue accruing as the result of the com- 
bined services of various use assets as well as of 
working capital. This difficulty is resolved by the 
use of alternative cost, that is subcontract price 
or market price of the servicel, 

Again, it may be argued that the arbitrary 
estimation of annual depreciation is merely 
shifted from equipment actually owned and in 
use, to potential, in a sense non-existent, equip- 
1 This contrivance, an extension of the well-known practice 
of deriving а manufacturing profit against wholesale prices, 
is particularly useful in cost accounting (see Accounting 


Theory and Method, by jJ. W. Matthews, Hong Kong 
Univeraity Press, 1964, Chapters-6 and 7). 
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ment, and that this makes the figures even more 
dubious than those obtained by the traditional 
procedure. The answer to this is that the depre- 
ciation estimate by the proposed method only 
comes in for comparison to. provide the best 
available data for replacement timing. A fair 
value in use for existing equipment giving an 
objective assessment of incurred depreciation, is 
obtained independently of this. 

Contribution means, of course, the contribu- 
tion — actual or notional – towards meeting general 
overheads and earning profit; that is, gross 
revenue or alternative cost minus avoidable 
expense (normally the variable costs of operating 
the equipment). 


Option to Discontinue 


А. complete appraisal would require the inclusion 
of a third choice: 


(с) the current market yield on the current second- 
hand selling price of the existing equipment. 
If this exceeds the estimatec net benefit from 
either (а) or (Б); then the particular- operation is 
shown to be unprofitable anyhow. 

This comparison can be obtained by showing 
the net contribution for the year as a percentage 
of the said selling price. If this is below the current 
yield on reasonable securities, then the ‘alterna- 
tive cost', subcontracting or purchase is to be 
preferred, although the advantages of control 
over supplies and quality would still have to be 
weighed in the decision. In fact four possibilities 
are compared altogether: (1) existing equipment; 
(2) alternative equipment; (3) contracting out; 
and (4) non-operational investment; though this 
last is only possible for an end product, where 
contribution is actual, i.e. related to sales. The 
decision as to discontinuance would have to 
bring into account all notional contributions 
involved in the discontinuance. 


Tabulation of Data 


The record could take the form illustrated in 
Fig 1. It is not much more difficult to compile 
than what is required in the ordinary register of 
fixed assets. | 

The column containing actual results is, 
paradoxical as it may seem, secondary memoranda 
only. These figures are available only at the end 
of the year ; they are useful for reference in making 
the estimates for the year ahead. The rate of 
discounting for present value would be the 
contemporary rate of interest on borrowed funds. 
Current payments and receipts, being spread 
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слег the year, ought, strictly, to be discounter 
to beginning of year value but this refinemen 
seems hardly necessary. 

For specialist machinery, selling price canno 
easily be estimated. On the other hand it will have 
wsually, the counter-advantage of cost record 
from which other details can be obtained, a 
egainst non-manufacturing use assets, such a 
motor vehicles. For the latter, as an example 
the year’s output would be estimated in ton 
miles (lorries and vans), vehicle-miles (publi 
passenger transport), passenger-miles (taxis) 
‘There should be no great difficulty in estimating 
2.so, alternative cost per unit, and repairs 
maintenance and running costs. 


Estimating Value in Use 


The figure for value in use (items 15, 16) would b 
the net contribution for the year plus the presen 
value of a series of diminishing contribution: 
including residual proceeds. The rate of diminu 
fon would have to be estimated (fall in output 
crease in repairs and running costs), and th: 
series would end at the point where this diminu 
toon reduced the excess benefit (No. 14 in Fig 1) t 
zero. It would not be a long computation and 
ethough there will be much uncertainty in th 
estimates, the resulting figure would be les 
hazardous than any obtained from the customar 
initial estimates of useful life and residual pro 
сзедз, if only because it is reassessed every year 

An easy alternative would be to add the en: 
selling price (at present value) to the estimate 
contribution for the year. This would be а: 
extremely conservative valuation and it might, fo 
that reason, appeal to a board of directors as : 
means of adding to their hoard of secret reserves 

"This record may, as suggested above, be kep 
аз memoranda only, fixed assets remaining in th: 
kdger at cost as a record of long-term capita 
expenditure. When an asset is fully depreciatec 
zccording to the register, which can only occu: 
when it is no longer in use, the cost must be 
written off against capital maintenance provision 
There will be no balancing adjustment of fina 
gain or loss. In the balance sheet, durable-us: 
equipment can be shown as: 


‘At estimated value in use /——. 
(cost £ ). 
Aggregate depreciation would appear on thi 
abilities side as a deduction from members 
interest, followed by the addition of real capita 
maintenance provision. This would show clearly 
the resources earmarked for maintaining, subjec 





„^^ (7) Output (units) 


$ 


July 31st, 1965 


: THE 
ACCCUNTANT 


131 


FIGURE 1 


Type of equipment: Ll. 


Date of acquisition: 


Existing Equipment 
Estimate 


Actua 


(1) Capital outlay 
(2) Cost of changeover 
(3) Running costs: 

per hour .. 

per annum 5 
` (4) Repairs and maintenance 
(5) Other avoidable costs 


х 


(6) Total outgoings 


x 


(8) Revenue or alternative cost: 
5 per unit .. 


x 


per annum 


х 


Selling price of present equipment: 
(9) current 
(10) епа of year (present value) 


(11) End of year value of alternative 
equipment (present value) 


(12) Total credits 
(13) Net benefit .. 





19— 
Alternative] Existing EC NEU Alternative 
Estimate EC NEU Estimate | Estlmate 
x 
x 


х 
х 


[$ | ххх 
15] ххх 


х 
х 


х 
х 


x 
х 


х 
х 


x ТЕ | 
хіх 


(2096 of 9) 


¢ (14) Excess 


(Deficiency) 


Estimated value In use: 
(15) opening .. 
(16) closing 
(17) Depreclation for the year 


(18) Aggregate depreciation 


to particular price change, fixed investment at 
the existing scale of operations. A less complex 
presentation for the layman would be to show 
only the difference between the two amounts, 
capital maintenance provision and depreciation. A 
note of aggregate depreciation would then Le 


- necessary, to comply with the Eighth Schedule. 


If fixed assets are depreciated in the ledger, tke 
corresponding debit entries might, as explained 
previously, be accumulated in a ‘Fixed Carital 
Depreciation Account’, or they might be entered 
in Capital Maintenance Provision Account against 
the provision. 


x 


(9 


| 
| 


[хх x x 


In theory, after a period of currency apprecia- 
tion (deflation or general fall in prices), the pro- 
vision will fall short of depreciation. To meet 
the legal restriction on reduction of nominal 
capital, a capital reserve equal to the shortfall 
would have to be raised and designated ‘Statutory 
Capital Reserve’. It would represent the compul- 
sory increase in real capital, required to maintain 
the nominal capital. Any objection to increased 
complexity in published balance sheets which 
would be caused by these items should be 
referred to the Legislature; accountants are not 
to blame for it. 
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Assessing the Profizability of Future 
Capital Projects - II 


by J. K. STEWARD, C.A. 
Head of the LC.L Mathematics and Computer Department of Management Services 


Techniques for Measuring Profitability 
O far, throughout this paper, yields on invest- 
ments have been quoted on the basis of one year, 
or arraverage yield over the life of the investment. 
These bases have a number of fundarnental limitations. 
First, the yield of a particular year is frequently not 
representative of the project over its life. In Cases IV 
and V, in the year when the plant is first operated to 
capacity, which might be a year that would generally 
be selected for assessment, the profit is greater than 
any other year. Secondly, the use of averages takes 
no account of the pattern of profits and losses. A 
project with Josses in early years but with the same 
average return as another project which has profits in 
early years, is clearly less attractive. Furthermore, no 
account is taken of the outlays incurred on construc- 
tion of a plant before manufacture and trading begin. 
. The cost of financing will vary with the amount 
of time taken to install the equipment, and clearly a 
project with a long construction period will be more 
expensive than a project with a short construction 
period even when the same total investment is re- 


Various techniques are now being used in industry 
to overcome the limitations inherent in the use of a 
one year basis and average yield calculations. Тће 
three main techniques are the pay back period, the 
pn worth ара and the discounted cash flow 
method. 


Pay Back Method 


30. The pay back period is a calculation of the 
period of time that elapses before the amount of the 
investment in fixed Mid Gedling capital is repaid from 
income: in Cases IV and V the pay back period 
would be calculated thus: 


CASE IV CASEV 
Outflow on capital £200,000 £200,000 
investment A Annual Cumulative 
£000 £000. {ооо £000 
Year 4 Cash inflow 
(net profit 
plus depre- 
ciation) 79 T9 Тї T 
» 5 313 392 273 344 
» 6 52'6 9r8 43:6 780 
„ 1 751 1669 591 1371 
» 331 2000 62:3 1994 
».9. 28 e — — 0-7 2000 
Pay back period .. 4'4 years 5-0 years 


The concluding part of a paper presented at the Oxford 
Summer Course of The Institute of Chartered Accountants 
in England and Wales on July 17th. 


Where there are a large number of projects the pay 
back period can be a useful, although rather crude, 
teol in helping to classify projects; it does not, 
however, classify projects according to profitability 
a though it is a first step in taking into account the 
tme factor. 


Present Worth Method 


31. The present worth method is a method of 
cassifying projects according to the true level of^ 
profitability and involves the discounting of cash flows 
ower the life of a project at a selected fite of interest. 
Where there are several possible schemes, and the 
fature cash flows are discounted at fixed rates of 


J 


imterest, the projects with earnings that have the . 


greatest present worth in relation to the capital 
investment will in most cases be the most profitable 
a.ternative projects. 

32. The present worth method of assessment has 
tae merit that various interest rates can be selected to 
meet individual needs; thus Bank rate might be 
siitable if this is typical of the return being earned 
Ly the business, so that when the present worth 
calculations are complete there is an indication of how 
rauch better (or worse) the project is in relation to the 
Eank rate. Similarly, rates based on cost of borrowing 
might be more appropriate to show the additional 
worth over and above the cost of the loans of the busi- 
ress, Perhaps the most common rate adopted, how- 
ever, is the rate of interest (after all taxes) that the 
Eusiness regards as acceptable for its average invest- 
ment in the industry. en this rate 18 used it is 
relatively simple to filter out those projects that аге 


\ 


» 


vnacceptable and to select those that will improve the . 


profitability of the company. 


Discounted Cash Flow Method 
33. The discounted cash flow method of assessment 


is the method which is now being used extensively, 


2.though its use is a comparatively recent practice. 
American industry has used the discounted cash flow 
method of assessment for many years and it is an 
interesting — although probably useless — conjecture 
a3 to whether the use of this measure of profitability 
Баз contributed in any way to the generally higher 
average return earned on capital investment in Ameri- 
can industry compared with British industry. 

34- The discounted cash flow method is a means of 
measuring the profitability of projects which involves 
tae discounting of capital outlays and future earnings 
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(cash flows) at various interest rates. The rate of 
interest which, when applied as a discount rate to 
future earnings, gives a present value which is equal 


--(to the present value of the capital outlay discounted at 


2 


the same rate of interest, is the measure of profitab‘lity 
of the project (Le. the D.C.F. return). If there are 
three projects each with different discounted cash 
flow rates (subsequently referred to as D.C.F. rates) 
the project with the highest rate of interest is nearly 
always the most profitable project. А special merit 
of the D.C.F. method is that the problematical erea 
of depreciation can be ignored since the basic data 
used in the calculation is the outward (capital invest- 
ment) and inward (futüre earnings) cash flows of the 
project over its life. All arguments as to the correct 
rate of depreciation can then be eliminated in the 
assessment of the merits or otherwise of the projzct. 

35. Much has been written recently on the sub ect 
of D.C.F. and present worth calculations, and in 

ebruary 1965 the National Economic Development 
Council issued a pamphlet on the subject under the 
title of Investment Appraisal, which can be obtained 
from the Stationery Office at a price of 1s gd. Perhaps 
this and many other papers on the techniques of 
evaluating projects, which should be read by all those 
concerned with investment decisions, will make an 
impact on British industry. 

36. Тће principle on which the D.C.F. method is 
founded is that £1 one year hence is worth less than 
£1 today. The value one year hence depends on the 
rate of interest acceptable to the owner of the fr. 
Assuming that an interest rate of то per cent is 

uired, then ХІ one year hence is worth £309 
ee y. (Interest at то per cent on £-g09 gives а value 
of eril and interest of {1 in one year.) Simila-ly, 
“т two years hence is worth £-826 today and £x in 
three years is worth £-751 today, and so on. From 
these figures it is possible to build up a table of present 
values for various interest rates, as follows: 


Present value at inte~ est 











rates of: 

Income ои received at tend of 
year: 9% oe 11% 
I '917 *909 от 
2 "842 "826 . 312 
3 "772 “751 '731 
4 708 . 683 "559 
5 *650 621 "393 
3:889 3:790 3:596 


In practical terms the foregoing table means tha: if 
investments of £3,889, £3,790 and £3,696 each 
produce an income (cash flow) of £1,000 at the end 


- of each year for five years, the true return or yield on 
^ the investment will be 9 per cent, то per cent and 11 


per cent respectively. 

The position can probably be seen more clearly in 
the following table, which regards the investment of 
£3,790 with a five-year life as a loan (requiring repay- 
ment at the end of the fifth year) yielding то per cant 
each year: 
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еы а Capital Cash 

at 20% Repayment Flow 

Loan at end of. Ed ЈЕ. Á £ 

Year 1 .. 3,169 279 621 1,000 

5p = .. 2,486 217 683 1,000 

es) -. 1,735 249 751 1,000 

» 4 909 174 826 1,000 

» 5 Т 91 909 1,000 
£3,790 


The above example is, of course, typical of a building 
society repayment scheme waereby the repayments 
involve capital and interest on the capital outstanding. 
37. With the use of tables 5f present values of £1 
different interests rates it is a relatively simple matter 
to evaluate the present value of the future cash flows 
from a project. The actual or true rate of return is then 
the rate of interest which, applied to future earnings, 
gives a present value equal to the present value of the 
capital expenditure. Where capital expenditure is 
phased over more than one year it is necessary to dis- 
count such expenditure to prov де из present value with 
which the present value of cask flows must ђе equated. 
38. The use of present уајиз tables is a simple task 
but can involve a considerable amount of work in 
calculation. With practice, however, it becomes fairly 
easy to judge the likely D.C.F. return. In any case, it is 
possible to interpolate between different values quite 
readily in order to isolate, within a reasonable degree 
of accuracy, the actual rate of return. Thus, if the 
resent value of earnings for two interest rates falls on 
both sides of the present value of the capital invest- 
ment, by interpolation it is possible to obtain the real 
rate of return. If, of course, tbe interest rates selected 
initially differ markedly, it may be necessary to check 
the result with additional calculations for interest rates 
close to the rate determined by interpolation. 
39. One more example will serve to demonstrate the 
importance of timing and the pattern of cash flows. 





























D.C.F. Present oe 
í IO 
Project А Outflow Inflow at 4.9%, at 4596 
Year 1 Capital £ с" С 
expenditure 100 IOO'COO— 100000- I00'000— 
5 Front before is à 
epreciation го 48: "2 63:6 
» 3 Proft before, di 3757 
depreciation бо  a8'g38 28:536 49'584. 
ai #2 Profit before 
epreciation 40 13:356 13'120 30'052 
» 5 сер before 
depreciation 40 9324 9:048 27320 
бало 5:246 f£ro17— £10593 
By interpolation D.C.F. ratee 44-296 
Project B 2:33% = at 34% 
Year x Capital 
expenditure 100 100:020—  I100'000— 1I00'000 
» 2 d before 5 " 
epreciation 40 3007 29'852 6° 
» 3 Profit before а 
depreciation 40 22`612 22476 33'056 
ied A before бо $ á $ 
epreciation 25'52 24°93 5'07 
» 5 Profit before * 
depreciation 70O ax37a .A1'714 47'810 
£210 556 


#'222а— [62:308 


d 





By interpolation D.C.F. rate=33'3% 
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40. It will be seen that the total cash inflow in both 
projects is the same at {210 and the net inflow is the 
same at /тто, but that the pattern of cash flows is 
reversed. For Project À with high cash inflows in the 
early years the D.C.F. rate is 44-2 per cent compared 
with 33:3 per cent for Project B, where the high cash 
inflow occurs in the later years. The higher D.C.F. 
return for A is indicative of the value of early profits. 
This example illustrates what is probably the greatest 
merit of the D.C.F. method, in that it not only 
measures the profitability in absolute terms but 
measures the absolute profits in relation to time, both 
of the capital expenditure and the future earnings. 


41. In the case of projects with relatively large 
profits in early years the D.C.F. rate will probably be 
high and there is an intrinsic compensating factor in 
this in that the higher the rate of return, the more 
the profits of later years are discounted. 'T'his is gener- 
ally a good feature since, in the majority of projects, 
the forecasts of sales, costs and profits becomes less 
and less reliable for the long term future. 


42. Many readers of this paper will probably have 
read also the correspondence in the Economist in the 
summer of 1964, when the protagonists of the D.C.F. 
method of assessment crossed swords with the 
protagonists of the present worth method of evalua- 
tion. Perhaps a brief comment should be contributed 
here. The D.C.F. method can be misleading if the 
rates of return are very high since unfavourable 
factors of the long term, or even middle term, are 
virtually discounted to zero. Furthermore, when the 
difference between two alternative schemes is being 
examined care has to be taken because differences can 
produce nonsensical answers. On the other hand, the 
present worth method, by reason of the selection of 
reasonably low rates of interest (Le. 1o per cent) can 
sort out the projects by giving due weight to unfavour- 
able factors over the life of the projects. These limita- 
tions apart, however, the D.C.F. method is an in- 
valuable tool with which to improve the assessment of 
projects, but as with all things, it must be used with 
care and discretion. The same applies to the present 
worth method, and perhaps the feal is the judicious 
use of both methods provided that the circumstances 
justify their use. 


Taxation 

43. So far in this paper consideration has been given 
to the position of projects before allowing for taxation. 
In circumstances where the same taxation allowances 
are granted on all capital expenditure it is probably 
not necessary to proceed to the determination of the 
after tax position for every project, provided, of course, 
that the impact of taxation is generally understood. 
However, this state of affairs does not exist in 
United Kingdom and has not done for a number of 
years. Furthermore, where there is a clear-cut choice 
between investing in the U.K. and exporting a sub- 
stantial part of the output, or investing in an overseas 
market, it is essential to evaluate the impact of taxation. 
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This paper was written before the Chancellor of the 
Exchequer's speech on April 6th, 1965; consequently 
the proposals set out in that speech and the subsequent 


Finance ВШ are not taken into account in the follow- V. 
img section, which relates to the taxation positions 


existing before the 1965 Budget. 

44- The most important taxation allowances that 
аге granted to British industry today in respect of 
capital expenditure are: 


Plant Buildings 
per cent per cent 
Iavestment allowances Js .. 30 15 
Initial allowances in addition to invest- 
ment allowances ie pa .. IO 5 
Initial allowances if no investment allow- 
ances s Re js .. 39 15 
Annual allowances: 4 
Plant life of over eighteen years .. 15 
Plant life of fourteen to eighteen years 20 
Plant life of under fourteen years .. 25 


Annual allowances for plant are based on the reducing 
balance method (i.e. written down value), and for 
buildings are based on the straight line method. 


45. In addition there are special allowances for 
certain types of expenditure such as ships, research 
aad development expenditure, and the working of 
mineral resources, etc. In the past few years incentives 
bave also been provided for investment on a geo- 

aphical basis to encourage investment in areas of 

ügh unemployment, which have been designated 
‘evelopment Districts’. These allowances ‘ale the 
form of development grants that are geared to 
tae number of jobs created in the district and to the 
grant of accelerated annual allowances, the amount 
of which, subject to an upper limit of 100 per cent, 
can be claimed in the first year of operation of a new 
installation. The latter allowances are regarded in this 
paper as ‘free’ depreciation. 

46. The importance of the taxation allowances for 
capital expenditure on the profitability of a project 
can be seen from the following table, which compares 
tre allowances granted to industry for an investment 
af £1,000 inside and outside a development district. 


47. It is assumed that the capital expenditure of 
£1,000 is for plant for which an annual allowance at 
tae rate of 20 per cent is granted by the Inland 
Eevenue. Separate figures for taxation are given at 
55 per cent effective rate covering income tax and 
profits tax and an assumed corporation tax of 40 per 
cent. The use of 55 per cent as the effective rate of 
income and profits tax rather than actual rates of 
53:75 per cent or 4:25 per cent is justifiable because 
tae allowances will be given over a number of years 


and the tax rates are — as is well known ~ liable to © 


Change. This does in fact present another area of 
Cifficulty because the assessment of profitability over 
tae е of a project entails an estimate of the tax rates 
for each year. With the proposals to introduce a 
corporation tax new uncertainties are introduced 
which will not be resolved until the likely range of 
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corporation tax rates can be assessed with a геавопа е 

degree of certainty. 
> Inside a development | Ошзтаг a development 

district district 

T Expenditure in Year 0: 


£1,000 £1,000 
taxation relief | . taxation меј 
Type of allowance Allow- [Income Allow- [Income 
ances | and Corps | ances | and Сота 
profes tax profits tex 
$53. 405; 5% 4 
ODE pw 
Year 0 Investment allow- 
ance 30 .. 800 300 
Initial allowance 
1096 zs ~ — 100 
Free depreciation 1,000 — 
Annual allowance 
20%, vx vs — 200 
600 
Year 1 Annual allowance 
(20% on £700) .. 140 
PM ual allowan: 
(20% on £560) .. 715 820 112 | 330 240 
» ual allowance 
(2096 on £448) .. 90 77 5c 
4 Annual allowance 
(20% on 72 61 45 
5 Annual allowance 
(20% on £289) . 57 50 3€ 
” ual allowance 
(2096 on £229) . 46 40 2€ 
is Annual allowance 
(2096 on £183) .. 36 31 22 
i ual allowance 
(20% on £147) .. 29 25 1E 
» 9 Annual allowance 
(20% on 118) 3x 24 20 le 
» 10 Annual 
(20% on [04+ 
ancing allow 
ance). oi 84 16 12 
» AL 5 СА FP 13 1C 
Е су 52 se 
Total allowances tax 
v .. £1,300 | £718 £520 [£41,300 | £715 (£62C 


48. The salient features of the foregoing tabe 
(which ignores development grants) are that although 
the taxation allowances total £1,300 for the ехрегса- 
ture of £1,000, and the taxation relief is the same n 
total whether the expenditure is inside or outside the 
development district, the time when the tax reli-f 
is recovered (as an offset against tax on profits: 18 
markedly different. It is this time factor that provid-s 
the main incentive for investment in a developmzat 
district; the extent of the incentive is reflected in -Łe 
calculations of the D.C.F. return. 

Before dealing with the impact of taxation on a 
particular case it is perhaps worth emphasizing ta_t 
the actual taxation relief is received some time after 
the allowances are granted, since the relief is geared 
to the dates when tax is paid. In the foregoing exam»-e 
it has been assumed that a two-year time lag existz, 
but in practice this is more likely to average abort’ 
eighteen months — this depends, of course, on tke 
accounting date in relation to the fiscal year. Wita 
corporation tax the position may well be simplifiec, 
but in the above example it has been assumed thet 
there will be no change in the time lag for corporation 
tax. On the other hand, the value of the capital allow 
ance will probably ђе appreciably less after the intrc- 
duction of a corporation tax. 


Development Grants 


49. In addition to free depreciation, incentives to п 
vest in development districts are provided in the form 
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of development grants. These grants аге tantamount 
to subsidies and the amount of the grant is generally 
25 per cent of the capital expenditure on buildings 
and го per cent of the capital expenditure on plant. 
However, because the purpose of the grant is to pro- 
vide employment, the amount of the grants may be 
reduced if there are not sufficient jobs created by the 
project. In this paper, however, it has been assumed 
that no such restriction applies. 


Impact of Taxation on Profitability of Case V 


so. The next stage of this paper re-examines the 
position of Case V where an extension to capacity was 
involved, and takes account of the taxation position on 
a discounted cash flow basis. The details of the cash 
flows are set out in Appendices V, VI and VII. 


51. The figures can be summarized briefly as 
follows. The capital investment is £200,000, of which 
£170,000 is for fixed capital on plant which will be 
redundant after seven years and £30,000 is for work- 
ing capital, all of which will be recoverable. The 
D.C.F. rate of return is 11$ per cent before tax and 
тоў per cent after tax at 55 per cent and compares 
with an average return of 11 per cent on the invest- 
ment of £200,000 over the seven years of the project. 
If the existing plant is situated in a development 
district the D.C.F. return on the additional investment 
will be 13:8 per cent after tax at 55 per cent. Clearly, 
in many businesses this would be an attractive propo- 
sition since it does in fact exceed the average return 
of British industry. 

With corporation tax at 4o per cent the D.C.F. 
return outside a development district is 10:8 per cent 
and inside a development district the D.C.F. return 
is 13-7 per cent - tbe detailed calculation is given in 
Appendix VII. In the case chosen the devaluation of 
capital allowances is almost exactly compensated by 
the benefit arising from a lower rate of tax on earnings 
of the business assuming retention of all earnings. This 
ignores the income tax payable on distributed earn- 
ings, the amount of which depends on the proportion 
of profits distributed by the business. 


52. One further situation can be considered on the 
results of this case. If the existing plant is not in a 
development district and there is a possibility of 
replacing and resiting an entirely new plant in a 
development district, a new series of calculations 
can be made. It may well be that in such a case it 
would be worth scrapping the existing plant and 
installing an entirely new plant with a грах of 
4,000 units inside a development district. Financial 
considerations which would have to be taken into 
account would be all the taxation benefits of the 
development district and, of course, the balancing 
allowance that would be obtained on the existing 
plant. ТЕ it is assumed that the cash flows before tax 
from Years 4-10 inclusive are the same and that the 
capital investment would be £50,000 for buildings, 
£250,000 for plant and £80,000 for working capital, 
the D.C.F. return can be calculated. Readers of 
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this paper may wish to do this calculation to asaess 
whether a new plant sliould be installed in a develop- 
ment district, if only to become more familiar with the 
methods currently used in industry. If readers do this 
calculation they are advised to use the same rates of 
taxation as are set out in this paper although the 
Chancellor's Budget Speech of April 6th may indicate 


changes. 


Degree of Risk 


53. All the calculations of returns on investment 
can be invalidated if the basic assumptions used prove 
to be false. Already in this paper a number of different 
cases have illustrated the impact of a failure to build 
up sales according to original estimates (Case II), or 
failure to achieve the selling price forecast when the 
investment decision was made (Case V). Other areas 
'of varying degrees of importance are failure to achieve 
the estimated raw material prices, and other costs such 
as wage levels, or the efficiency of conversion from 
raw material to finished product. Yet another instance 
is the capital investment itself, for in complicated 
plant and equipment it may prove that the actual cost 
far exceeds the original estimate. Examples of such 
events in public life generally receive wide publicity 
and these are just as likely to happen in industry so 
that the economics of production are changed com- 
pletely between inception and implementation. 

54. Until recently allowance for the risk element 
in expenditure proposals has been a subjective 
judgement of the risk factors in that the greater the 
risk, the greater the return expected on the project. 
Fortunately, current developments in the application 
of mathematics to industrial problems are now coming 
to our aid and we are now beginning to obtain much 
more precise information and measurement of the 
degree of risk involved in a project. This is achieved 
by а systematic examination of the risk factors 
involved in each variable that is a part of the make-up 
of an assessment of the profitability of the project. 
Perhaps in another year the Institute may wish to 
examine this particular feature of assessment of 
profitability in much greater detail. 


Summary and Conclusions 


55. А paper of this nature can only cover this 
subject in a general way and highlight the really 
important factors that must be taken into account in 
the assessment of the profitability of projects. Much 
has been written on the subject in recent years and 
many new techniques are being applied to help in the 
assessment of profitability. This paper has tended to 
emphasize some of the fundamentals of assessment, 
and gives particular emphasis to distinction between 
fixed and variable costs since this is probably one of 
the key areas where a full understanding of the 
economica must be gained if the assessment is to be 
of a satisfactory quality. With full knowledge of the 
make-up of costs it 1s then possible to apply thé tech- 
niques now currently being used in industry, such as 
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mathematical techniques on optimization and the 
relativity straightforward calculations of discounted 
cash flow rates of return and present worth, etc. 
Again, in the area of the quality of the sales estimates, — 
rauch work has to be done to improve the quality o 

forecasting by the use of modern techniques. The 
question then arises, what part can accountants play 
30 ensuring that the quality of assessment is continu- 
cusly improved, and is the profession doing all that 
it can to ensure that improvements are forthcoming? 

'56. The first and most clear-cut way in which the 
profession can help industry is to familiarize itself 
with the problems and techniques so that it can pass 
en its knowledge to those directly involved in the 
decision making processes. This implies much 
greater use of mathematics since the majority of the 
mew techniques are founded on this science. This is 
mot to say that every accountant has to be a mathe- 
matician, but it does mean that at least there should 
be 2 full understanding of the relatively simple 
techniques in use today. 

57. We should also consider whether we do 
sufficient to ensure that the accounts of companies 
edequately reflect the results of the decisions that have 
been taken. There are some practices that have been 
established over the years in periods when the back- 
ground was very different from that of today, which 
may not be appropriate in current circumstances. 
"Thus, in the case of relief from taxation which is given 
*o industry as a result of large-scale investment, we 
still follow the practice of making transfers to taxation 
equalization reserves where the allowances exceed 
the amount of depreciation provided in the books of 
the business. If, in the assessment of a project, allow- , 


znce is made for free depreciation at the rate of 100 ~ 


per cent in the first year of operation, and there is in 
zddition an investment allowance of 30 per cent, the 
total tax refund at a tax rate of 55 per cent is at} per 
cent of the capital outlay. With a corporation tax of 
„о per cent, tax relief to the extent of 52 per cent of 
capital outlay will be received for any capital expendi- 
rure incurred in a development district. If a substan- 
tial part of such refunds is transferred to taxation 
equalization reserves, can we really say that the 
balance sheet reflects the true position? 


The Presentation of Fund Utilization 
Statements and Depreciation 


58. Should we not reconsider our attitude on de- 
2reciation too? Thus, in the case of a new plant which 
зав cost {100 and depreciation of о per cent is 
2rovided in the first year of operation, according to 
current practice the balance sheet might well read: 


£ 
Fixed assets at cost es = 100 
. Less depreciation se vs ae zi 10 
Net assets .. Е go 
Represented by taxation equalization reserves .. 49°5 
Share capital and other reserves .. 40° 


The above calculation implies that tax ‘relief on the 
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APPENDIX V 5 
CASE V - DISCOUNTED CASH FLOW BEFORE TAX OUTSIDE А DEVELOPMENT DISTRICT 
x (РАЗАСВАРН 51) 
Discounted at тг per cent Discounted at 12 per cent 
(MÀ И ee 
Capital Revenuz Ме Present Present 
Year Inflow Flow Factor Value Factor Value 
£000 4ooo ооо £000 £000 
foo ————— СЕДЕ І APPLIES ONLY TO CASES І, П AND III 
2 Fixed n E .. 100 100:0— 170000 100:0000— 1:0000 100-0000— 
3 Fixed.. ass oft де 70 g0'0— *9009 c 8929 62:5030— 
4 Working Ms ee а зо 71 22'9— "8116 18:5856— #7972 18-2559— 
5 р ЗА ‘ae "n 27'3 27'3 "7312 19:9618 7118 19'4321 
6 . 436 — 436 6587 2877193 "6355 27-7078 
7 59'I 59'1 '5935 '35'0759 "5674. 33'5333 
8 62:3 62:3 +5346 33'3056 *5066 31'5612 
9 se s vs eod 62:3 62:3 4817 30:0099 4523 28:1783 
то Working i in vs 30— 62-3 92:3 4339 40°0490 *4039 37'2800 
£170  £3z40 #1540 £5°4729 £3'0662— 


ose eas Emm Om -- 





ана VI 
CASE V - DISCOUNTED CASH FLOW AFTER TAX AT 55 PER CENT (PARAGRAPH 51) 
OUTSIDE DEVELOPMENT DISTRICT 











Discounted Discounted 
at IO per сет at її per cent 
Ам Oss 
CAPITAL REVENUE TAX Tax Net Present Present 
YEAR OUTFLOW INFLOW ON Relief Cash Factor Value Factor Value 
PROFIT Flow 
£000 £000 {оос [ооо fo00 Дооо £000 
I 
а. x .. ЕК roo 100:0— I'0000 100'0— 1:0000 190:0— 
3 - e FE 7 go'0— *9091 63:6— *9009 63'1— 
4 s .. W 30 Ti 22:0 '9— "8264 — "8116 7— 
57 эш у: 273 15" 4277 "513 3271 7313 32 
! 6  .. ER 43:6 39 16 56:5 *6830 38:6 *6587 37'2 
S 8 Ue z 59'1 I$'O 13' 576 "6209 35:8 *5935 342 
( Е Es 62:3 240 10° 49'1 "5645 277 15346 26:2 
9 62:3 325 8-7 38:5 "5132 19:8 4817 18-5 
10 W 3o— 623 343 6:9 бг “4605 303 4339 28-2 
її 343 55 8— 4241 12°2— "3909 11:3— 
12 343 220 12'3— "3855 47— "3522 43— 
£170 3240 £1783 21216 £973 631 539— 
INSIDE DEVELOPMENT DISTRICT 
Discounted Discounted 
at 13 per cent at 14 per cent 
| imams’ 
CAPITAL REVENUE TAX Develop- Tax Net |. Present Present 
YEAR OUTFLOW INFLOW ON ment Relief Cash Factor Value Factor Value 
PROFIT Grant Flow 
р £000 £000 {ооо {ооо Дооо {ооо £000 | £000 
I 
2 Е тоо I00'0— 1:0000 I00'0— 10000  IO0-0— 
уља Е 70 то бо:о— -8850 531— 8772 526— 
4 W 3o TI 7 19:8 3:9 7831 зт 7695 зо 
5 273 13:9 412 -6931 28-6 *6750 278 
2 6 43:6 3:9 757 1154 $n 7o8 "5921 68-3 
5 7 59'1 15:0 441 '5 2379 5194 22:9 
8 62:3 24:0 383 "4803 18: "455 174 
9 ps 62:3 325 29:8 "4251 I2' *3996 II'9 
10 .. W 30— 62'3 343 58-0 3762 21'8 3506 203 
тї .. 343 34'3— "3329 | 114— "3075 1055 
12 x 343 34'3— "2946 10'1— 2697 9'2— 























Kio — (зао — 1783 — £17 £1094 Д1021 £46 £3— 
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investment allowance has been credited to profits 
and that the annual allowance for taxation has been 
restricted to £10, equivalent to the depreciation charge 
in the financial accounts, and that the tax relief of 
Á9o on the balance has been carried to taxation 
equalization reserve for offset against profits in future 
years. It can be argued that this presentation, which 
is almost universal in industry, does not really reflect 
the true position since the business will have received 
71-5 per cent of the capital cost, leaving only 28-5 per 
cent at risk. 

59. Serious consideration should be given to a 
major change in accounting treatment for such cases 
во that the balance sheet would reflect the amount of 
capital at пак, 'T'his might be dealt with by crediting 
all the amount of tax relief to profit and loss account 
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amd making provision for depreciation equivalent to 
tke taxation allowances and showing clearly in the 
accounts, not only the full extent of the relief from 
texation, but the additional provisions for deprecia- 
tion that have been made on this account. Such a 
p-oposal would involve a major change in the presenta- 
tion of company accounts and would have the ad- 
ventage that it would tend to reflect, in the accounts, 
tke real results of the decisions that are being taken 
bz management in industry. Finally, it might dispose 
o7 the old question as to the best way of dealing with 
reserves for taxation allowances. 


Postscript 
бо. This paper has been written during a period 
when there has been great uncertainty in industry 


CASE V - DISCOUNTED CASH FLOW AFTER TAX AT до PER CENT (PARAGRAPH 51) 























OUTSIDE DEVELOPMENT DISTRICT 


ка 
Discounted 














Discounted 
Gi IO per cent at XI per cent 
SS 
CAPITAL REVENUE TAX Tax Net Present Present 
YEAR OUTFLOW INFLOW ON Relief Cash Factor Value Factor Value 
| PROFIT Flow 
£000 £000 {ооо  f£ooo [ооо £000 £000 
1 
2 F roo 100:0— 1'0000 100:0— 10000  100'0— 
3 Е 7o 70'0— 91 63:6— '9oog 63:1— 
4 W 30 71 16-0 6:9— 254 5-7— 8116 56 — 
5 27°3 112 385 dg 28:9 "7312 28:2 
6 43:6 29 127 5279 "6830 36'х 6587 348 
7 591 109 98 58o 6209 _ 360 '5035 344 
8 623 174 79 528 '5645 298 5346 282 
9 6273 237 бз 449 "5132 230 481) 216 
IO W зо— 62:3 249 50 724 4665 — 338 "4339 31.4 
I 24'9 40 209— '4241 8:9— '3909 82— 
12 24'9 160 8:9— '3855 34— '3522 31— 
£170 #3240 #1296 £884 £1128 £60 £r4— 
INSIDE DEVELOPMENT DISTRICT 
~ 
Discounted Discounted 
at 13 per cent at 14 per cent 
CAPITAL REVENUE TAX Develop- Tax Net Present Present 
YEAR OUTFLOW INFLOW ON mem Рене] Cash Factor Value Factor Value 
PROFIT Grant Flow 
£000 £000 {ооо [ооо ::000 000 4,000 £000 
I 
2 F roo х00:0— 1'0000 IO0'0— 1:0000 100:0— 
3 Е 70 то 60:о — 8850 53'1— 8772 52:6— 
4 W 30 71 7 144 1'5— 7831 1'2— 7695 1-2 — 
5 27'3 лот 374 :6931 25'9 6750 252 
6 43:6 29 551 95:8 “6133 58:8 5921 56:7 
i sgr 109 48:2 '542 26:2 519. 25'0 
62:3 174 449 *4803 21:6 455 20'5 
9 62:3 237 38-6 “4251 16:4 3996 15' 
то W 3o— 62:3 249 674 "3762 254 3506 23° 
11 249 249— 3329 8:3— — '3975 7T7— 
12 249 24'9— 2946 73— 2697 6:7— 
£170 £324'0 £129°6 £17 £796 Дато #44 Á£r8 
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about the Chancellor's proposals to change the tx 
structure following his announcement, in the autumn 
of 1964, to introduce a corporation tax. To some ex-eat 
the paper reflects the uncertainties of the time in zbat 
industry has been taking major investment decis:o23 
without knowledge of the impact of the propcsed 
legislation on those decisions. The irony of the si-ua- 
tion is that a period of uncertainty has been created at 
the very time when there is an urgent need to ge- cn 
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with the business of modernizing and expanding 
industry. 

61. Finally, I would like to pay tribute to the help 
and co-operation J have received, in connection with 
the preparation of this paper, from the staff of the 
Accountancy Department of the Mond Division of 
Imperial Chemical Industries Ltd. 


(Concluded.) 


CAPITAL ALLOWANCES COMPUTATION 


OUTSIDE DEVELOPMENT "DISTRICT 
2 Expenditure v $ 

Investment allowance 

Initial allowance 


Expenditure 


Investment allowance 
Initial allowance 


4 Annual allowance at 20 per cent 


5 "n » » 
6 » » » 
7 э n » 


10 Balancing allowance 


INSIDE DEVELOPMENT DISTRICT 


2 Expenditure ЖЕ У EN ze 
Less Development grant is 15 e 


Investment allowance 3 б У 
Initial allowance i e. За EN 


3 Expenditure v ai e 
Less Development grant es ed ma 


Investment allowance zs vs e 
Initial allowance m ass RAT ES 


4 Annual allowance at 9o per cent 






























































Written Tax 
Down Allow- Relief 
Value ances at 55 per cent 
100'0 

i 30°0 
IO'O 10'0 
до:о 400 22'0 
Joo 
160°0 
aro 
To TO 
153'0 28-0 154 
30:6 30°6 16°8 
122°4 
24'5 24'5 13'5 
97'9 
19:6 19:6 10:8 
783 
1577 1577 87 
62:6 
12:6 12:6 6:9 
50:0 
10:0 10:0 5*5 
400 
400 40'0 22°0 
— 221'0 121'6 
190'0 
10:0 
до:о 
27'0 
g'o фо 
8ro 360 19:8 
70:0 
70 
63°0 
144'0 
18:9 
6:3 6-3 
13777 25'2 13'9 
13777 13777 75'7 
— 198:9 109'4. 
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Tax Topics 


TAXES AND GROWTH 


N article by Dr H. J. Witteveen, Minister of 
Finance in the Netherlands, in a recent issue of 
European Taxation, offers some interesting reflections 
on the use of fiscal policy as a means of stimulating 
economic growth. Most economics theorists have 
regarded flexibility of tax rates as a particular merit 
of fiscal policy. Dr Witteveen notes, however, that 
his Government avoids manipulation of tax rates for 
anticyclical policy as much as possible, noting that 
stability of tax rates is essential, even for economic 
reasons. 

'The Dutch tax system deliberately encourages 
the continuance of privately-owned businesses. For 
example, capital gains realized upon the transfer of a 
private business are partly exempt from tax and partly 
subject to a reduced rate. Where the business is 
transferred from father to son then, under certain 
conditions, no taxable gain arises. 

In the case of the death of the controlling share- 
holder the heirs have an option to minimize the 
liability to tax. Mergers between two or more existing 
corporations are also encouraged by tax devices. The 
law is in fact favourable to the creation of larger units, 
even if they are not the result of a merger. 

Like Britain, the Netherlands is short of labour 
and in the case of married women's earned income 


there are reliefs similar to those that exist in Britain. | 


In addition, there is a special rate of wage tax applied 
to earnings such as overtime payments which are 
more favourable to the employee than the normal 


rate. Lastly, perhaps the Inland Revenue in Britain . 


will note that there is some possibility in the Nether- 
lands of allowing tax deductions for cost of travelling 
from home to office as a means of increasing the 
mobility of labour. 


» * * * 


TAX COMPUTATIONS 


IS the current issue of the British Tax Review, Mr 
William Phillips reflects in his characteristic, light- 
hearted style on the extraordinary complexity of the 
United Kingdom rates of income tax. He suggests, 
not perhaps without some foundation, that the curious 
fraction of two-ninths for the determination of earned 
income relief was conceived by someone at Somerset 
House as being the mid-point between the then 
current rate of one-fifth and the pre-war rate of one- 
quarter, whereas, as a little arithmetic soon reveals, 
it is not. Mr Phillips goes on to suggest that it would 
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have been considerably more helpful if the new 
standard rate had been raised 7d to 8s 4d, rather than 
by 64 to 8s 3d. The alternative figure equals one 
handred pence, or exactly five-twelfths of £. With 


such a standard rate it would be possible to simplify 1“ 


al tax calculations to the point where, as he demon- 
strates, a clerk could dispense with the complicated 
P.A.Y.E. tables, which now have to be changed every 
time the rates change. The only critical thought that 
Mr Phillips's proposal to dispense with the P.A.Y.E. 
tebles does prompt is the number of mistakes that аге 
агеайу made using the tax-deduction tables! When 
one considers the level of arithmetical facility in the 
country at the present time, the possibilities are almost 
frightening. 


* * * * 


FOREIGN TAXES 


HE increasingly international character of папу 


business undertakings clearly owes a great deal to 
modern methods of communication. It also, one sus- 
pects, owes quite a lot in recent years to the fact that 
taxation in some countries is a good deal lower than 
in others. This fact has undoubtedly led to the ex- 
ploitation of ‘tax havens’ and the growing complexity 
cf tax legislation aimed at restricting the opportunities 
for tax avoidance through such devices. In a recent 
issue of The Bulletin for International Fiscal Docu- 
mentation, a membet of the staff of the U.S. Treasury 
Department, Mr R. O. Loengard, jun., explains the 
азів of recent international tax policy as formulated 
in the U.S. legislation. As Mr Loengard's exposition 


makes clear, the problems of interpreting the legis- | 


lation are not the least of the many complexities ih ^ 


tais particular field. 


* + * * 


COSTLY EXPERIMENT 


HERE has certainly been no shortage of comment, 

most of it critical, on the new taxes proposed 
by Mr Callaghan. In its current issue, The Economist 
rnarks the end of the debates on the Finance Bill with 
єп appraisal of the end-product. Of the capital gains 
tax it writes that 'in its modified form it is an essen- 
tally sound and well-conceived reform although 
cther — and possibly more desirable — methods of 
taxing capital (gifts tax, wealth tax, etc.) might have 
greater long-term advantages'. Its view of the corpora- 
&on tax, however, will have greater appeal to account- 
ent readers. This, notes our contemporary, ‘is a costly 


experiment in fiscal reform offering minimal returns -$f 


znd with substantial disadvantages'. 

‘Time will doubtless show how far Mr Callaghan's 
reformist zeal has produced a more equitable and 
efficient tax system. The point that so many com- 
mentators have overlooked, however, not least in 
assessing the merits of the capital gains tax, is that it 
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must be effectively enforced. This can only be Сове 
by effective provisions for ensuring accurate and 
reliable returns. In the meantime, one must assume 
- that the introduction of the capital gains tax cw2s 


someting of its popularity to that profound fscal 


dictum that ‘the best taxes are those paid by the othar 
man’. : | 


TAXES AND CAPITAL 


TEE discriminatory effect of the profits tax and the 
proposed corporation tax against distributoms 
has, in the past, and doubtless will again in the futur, 
encouraged companies to raise more of their capital 
requirements by means of debentures and ocher 
fixed interest loans. In addition, of course, with 
discriminatory rates against distributions there has 
been a tendency, as the proportion of profits retained 
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in the business has risen, to rely to an increasing 
extent on self-financing. 

The merits of loan as against equity finance for 
business undertakings are well known, but the inter- 
national aspects ate by no means as familiar. Ап 
article in the July issue of European Taxation discusses 
the question of how far recent fiscal developments in 
Germany, Britain, the United States and elsewhere 
will affect the movement of international capital for 
corporate financing. The article points out that a new 
situation may arise from the change-over towards 
loan finance in place of equity or self-financing. Now 
that interest is deductible for the corporation, and 
most tax treaties provide for a tax exemption for 
interest in the country where the income arises, the 
greater use of loan finance in lieu of equity financing 
may create a new tax situation which the above 
journal notes ‘the various international organizations 
would be well advised to examine’. 





Weekly Notes 


HOW TO SPEED UP FINANCE BILLS 

HE House of Commons Select Committee cn 
procedure has made its third report which is 
| devoted to the question of speeding up the considera- 
fion of Finance Bills’. Accepting that there аге 


-ryf formidable difficulties, the Committee believes chat 


further efforts should be made to relieve the pressure 
on the time of the whole House and to avoid.unculy 
late sittings; but it also thinks that particular regard 
must be had to the rights of members, and that there 
must be preserved reasonable opportunities for tke 
. Opposition to subject the Government to responsib:e 

Parliamentary pressures. One way to do this is to 
continue the search for a method of identifying tose 
parts of the Finance Bill which could with propriety 
be examined by a Standing Committee. 

Although the character and degree of political 
controversy aroused by Finance Bills vary widely, in 
nearly every Bill there are both ‘budgetary’ and ‘ac- 
ministrative’ elements. Now, although either elercert 
may be controversial, the Government could well 
draft the Bill in such a way that the controversial part 
was separated from the non-controversial part. It 
might even be possible to produce two separate Bills, 
as in 1913 and 1914. 

The appropriate instrument for making recommen 
dations upon -proceedings on a Finance Bill would be 
a Select Committee of the House, with a nucleus 


drawn from the Speaker’s panel of chairmen. Minis- 


1 H.M.S.O. 1s 3d net. 


ters and other interested members could make 
recommendations to that Committee a reasonable 
time after Second Reading when a аррар regard 
could be given to the number and character of the 
amendments which had been tabled. Possibly the Bill 
as drawn could be considered on the floor of the 
House while members' amendments were considered 
in a committee upstairs. 

The Report algo recommends that the Select Com- 
mittee be empowered to put forward a time-table, this 
being done on representations made to it and having 
regard to the character of the Bill. There could be 
one immediate time-table for the whole Bill, or suc- 
cessive time-tables for successive parts. The Report 
distinguishes this procedure from the Government 


‘guillotine, since it would come from the Select 


Committee, not from the Government of the day. 


P.A.Y.E. AND THE DILATORY EMPLOYER 


HE Third Report of the Committee of Public 

Accounts for the current session? gives pride of 
place to the question of delay by employers in paying 
over to the Inland Revenue the tax they have deduc- 
ted from the remuneration paid. Although all the 
tax for a tax year should have been paid by the follow- 
ing April 19th, in practice it is not cleared until the 
following September, with consequent loss of interest 
on the money, and a corresponding amount of free 
capital for the employer. Reminders about tax for a 
particular P. A Y.E. month are not sent to employers 
until after the tax is overdue. When computers are 
introduced, it may be possible to send earlier re- 
minders. The Committee recommends that the 
Revenue should make every effort to help employers 
in assessing their tax liabilities and to speed the 
collection of tax overdue, and that consideration be 
given to the use of financial sarictions for this purpose. 


2 Н.М.5.0О. 32 6d net. . i 
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INHERITED LAND AS TRADING STOCK 


T used to be thought that a man who sold off his 
amily estate in plots could hardly be trading, but. 
some inroads are being made in this doctrine. Тће 
latest is the case of Mr Douglas Charles Pilkington 
who appealed unsuccessfully against assessments on 
· profits aggregating £55,000 made on the sale of land. 
Under his father's will, Mr Pilkington and his sister 
were to share the land after their mother's death. In 
1953 the sister wanted to sell and Mr Pilkington 
bought her share. After he had sold various plots he 
was assessed as carrying on the trade of an estate 
developer. The appeal commissioners rejected his 
argument that the sales were merely the realization 
of his inheritence and confirmed the assessments. 
He appealed to the High Court, but now Mr Justice 
Cross has held, as reported in The Financial Times of 
July 21st, that the Court is not entitled to interfere 
with this decision, since, according to his lordship, it 
is not plainly unreasonable. 


VALUING CHATSWORTH ESTATES FOR 
ESTATE DUTY 


E Es Court of Appeal has upheld a decision of 
the Lands Tribunal that the principal value of 
the real and leasehold property in England owned 
by the Chatsworth Estates Company at the time of 
the death of the tenth Duke of Devonshire on 
November 26th, 1950, amounted to £3,176,646 
(Duke of Buccleuch v. C.I.R.). 

Lord Denning, Master of the Rolls, said, according 
to The Times of July 24th, that the Duke's estates were 
vested in the company but had to be valued as though 
he owned them and they passed on his death. Тће 
English real estate was some one hundred and eighty- 
six square miles in extent. In order to assess the value, 
one estate, the Hardwick Estate, was taken before the 
Lands 'Tribunal to illustrate the problem. It contained 
over twenty thousand acres, principally farm, but 
there were smallholdings, allotments, gardens, 
agricultural land, woodlands, residential property, 
sporting ‘rights, ground-rents, licensed houses, 
collieries, and also the land on which the Staveley 
Ironworks stood. 

The best price would be obtained by dividing 
up the Hardwick Estate into some 532 units and 
selling them over a period of time which might 
extend to several years. On that basis the value 
would be £868,129. But of the 532 units, 486 could 
be regarded as capable of being sold as a whole as 
one estate; the other forty-six units being hived-off. 
The 486 units could then be sold together within 
a year but only a speculator would buy them and 
he would give 20 per cent less than the £672,458 
which those units would realize if sold separately and 
gradually. 'T'he question was, which of the two figures 
should be taken? The Court decided on the higher 

re, as being а proper application of the words 
of section 7 (5) of the Finance Act, 1894, and 
section бо (2) of the Finance (1909-10) Act, 1910. 
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After a valuable summing up of the principles to 
be applied, Lord Denning said that the valuer must 
assume that all necessary arrangements for the sale 


hed been made at the time of the death. Leave to - 


appeal to the House of Lords was given; Lord Justice: 
Vinn having dissented from the majority decision. 


PETROL AND MONOPOLY 


HE report of the Monopolies Commission on the 

supply of petrol to retailers in the United 
Kingdom was published last week!, The commission 
were asked to investigate the existence in this trade 
оі monopoly conditions (as defined in the monopolies 
legislation) and if they found that such conditions 
existed to investigate whether certain practices were 
fcllowed as a result of, or for the purpose of, preserving 
such conditions and if so, whether these practices 
might operate against the public interest. The 
p-actices under review were the making of agreements. 
bz which certain exclusive dealing and other restric- 
tions were accepted by retailers, the withholding of 
supplies of petrol from retailers and the acquisition 
and use of petrol stations. 

The Commission have found that monopoly con- 
d-tions exist because the Shell-Mex and B.P. Group 
supply more than one-third of petrol to retailers and, 
further, that a number of petrol suppliers, who supply 
altogether 99 per cent of all petrol supplied to 
retailers, have restricted competition because each 
has recommended the price at which his retailers 
should sell his petrol. T'he Commission consider 
that most suppliers make agreements involving 
exclusive dealing but no supplier withholds petrol 
from retailers because of these conditions. They 
consider that most suppliers buy petrol stations to 
р-евегуе the monopoly conditions. They consider 
that the agreements can operate against the public 
irterest because many of these agreements are of too 
lcng duration, contain restrictions on lubricating oil 
and other products and create a relationship in which 
suppliers could influence trade in non-petrol products. 
Та some cases where petrol stations are operated by 
tenants of the petrol suppliers, tenure is insufficiently 
Secure. 

The Commission think that the acquisition of 
petrol stations by suppliers may operate against the 
public interest if a limit is not imposed. They make 
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eight recommendations among which are the follow- . 


irg. The term of a solus agreement for petrol should 
not normally exceed five years though it may provide 
fcr annual extentions. Loans from a supplier to a 
retailer should be for a definite period and not tied 
to the purchase of a specified quantity of petrol. There 


should be no commitment for retailers to take . 


specified quantities of lubricants or restrictions on the 
szle of other brands. Petrol suppliers should not take 
commission or other incentive payments from manu- 
fzcturers of non-petroleum products. Restrictive 
agreements between suppliers and retailers on non- 
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оа products should cease. Pre-emption should 
e strictly limited. Petrol suppliers should not let ос 

licence their petrol stations for periods of less than 
~ three years. 

The Commission thinks that these and certain облет 
modifications should be applied to existing agree- 
ments. Professor Borua, a member of the Commission, 
dissents from the conclusions and recommendations 
of the Commission, considering that all exclusive 
selling arrangements in the circumstances of ће 
industry operate, and may be expected to operzte, 
against the public interest. 


AS SEEN FROM EUROPE 


HE latest review of Britain's economy — by the 
Organization for Economic Co-operation anc 
Development in one of its economic surveys 02 
member countries published last Tuesday — hardly 
/ "provides cheerful reading. The current externa. 
account has, notes the report, 'very substantially tc 
be improved to enable a start to be made on repaying 
recent borrowings’. The short-lived improvement ir 
exports in the first quarter of this year ‘was facilitatec 
by certain factors that are unlikely to recur’. If. 
therefore, the disappointing trade figures of the 
second quarter represent a more typical performance, 
then the outlook is sombre. 

The basic problem of the United Kingdom economy 
is the tendency to expand too rapidly and then to try 
and run at too high a level of demand. Although the 
report advises that the aims of the incomes and prices 
policy will not be achieved unless the economy is ran 
-at a lower pressure of demand, it recognizes the 

A Government's dilemma if it seeks to deflate. Азу 
policy to lower demand may ‘lessen incentives to 
automation and to eliminate restrictive practices in 
industry and thus slow down the growth of produc- 
tivity’. 

The key to the situation is higher exports and these, 
it is pointed out, since investment must at least 5e 
maintained, can only be achieved by cutting back 
consumption. Judging by Mr Wilson's latest effor:s, 
the lessons of the O.E.C.D. review have been taken 
to heart. There is, however, a lot of leeway still to 
be made up. The question is, does the public under- 
stand this basic truth? 


UNIT TRUSTS FOR PUBLIC TRUSTEE 


НЕ Lord Chancellor is expected to approve tkis 

week the establishment of unit trusts to be run 
by the Public Trustee under the Administration 5f 
Justice Act, 1965. The fund will accrue from the 
: funds in Court, mainly the High Court, but funds in 
County Courts and in the Mayor's and City of London 
Court and statutory deposits could also be used in 
this way. The Accountant-General will act as a kird 
of registrar of the units and deal with the funds 5f 
individual litigants. Some protection from inflaticn 
will be afforded because these funds can be invested 
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in equities as well as in gilt-edged. Funds adminis- 
tered by the Court come from widows’ compensation, 
industrial funds and those in the hands of the Court 
of Protection. 

No figure of the total amount of the funds adminis- 
tered by the Court is known but it is thought to run 
into tens of millions of pounds. The main advantage 
of the new arrangements will be that the beneficiaries 
of the Court will now be protected against inflation 
by a spread of investment in equity shares. Several 
of these new funds are to be established at once. They 
will be run on unit trust lines, but will not be governed 
by the Prevention of Fraud Act. It is presumed that 
they will include a trust or trusts for beneficiaries to 
whom conservation of capital is the main considera- 
tion and others to whom income is of prime impor- 
tance. Arrangements will be made for dividends in 
one trust to be paid without deduction of tax on very 
small beneficiaries. 

In future, Courts may well indicate in certain cases 
how awards, for example in the case of damages, shall 
be invested as between the two main alternative 
considerations. The question may be raised in the 
future about the allocation between different types 
of funds of money already invested. ‘There may also 
be a significant switch in the stock-market from gilt- 
edged to equities. 


PARLIAMENTARY QUESTIONS 


PLAN for an all-Europe economic community 

is to be put forward in the Commons on 
August 3rd. Mr David Ennals (Labour, Dover) has 
tabled a question to the Prime Minister suggesting 
that he should take the initiative to secure the con- 
vening of a European economic conference, in- 
cluding nations now members of the European 
Economic Community, the European Free Trade 
Association and Comecon, with a view to con- 
sidering whether there is common ground for an 
all-Europe economic community. 

Other questions tabled for August 3rd include the 
following. The Chancellor of the Exchequer will be 
asked by Mr Joel Barnett (Labour, Heywood and 
Royton) to consult with other Governments in order 
to prevent evasion of exchange control regulations. 
by foreign companies. 

A Conservative member, Mr Simon Wingfield 
Digby (West Dorset), wants to know what evidence 
the Chancellor has of abnormal remission or re- 
patriation of funds to America by United States 
controlled companies operating here. 

Mr Stratton Mills (Ulster Unionist, North Belfast) 
is to call for a statement on the net drop in National 
Savings from {72-8 million in the first fifteen weeks. 
of the financial year 1964-65 to £2 million in the 
same period in the financial year 1965-66. 

The Chancellor will also be asked by Mr Anthony 
Grant (Conservative, Harrow Central) whether it 
remains the Government's policy not to devalue the 
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THE CITY AND THE WORLD ECONOMY 

NUMBER of efforts have been made to 
estimate the contribution made by the City of 
London and its related financial institutions to 
Britain's balance of payments. These have varied 
widely, often in sympathy with the political outlook 
of the writer. Mr W. M. Clarke, Financial and 
Industrial Editor of The Times, estimates that ‘without 
the City’s earnings . . . which must be now close on 
£185 million .. . the balance of payments would have 
been in almost continuous deficit’. The basis for this 
estimate is set out in a new study entitled The City 
in the World Economy, published yesterday (Friday) by 
The Institute of Economic Affairs (two guineas net). 
Mr Clarke stresses that, notwithstanding the criti- 
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cisms of some politicians, the real threat to the City's 
status comes from overseas competition. Despite the 
unequalled range of the City's services there remain. 
£ number of serious criticisms to be made. Mr Clarke =” 
cites, in particular, the restriction on competition ~ 
zmong brokers by the ban on advertising; the privi- 
рей position of the discount house syndicate at the 
Bank of England and the weekly tender; the major 
cartel agreement among the clearing banks on deposit 
rates and the restricted entry into the Accepting 
Houses Committee. 

This is a timely publication which merits, in 
~iew of the political and economic importance of the 
зиев raised both by the functions and the structure 
ef the City, a wide readership among the profession. 





This is My Life... 
. by Ап Industrious Accountant 


CHAPTER 287 


AMES, one of my accountant friends, had a 

problem, he said worriedly. He had plenty, 
actually, but this one seemed to be bothering him 
more than somewhat. Four of us were about to 
have coffee on the Saturday morning, with time in 
hand, во we urged him courteously to spill the beans 
before he left. I said something about cleansing the 
stuffed bosom of the perilous stuff that weighs upon 
the heart, but Macbeth left him cold and he fumbled 
for his parcels. It was necessary to restrain him by 
force, lest he set a dangerous precedent for the other 
two. They work a five-day week officially, but find 
themselves doing the family shopping on Saturday 
mornings. Unless they insisted on a reasonably long 
coffee-break, as befits practising accountants of 
senior status, they’d be reduced to domestic drudges. 

James has done well for himself. One of three 
hard-working partners, he found that his extrovert 
camaraderie and flair for hospitality made him much 
in demand among his clients. He attracted new 
business. Hard-faced industrialists planning take- 
overs or schemes for controlling interests sought 
his views. He became: the contact man while his 
partners looked after the professional chores, an 
arrangement harmoniously and remuneratively ac- 
cepted by all three. 

However, the day came when the hard-faced types 
commenced to offer James directorships in recogni- 
tion of his financial wisdom and prescience, and a 
problem promptly raised its ugly head. The functions of 
auditor and director are mutually exclusive; reference 
to section 161 of the Companies Act was unequivocal. 

Well, James circumnavigated the headache by 
severing connection with his erstwhile partners, and 
setting up as an independent professional director. 
His altered status rendered him eligible for director- 
ships; his old firm retained the audits; honour was 


satisfied. Now he lives — if not exactly by his wits — 
оу the value to his co-directors of his business acumen. 
The implications of his new office being on the floor 
elow of his old firm are unworthy of notice, 

Unfortunately his business judgement had just 
>een challenged in such manner as to place his 
zeputation in jeopardy. A curmudgeonly co-director 
aeems bent on stealing his good name and his purse 
as a result — neither of which was trash to James, 
ле explained. They had fallen out over the tax 
squalization account which James recommended іп 
zhe first balance sheet of a new engineering company. 

(The eldest accountant of our party drained his 
zup, referred to his wife's antipathy to coffee-breaks 
exceeding.ten minutes, and left hurriedly.) 

Allocation of initial and investment allowances to i 
ihe first year's trading was advantageous in mini-,* 
mizing Schedule D liability, but clearly its main effect 
was to load the tax burden on later years. Wear and 
iear allowances would then be smaller than the 
depreciation charge and tax would be higher; an 
equalization reserve was essential. Indeed, said 
James, an English Institute recommendation had 
expressed cogent views on the topic some years ago, 
and common financial prudence said the same. Тће 
opposing director, however, wanted to see a free profit 
and loss account balance retained at its maximum. 

(Our younger colleague remembered: that he had 
to collect the laundry as well as the groceries and 
departed with precipitation.) 

The director objected to freezing part of the 
balance on the grounds that it impaired freedom to 
pay dividends and tended to reduce share values on 
the stock exchange. James thought the contrary. 
-He saw a strong balance sheet enhancing the share 
values. Their co-directors had difficulty in assimilating. 4 
the basic prinċiple involved; let tomorrow look after 
itself, they shrugged; they might have sold out by 
then. Now he must either lose face by кораша, ог 
risk his position by being adamant. 

Unfortunately there wasn't time to talk the matter 
out as James had to rush off to pick up a lawnmower 
before noon. 


July 31st, 1965 


:Finance and 
Commerce 


Docks Board Accounts 
IS week's reprint is taken from the 1964 repo-t 
of the British Transport Docks Board. The Beard 
was established by the Transport Act of 1962 zs a 
public authority and the Act vested in the Board, with 
effect from January 1st, 1963, a total ‘of thirty-two 
harbour undertakings. 

Effectively, however, the Board took over twenty- 
~ five active рогіз and currently operates twenty-fcur; 
“Southampton, Hull, Grimsby and Immingham, 
Fleetwood, Goole, Barry and Cardiff being among 
those best known. The Board stands in the seme 
relationship to the National Ports Council as do the 
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independent port trusts and other harbour authorities. 

The National Ports Council is charged with the 
formulation of a national plan for the development of 
the ports of the country and for the improvement of 
port services and facilities. Su-veying its own position 
the British Transport Docks Board has decided that 
major developments are necessary at Southampton 
and Hull for general cargoes and in South Wales for 
ore carriers. 


Development Plan 


Following discussions with the Ministry of Transport, 
the general lines of capital investment procedure and 


_ the criteria to be observed by the Board in their con- 


sideration of investment expenditure have been 
settled. At the beginning of 1964 the Board provided 
the Minister with a five-year investment programme 
totalling 61:8 million, the aztual spending in 1964 
amounting to {4:8 million. 

Since September 1 ‘5th, 1964, schemes costing more 
than £500,000 require the Minister's authorization 
to ensure that major schemes conform with the 
National Ports Council's overall dock development 


Statement 1 
BRITISH TRANSPORT DOCKS BOARD 
Revenue Account for the year anded 31st December 1964 
1963 1964 Statement 
£ £ £ GROSS RECEIPTS £ Е £ 
9,775,433 Dock, harbour and wharf dies 10,177,190 
360,607 Dry docks . . 369,892 
10,068,544 Cargo handling. services 10,406,129 
1,404,191 Other services 1,223,157 
886,241 Property rentals 1,024,164 
125, Miscellaneous 116,074 
1 22,620,320 23,315,606 
a DEDUCT: WORKING EXPENSES 
1,583,378 Operating а 1 602,993 
5,518,017 Сагко handling services 5 858,339 
1.022.684 services wa Sa 797,436 
8,124,079 8258,68 
3,784,915 Maintenance .. 3.660,413 
1,164,913 Dredging—working and ma ntenance 1,459,186 
Depreciation (Note 1) 
2,500,520 Based on cost to the Board Я 2,390,766 7 
Additlonal amount (transferred to reserve) to reflect 
2,500,520 ~ changes In purchasirg power of money à 69,514 2.460,280 13 
2,528,842 General expenses .. ‘ss 2312,264 
18,103,269 ———— ————— 18,658,911 
OPERATING SURPLUS, ba'anze after rotting set reserve 
4,517,051 for additional depreciazioa os 4,656,695 5 
48,940 INCOME FROM TRADE IMVESTMENTS 38,871 10 
4,565,991 4,695,566 
DEDUCT: INTEREST CHARCES 
3,036,655 On loan from the Minister of Transport .. 3,236,595 
(5,632) Bank and other Interest, pad less received 19,335 11 
3,031,023 —————— 3,055,930 
BALANCE OF NET REVEHUZ FOR THE YEAR DEFORE 
1,534,968 TAXATION B 45 1,639,636 
E TAXATION, based on net revenue for the year sd ө 
А — Income Тах .. m – .. — 
— Profits Tax .. — 
Amount set aside to tzxadon equalisation reserve in 
825,000 ^ respect of taxation deferred by capital allowances .. 225,000 13 
825,000 ——————. d ———— 925,000 Ё 
BALANCE OF NET REVENUE AFTER eer TO 
709,968 TAXATION EQUALISAT ON RESERVE 714,636 
709,968 Transferred to General Reserve .. 714,636 13 
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plan. The Transport Act, 1962, enables the Board to 
borrow, otherwise than by temporary loans, from the 
Minister any necessary sums to cover investment and 
working capital requirements, but it was not necessary 
to seek loans during 196 

The top limit of the Board’s borrowing powers is 
£120 million, including the commencing capital debt 
of £84-1 million. 

Because of the availability of investment and 
capital allowances there is no tax charge on the 1 
Revenue Account but £925,000 has been iil 
Taxation Equalization Reserve in respect of tax 
deferred by the incidence of capital allowances. 


Financial Target 


All fixed assets, excluding land, are depreciated 
annually on a straight-line basis according to a 
prescribed schedule of assumed lives varying from 
five to fifty years, depending on the type of asset. 
Because the fixed assets which vested in the Board at 
January rst, 1963, were revalued and expressed in 
terms of the purchasing power of money at that date, 
it was considered that the provision made for de- 
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preciation in 1963 was оп a basis equivalent to replace- 
ment cost. 

The reserve for additional depreciation shown in 
the 1964 accounts is a supplementary depreciation : 
made from revenue, based on the fall in the pur- 
chasing power of money since the beginning of 1963. 
The Board is obliged to make provision for depreciation 
cn a replacement cost basis and to make a contribution 
to general reserve towards capital development, 
premature obsolescence and similar contingencies. 

'The Board's 'financial target' is still under dis- 
cussion with the Ministry but in 1964 the surplus 
cf £4-7 million, before interest charges, showed a 
2:23 per cent return on net assets of {89-86 million, 
and net revenue of {1°64 million — a return of 1:83 
рег cent; and it would accordingly seem а fair assump- 
tion that the ‘financial target! may be set a shade 
Ligher than the 1964 figures indicate. 


Мапаретепі Accounting 


The Board has taken ‘active steps’ to develop 
management accounting services. An improved 
system of budgetary control covering all port opera- 


Statement 2 
BRITISH TRANSPORT DOCKS BOARD 
Balance Sheet - 31st December 1964 
As at 31st December 1963 As at 31st December 1964 Statement 
CAPITAL EMPLOYED Cost to Depre- 
Board ciation Not 
£ £ HXED ASSETS (Note 1) £ £ £ 
30,622,982 Land vs . ,247 — 31,888,247 
1,373,869 Site preparation and dredging Е 1,617,869 155,266 1,462,603 
19,686,788 Dock structures, Toads ang ridi = 05 790272 1,531,595 „258, 
9,726,074 Bulldings КС * 10,514,929 645,358 9,869,571 
2,501,108 Permanent nit way HA vs 22 su z 740,1 234,495 2,505,674 
5,388,541 Floating craft аж 471, 561, 5,910, 
13,825,358 Plant and ipment 15,592,819 1,735,349 13,857,470 
2,387,555 Capital works In progress 1,891, — 1,891, 
85,512,275 92,507,604 4,863,417 87,644,187 6/7/8 
567,000 TRADE INVESTMENTS at cost 567,000 10 
CURRENT ASSETS 
5 1,244,786 Stores and materials oe 1,122,434 
hc 121 Dobtors, payments in advance and Income tax recoverable . . 4,916,652 
5,000 Short term loans to Local Authoritles E — 
892004 Bank balances and cash .. А 1,188,531 
7,313,571 7,227,617 
93,392,846 95,438,804 
CURRENT LIABILITIES 
1,941,587 Trade creditors and accruing liabilities 1,863,468 
942,152 Creditors for capita! expenditure Я ‚275,010 
1,578,595 Interest due to Minister of Transport 1 _ 1318297 
4,462,434 4,656,775 
3,148,764 PROVISIONS (Note 2) 3,092,138 % 
7,611,198 7,748,913 
85,781,648 NET ASSETS before deducting Capita] Dekt . 87,689,891 
REPRESENTED BY: 
CAPITAL DEBT (Note 3) 
84,196,192 Minister of Transport: Commencing Capite! Debt .. 84,116,192 
RESERVES (Notes 1, 5 and 6) 
— Reserve for Additional Depreciation .. 69,514 13 
840,456 General Reserve .. Ste E 1,754,185 13 
825,000 Taxation Equallsstion Reserve ,750, 13 
———X Ж 
1,665,456 > 3,573,699 
85,781,648 87,689,891 
——— ARTHUR KIRBY Chairman ———— 
А. J. M. CRICHTON Vice-Chalrman 
MELCHETT Member 
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tions and including capital enditure has beem 
introduced, involving responsibility for financial 
planning by all levels of management at the ports. 
, Cost control, organization and method studies, 
“land internal audit procedures have been reviewed 
‘in order to make them fully effective as an aid to 
management’. The examination of capital projects 
from a financial point of view has been extended ‘to 
make full use of modern techniques of evaluation 
and appraisal’. 
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As is usual in the accounts ‘of а public board, the 
British Transport Docks Board’s report is extensively 
detailed, and runs to 131 pages. There are separate 
schedules for each port showing traffic and operating 
results as well as collective statistics of traffic and 
shipping movements, 

The profession is represented among the officers 
of the Board by Mr S. Johnson, F.C.A., M.INST.T., 
Assistant General Manager, and Mr A. J. Tomsett, 
B.COM., F.C.A., F.C.W.A., Chief Accountant. 





BRITISH TRANSPORT DOCKS BOARD 
NOTES ON THE ACCOUNTS 


1. FIXED ASSETS 


(a) Fixed assets are included at cost to the Board less depreciation since 
acquisition by the Board. The bases of ascertaining the cost to the Board o 
the fixed assets vesting In the Board on 1st January 1963 are as follows:— 

, (i) Land: at the value at 1st January 1963 as estimated by the Boe-d'- 

7 officers. ` 

Р ^ (H) Assets other than land: at the balance of cost to the Board's pre- 
decessors relating to the expected effective lives of the asset; a= 
1st January 1963 restated in terms of the purchasing power o 
money at that date. For thls purpose the effective lives attributec 
to the vesting fixed assets are of varying periods up to а maximum 
of fifty years. s 

(b) The Government White Paper (Cmnd. 1337) presented In April 1967 
expressed the view that the financial objectives of the nationalised Industrice 
should Inctude the provision from revenue of depreciation on an historlc 
cost basis, and that provision should also be е from revenue for suck 
amounts as may be necessary to cover the difference between the hlstorlc 
cost basis and a replacement cost basis. The report of the Committes о" 
Enquiry Into the Major Ports of Great Britain (Cmnd, 1824) issued In Septsm- 
ber 1962 also Includes In its recommendations that ports should aim ar 
providing out of revenue depreciation of assets on a replacement cost besis 

To meet these recommendations, depreciation has been charged in the 
revenue account for 1964 as follows:- 

(1) An amount calculated by reference to the cost to the Board (ar 
ascertained above) of assets vesting In the Board on 1st Januar; 
1963 with additions since at cost, and to their expected effeczive 

lives, together with 
(il) An additional amount (transferred to reserve) to reflect changes іг 
А the purchasing power of money since the fixed assets were acquirec 
i by the Board. This additional amount has been arrived at by reer- 
ence to an Index of the genere PUEDE power of money at 151 
A 1964 in comparison with the index ruling at fst Januar) 


2. PROVISIONS (See Statement 12*) 
(a) Retirement Benefits £ £ 
Former Rallway Company Superannuation Funds 1,963,772 
B.T.C. (Male Wages Grades) Penzion Scheme .. 410,483 2,374,255 


(1) The provision included above for former 
railway company superannuation funds 
represents the PECORE value at 31st 
December 1964 of future annual payments 
to secure the solvency of the funds. 

(ii) In the absence of ап actuaríal valuation it із 
not known to what extent, if any, the pro- 
vislon In respect of the B.T.C. (Male Wages 
Grades) Pension Scheme may prova inade- 
quate со meet future liabllities under the 


scheme. 

GH) The Board have continued the policy of pay- 
ing certuin pensions and allowances formerly 
рају as of grace by the British Transport 
Commission, In 1964, an amount of £86,424 
wis paid and charged to revenue (1963— 
£82,227). 

(b) Adjustments to Vested Assets and Liabilities 
unt retalned to mest further adjustments 
necessary to the amounts of the assets and 
liabilities which vested on 1st January 1963. 
£c) Interna! Insurance .. Yu ee es ES 
from 1st January 1964, ап internal levy has 

т been charged to all ports by way of premium to 

cover risks in respact of employers’ llability 

and public liability on al! incidents where the 

«ost exceeds £2,000, amounts of £2,000 and 

under being charged direct to revenue. The 

internal Insurance provision [s available to 
meet losses from such and other risks not at 
present covered with outside insurers. 


477, 33 


240,750 


3,092,138 
Movements on provisions in 1964 are set out on Statement 12", 


Statement 3 


3. CAPITAL DEBT 


On 20th March 1964 the Minister made an order (Statutory Instrument 
No. 448) under Section 39 of the Transport Act, 1962 prescribing the com- 
mending capital debt of the Board at #84,115,192. This was followed on 26th 
March 1 by а direction determining the rate of interest payable on the 
debt at 3:61 per cent. per annum and that the debe shall be repayable by 
specifled instalments in the years 1978 to 1287. 


4. BORROWING POWERS (See Statemert 14*) 


Under Sectlon 19(3) (Hi) of the Transsort Act, 1962, the segregate 
amount outstanding in respect of money bo-rowed by the Board under that 
section and the commencing capital debt of the Board shall not exceed 
£120,000,000. At 31st December 1964 the amount of the commencing 
capital debt was £84,116,192 and no further borrowings under the section 
had been made. Overdraft facilities up to £1,500,000 had, with the consent 
of the Minister, been made available to the Board, but at 31st December 1964 
no borrowings were outstanding under thls facility. 


5. GENERAL RESERVE (See Statement 13") 


The Board have decided to transfer tha balance of revenue гета 
after transfer to taxation equalisation reserve to General Reserva whic! 
undar Section 18 of the Transport Act, 1952 It is required to set up and 

пеп. 


6. TAXATION 


The Board Is subject to Income tax and profits tax In accordance with the 
ordinary rules applicable to business undertakings (with certain exceptions 
relating to the ascertainment of capital allowances on fixed assets vested In 
the Board on ist January 1963). Malnly as a result of capital allowances on 
fixed assets vested in and otherwise acquired by the Board, it 1s estimated 
that no taxation will be payable by the Board on the results of Its operations 
for the year ended 31st December 1964. Ar. amount broadly equivalent to 
Income tax and profits tax at standard rates on the net revenue (before 
taxation) for the year. has been set aside to -moiclon equalisation reserve In 
respect of taxation deferred by capital allowances. 


7. CAPITAL EXPENDITURE 


Capital Expenditure authorised and outstanding at 31st December 1964 
amounted to £9,640,000 (1963—£3,218,000). Contracts placed against these 
suthorisations and not provided for In these accounts amounted to 
£3,610,000 (1963. 1,596,000) 


8. CONTINGENT LIABILITIES 


There are various contingent liabilities uader guarantees and otherwise 
to an estimated maximum amount of £350,000 (1963—£350,000), 


9. INTEREST CHARGES TO PORTS 


Statement 11 gives details of the total Interest charges borne in 1964. 
The net cost of £3,055,930 has been charged -o the ports in the ratío of each 
port's net fixed assets zs at ist January 


10. REMUNERATION OF THE BOARD 


The зајагу payments to Members of the Bcard are'shown іп Statements 9 
and 15* and amounted to £16,045 (1963—£14,311) 


11. COMPARATIVE FIGURES—1963 


In the revenue account and operating results, the corresponding figures 
for 1963 for gross receipts and working exoenses have amended to 


state them on а basis consistent with that adopted In 1964 for certain ports 


зо thet the accounting treatment of services provided for tenants is uniform 
throughout the Board's undertaking. | 


* [Not reproducsd —Ed.] | 
] 
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CITY NOTES 


HE announcement of new economic moves was 

enough to pinch out both the technical rally in 
the equity markets and also some over-optimistic 
interpretation of the change in the leadership of the 
Conservative Party. 

The stock-market. early this week did not bother to 
wait for the definite economic news. The Prime 
Minister's forecast itself was enough for a market 
which had tended to operate under the illusion that 
the economy would be allowed to run its course over 
the autumn pressure period. 

Equities have naturally suffered from the de 
tionary aspect of the Government steps, but since 
the moves are aimed at safeguarding the balance of 
payments position and thereby protecting sterling, 
gold shares have also suffered. Тће rise in gold 
shares over the past six months or so has been based 
on the possibility of sterling devaluation or of the 
prospect of a higher price for gold as a cog in the 
machinery of international currency reform. 


But it is in the home industrial equity market where . 


principal investment lies and where the principal 
effect of deflationary moves will be felt. Hopes that the 
equity market was bumping on the bottom have been 
dashed. 

Despite the current high-yield basis of the market, 
the prospect of a worth-while rally in prices now looks 
definitely bleak. 

Ф в + Ф | 

ONDON Stock Exchange jobbers have set up a 

committee to consider ways and means of making 
the jobbing system more efficient. The committee 


|. will be working against the background of decidedly 


slim turnover in a falling market, which is just about 
the worst jobbing combination. 


Many mergers between jobbing firms have taken.” 
place in the past few years and, under conditions of ^ 
heavy taxation, jobbers tend to be financial! cramped. 
There is also concern at the amount ol business, 
particularly institutional, that appears to by-pass the 
Stock Exchange. А reduction in the number of 
jobbing firms is held, in some quarters, to have 
reduced competition and to have made for more 
difficult dealing conditions. Р 

* * * Ф 
Board of 'I'rade's recent evidence that 
industrial capital investment is stil rising is 
being confirmed by major spending programmes 
announced by the main industrial groups. Imperial 
Chemical Industries have announced plant program- ; 
mes worth in the region of £8 million. The Leyland * 
“Motor and Associated Cement groups have also been 
prominent in the announcement of major spending 
plans. It is debateable, however, whether in the 
Power strata of industry there is at present the same 
confidence — or the finance — for approving develop- . 


ment programmes at this particular stage. 
Ф є Ф + 


British Motor Corporation-Pressed Steel 
-merger proved to be one operation of this kind 
on which security was complete. The stock-market 
was taken by surprise. Quick negotiations at the top, 
early ent and an announcement made as soon 
as possible are the ingredients for an element of 
surprise. Dragging negotiations involving many 
2eople in detailed work must make the security task | 
more difficult. For all the comment that the intended’ " 
-nerger has aroused, it will be surprising if it does not 
zo through relatively quickly on the originally 
announced straight share-exchange b asis. 


RATES AND PRICES 


Closing prices, Wednescay, July 28th, 1965 


Tax Reserve Certificates: 
Bank Rate 
Nov. a, 1961 6% Јар. 3, 1963 4% 
Маг, 8, 1962 50% Feb. 27, 1964 5% 
Маг. 22, 1962 % Nov. 23, 1964 7% 
April 26, 1962 4% June 3, 1965 6% 
Treasury Bills ` 
Мау ат 6 5: 6:984% Juneas £s 10s 10:024% 
Мау28 £6 7s 334d% Juya 4510 о664% 
June 4 5 125 93148% Julyg £5 тїз 9'954% 
June 11 £5 12s o'99d?, July 16 © 125 4°63d% 
June 18° £5 115 9°57d% July 23 5 123 6:87d% 
Money Rates 

Day to day 4-5% Bank Bills 
7 days 41-54% а months 59-65 
Fine Trade Bills |. 3 months 59-69 
3 months 17796 4 months 511-67, 
months 7-74% 6 months 51-67, 

months 71-896 PS 


"nterest rate 28.11.64 34% 


Foreign Exchanges s 
New York 2794« Frankfurt 11719 . 
Montreal 3024 Milan 1744: 
4 10:054 Oslo 19:96 
Brussels 138:56 Paris 13:68 
Copenhagen 19:361] Zürich iao4F 

Gilt-edged 

Consols ib 58 Funding 3% 59-69 — 878 
Zonsols 249% 374 Savings RA 60-70  83ixd _ 
Conversion 6% 1972 96% avings 3% 65-75 та -9 
Zonv’sion 54% 1974 9 Savings 24% 64-67 92% | 
Conversion 5% 1971 91 Treas’ry 54% 2008-12 8346 
Conversion 3 86-89 


у 2 


ing 4% 60-90 92 ‘Treasury 24% 37 
Funding 34% 99-04 564 Victory 4% 95ixd 
Funding.3% 66-68 894) War Loan 33% si 
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Current Law 


Option in Will not Exercisable 
"Tu testator in Re Hammersley, Foster anc 
Another v. Hammersley and Another ([1965] 
2 All E.R. 24) by his will directed that on the death o 


7L 


his wife or in her lifetime with her consent in writirg - 


his trustees should give to his son R. the option o. 
purchasing certain freehold property at the price o. 
£12,000, the option to be exercisable by notice ir 
writing to his trustees at any time within three months 
from the date of his wife's death or of her consent as 
the case might be. In fact the testator was predeceassc 
by his wife, an event which his will did not anticipa-e 
^... Within three months of the testator's death К. gave 
# hotice in writing to the trustees purporting to exercise 
the option. His case was that although, so far as tac 
express terms of the will were concerned, no optior 
was conferred on him in the events which hac 
happened, he had the benefit of the rule in Fones v 
Westcomb ((1711), Prec. Ch. 316), which is an excep- 
tion to the general rule that, when there is a gift over 
upon a certain contingency, it will not take effect 


unless the exact contingency happens, and is to the. 


effect that, though the exact event upon which the 
gift over is to take effect does not happen, that g ft 
must a fortiori have been intended to take effect 
in the event that happens. 

Plowman, J., held that the rule applied to contia- 
gent gifts only, and that in the circumstances R. wat 
“not entitled to exercise the option given by the 

testator’s will. 


Concealment of Right of Action by Fraud 


T HE defendant in Clark and Another v. Woor 
(11965 2 АП Е.К. 353) contracted with the 
plaintiffs in 1953 to build a bungalow for then. 
Instead of using Dorking bricks, as provided by the- 
specification, he used Ockley bricks of an inferior 
kind. In 1961 the plaintiffs noticed that many of the 
bricks were beginning to flake, and it was discovered. 
that many of them were in very poor condition. In 
view of the time which had elapsed since the makirg 
of the contract, the plaintiffs had to rely on section 26 
of the Limitation Act, 1939, which provides: 

*Where, in the case of any action for which a pericd 
of limitation is prescribed by this Act, either (a) the 
action is based upon the fraud of the defendant ..., 
or (b) the right of action is concealed by the fraud 
of any such person as aforesaid, .. . the period of 
limitation shall not begin to run until the plaintăf 
has discovered the fraud ... or could with reason- 
able diligence have discovered it.' , 
Lawton, ]., found that the plaintiffs had, on tke 

facts, used reasonable diligence, and that the defer- 
dant's conduct had been, bearing in mind the 
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relationship of the parties, unconscionable: in the 
circumstances this amounted to fraud within the 
meaning of the term in section 26 (5), ‘fraud’ in this 
sense not necessarily meaning deceit in the sense in 
which it is known in common law, but having the 
sense of ‘equitable fraud’, a phrase which covers 
conduct which, having regard to some special relation- 
ship between the two parties concerned, is an un- 
conscionable thing for the one їо do towards the 
other. Lawton, J., held that the damages must be 
assessed as at the date when the cause of action 
became known to the plaintiffs (in 1961) and not by 
reference to the present cost of making the defective 
brickwork good. 


Restrictive Covenant: Enforceability by 
Landlord 


AD for ninety years from March 27th, 1897, 
contained a covenant restricting the use of the 
remises to that of a private dwelling-house, but by a 
icence dated July 19th, 1950, the landlord permitted 
the tenant to convert the property for temporary 
use as five flats, and it was provided that the tenant 
should seek the necessary consents to convert it into 


‘three maisonnettes. The tenant agreed to pay an 


additional rent of 4200 per annum until the consents 
were obtained, and thereafter an additional £35 per 
annum so long as the premises were used for purposes 
not permitted by the lease. 

The tenant failed to obtain the consents by the date 
stipulated and the landlord threatened forfeiture 
proceedings. The tenant then emptied four flats, he 
and his family occupying the fifth, and applied to the 
Lands Tribunal under section 84 (1) (12) of the Law 
of Property Act, 1925, for modification of the cove- 
nants in the lease so as to allow the property to be 
used as five flats throughout the remainder of the 
term. The Lands Tribunal found that the modifica- 
tion would not injure the landlord and granted the 
tenant’s application. 

In Ridley and Another v. Taylor ([1965] 2 All Е.К. 
51) the Court of Appeal, allowing the landlord’s 
appeal, held that the landlord would be injured, 
because if the covenant were modified in the manner 
sought he would lose the power to negotiate an extra 
rent for the use of the premises as five flats, which had 
been shown to be worth at least £200 per annum to 
him. Furthermore, the Court of Appeal found that 
no modification should be made to a covenant which 
had been redefined as recently as 1950, and in so doing 
drew an analogy from section 84 (12), which allows 
the modification of covenants in a lease only when at 
least fifty years of a term of more than seventy years 
have expired. On the subject of restrictive covenants 
generally, Russell, L.J., uttered the important dic- 
tum that the jurisdiction to sanction discharge or 
modification on the basis that the person entitled to 
the benefit of the covenant would not be injured was 
restricted to the case of the, proprietorially speaking, 
frivolous objection. 
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Correspondence . 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Whither the Profession? 


Sir, – I am very much in agreement with what your 
correspondent, Another Industrious (Chartered) Ac- 
countant, has to say in your issue of July ryth. A 
thorough overhaul of the system of training for the 
accountancy profession is long overdue. So long as 
we have several bodies with parallel objects — some 
recognized; some not — along with specialist and 
quasi-specialist bodies, all representing the body 
politic of accountancy, we simply cannot claim to be 
one of the leading professions in the country. 

Your correspondent rightly poses the question: 
Why not a single recognized qualification for all 
persons involved in finance? Accepting that as a 
principle, why not sectionalize the qualification into: 


(i) public accountancy, auditing and allied work; 


(ii) public service accountancy in its widest 
context; 


(iti) industrial and commercial accountancy. 


It would seem to me that the first steps in rational- 
ization would be to co-ordinate the twelve or so 
separate accountancy bodies known to your corres- 
pondent to be in existence. A logical ‘follow-on’ 
step would be to classify and register the aggregated 
membership into the appropriate sections — (1), (i1) or 
(iii). On the matter of designatory letters it would be 
essential to indicate the separate sections. Additional 
specialized qualifications, e.g. costing, could be 
earned by supplementary examinations with appro- 
priate endorsements on the candidate’s certificate. 

Would it not be logical to develop a common 
pattern of training and examination up to an ‘inter- 
mediate’ or ‘theory’ level; thereafter, the candidate’s 
final section would be determined by the section of 
finance appropriate to his training and the special- 
ization of his choice? 

I appreciate all this sounds an over-simplification 
of what has been a thorny issue for years and years. 
The unfortunate thing is that it is likely to remain a 
thorny issue to the end of time if the matter is not 
tackled seriously. One can imagine some of us raising 
eyebrows in horror at the prospect of having to rub 
professional shoulders with brethren enjoying what 
we might call — rightly or wrongly — a lower social 
order in the accountancy world. Equally, one can 
imagine those of that lower social order enthusing over 
the prospect of professional elevation. Even at the 
expense of the injured pride of one generation of 
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accountants, the house has to be put in order. 
Must not the alternative to rationalization and co- 
ordination be the suppression and extinction of the 
unrecognized bodies? But that is something that is, — 
n itself, hardly in keeping with our traditions of^ 
democracy. 

Incidentally, but not unimportant, a registration 
зузіеш would do away with the proliferation of 
-mpressive designatory letters that seems to present 
-oday's image of accountancy as a confusion within 
-tself. 

Yours faithfully, 


VOX CLAMANTIS IN DESERTO. 


A Plan for Accountancy Education 


Sig, – Mr Kenneth S. Most, in his reply (July 17th 
issue) to the Secretary of the Corporation of , 
Secretaries, disclaims making an unfounded sweeping: 
assertion in his earlier article and then goes on to 
make another. 

He says "We may assume that those members 
(of The Chartered Institute of Secretaries and 
The Corporation of Secretaries) who act as 
secretary to more than one company compensate 
for those who are secretaries of none’. He then 


"assumes that as there are only 38,000 qualified 
‘secretaries, qualified accountants act for the re- 


maining 410,000 United Kingdom companies. Does 
he assume also that there are 410,000 accountants? 
If the relatively small number of qualified accountants 
can deal with that number of companies, so can 
the qualified secretaries. 

Mr Most appears to be unaware that the secretarial } 
profession is one that is practised and that thé 
chartered or certified secretary in practice has many 
client companies, not just one or two to average 
out his assumption of 38,000 companies handled by 
38,000 secretaries. 

As a member of both professions, having an 
accountancy practice and a separate secretarial 
practice, I feel competent to write on the subject 
with an unbiased view, and while there must always 
be some overlap of professions I hold the opinion 
that, so far as possible, secretaries of companies 
should be qualified as such, leaving audit and taxation 
work to qualified accountants. 

Yours faithfully, 


London, WCr. T. H. HAZLEM. 


Yields and D.C.F. 


Sir, – I refer to Mr D. C. Beaton’s article on ‘Yields =4 
is the D.C.F. method the last word?' in your issue of · 
July 17th. There are many arguable points in this 
article, but the one I must refute is where Mr Beaton 
asserts that ‘the redemption of capital outlay on an 
income-producing asset is normally required in 
business at a rate approximately equal for each year 
of use’. I seriously doubt whether this is a widely held 
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view, but even if it is, is it a sensible one? It may suit 
а tidy mind to receive both income and depreciaticn 
in equal annual amounts, but it almost never happers 
in business. ү 
\ With the incidence of capital and investment allov-- 
ances on new projects, even when the gross income 8 
constant from year to year, the yearly net-of-tzx 
cash-flows vary considerably, and it is here that tke 
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D.C.F. method becomes uniquely valuable. If 
one were to offer Mr Beaton, on the same invest- 
ment, either {100 for each of two years ог [150 
in the first year and £50 in the second year, then I'm 
sure he would take the latter. His decision would be 
amply supported by a D.C.F. calculation. 

| Yours faithfully, 


London SWr. C.J. С. HOFFMAN, a.c.a. 





' Taxation Case 


A full report of the case summarized in this column 
will be published, with а Note on the Judgment, in 
the ‘Annotated Tax Cases’, 


Bishop v. Finsbury Securities Ltd 


In the Court of Appeal – July 7th, 1965 
D THE MASTER OF THE ROLLS (Lord DENNING, 
rd Justice Davies and Lord Justice RUSSELLI 


Income tax — Loss — Claim for adjustment — Share- 
dealing company — Dividend-stripping — Forward- 
stripping — Whether acquisition of shares a trading 
operation — Income Tax Act, 1952, section 341 — 
Finance (No. 2) Act, 1955, Schedule 3, paragraphs 4, 5 


On December 29th, 1958, the respondent, a share 
dealing company, acquired the one hundred pre 
"ferred shares in another company (Warshaw) at the 
"price of £60,100, of which £20,100 was payable 
forthwith and the balance not later than Decembe- 
31st, 1960. These shares carried a dividend of 6 pe- 
cent and the right to a sum, each accounting perioc 
to 1963, equal to the profit of the period, computec 
in a particular way, but subject to a total of £60,00c 
for all those periods. The sale agreement providec 
for the purchase price to be adjusted by reference tc 
a decrease in dividends paid on the shares on or 
before December 31st, 1964, and by reference to the 
amount that the respondent might receive in receipt 
of a loss claim not later than December 31st, 1966. 
During 1959 this particular sale was abandoned. 

On February 2oth, 1959, the respondent company 
agreed to buy all the one hundred issued shares im 
another company (Mantern Ltd) for £100 and а 
further sum, if any, equal to 85 per cent of the net 


rofits of Mantern earned up to March 31st, 1960.- 


he sale agreement also provided for the vendors 
to purchase or procure the purchase of assets of 
Mantern unsold at March rst, 1960. The respondent, 
by a supplemental agreement, covenanted with. 
the sellers of the shares that it would procure 
that Mantern would pay a dividend equal to the 
whole of its net profit up to March 31st, 1960, after 
deducting tax at the standard rate, and would pay- 


» 


an equal sum to the vendors. This sum was to be 
in reduction of the further sum already mentioned. 
The respondent was to pay the balance of the further 
sum when, but not unless, the respondent obtained 
a reduction in its income tax in respect of the dividend 
pursuant to a claim under section 341 of the Income 
Тах Act, 1952. 

'The respondent was not in a position to finance 
these transactions and the vendors agreed verbally 
that the further payments should be made as and 
when dividends from the companies enabled the 
respondent to pay them. 

The respondent company entered into twelve 
transactions on the Warshaw pattern, and three 
transactions on the Mantern pattern. 

It was contended by the Revenue that the shares 
bought by the respondent company did not become 
trading stock of its trade as a share-dealer; and, 
alternatively, if the shares did become trading stock 
of that trade, the dividends received on the shares in 
the various companies should be treated as receipts 
of that trade and brought into account accordingly. 
The result would be that no loss could be established 
by the respondent. For the respondent it was con- 
tended that the transactions in question were opera- 
tions of its trade as a share-dealer; that the dividends 
in question should not be brought in as trade 
receipts; and that it was entitled to repayment, under 
Section 341, in respect of the loss it made when it 
sold the shares in question. 

'The Special Commissioners decided in favour of 
of the respondent on both points, and directed that 
the figures should be agreed. Before their final 
determination was made, the case of F.S. Securities 
Ltd v. C.I.R. was decided in the Court of Appeal, 
and the Special Commissioners reversed their 
decision on the Revenue's alternative contention, 
and rejected the respondent's claim. Later the 
decision of the Court of Appeal in that case was 
reversed in the House of Lords, so that the alternative 
contention of the Revenue fell away and the only 
remaining point in dispute in the present case was 
whether the shares in question were part of the 
trading stock of the respondent as a share-dealer. 
The Special Commissioners decided that they were. 


Held (the Master of the Rolls dissenting) (affirming 
the judgment of Mr Justice Buckley): the decision of 
the Special Commissioners on that point was correct 
and the claim under section 341 should be allowed. 
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Inexpensive Add-lister 


OW available in the contemporary range of models 

offered by Adwel ів` опе of the least expensive 
add/listing machine in the world — the Adwel Mint. 
With an entry capacity of £59 19s 114d, and a totalling 
capacity of £99 195 ri$d, the Mint is especially 
suitable as a counter machine for smaller shops, or as 
an itemizing machine in larger businesses. 

This latest addition to the contemporary Adwel range, 
which retains all the repeat, correction, total and sub- 
total facilities, popular in existing machines, sells in 
the United Kingdom for £29 10s. 

Adwel Adding Machines Ltd, 11 St Cross Street, 
London W1. 


High-speed Calculating 


IEHL Transmatic S is the title given to a new 

printing calculator which has two stores, a memory 
and a distribution mechanism that holds the last 
printed figure ready for transfer to any of the other 
units. 

Among major features of this new calculator are: the 
calculations and results are printed out together with 
the symbols of the keys used; the next value can be 
entered on the keyboard while the previous calculation 
is being done; no resetting through the keyboard of 
any results for further calculations is necessary. 
Decimals are automatically positioned and rounding 
off, once set, is automatic. Totals or sub-totals can be 
taken without disturbing the value on the keyboard. 

Price: £498 (or £399 for educational use). 

Archimedes Diehl Machine Co Ltd, ADM House, 
Northfield Avenue, London Ws. 





Diehl Transmatic S Calculator 


Desk-top Document Shredder 


ECURA EXECUTIVE is the name given to a new 

compact, personal shredding machine. It measures 
only 11$ X 9} X 5$ in. and will accept up to four sheets 
of bank paper at a time — as well as pins and staples — 
transforming them into shreds of one-eighth in. (3 mm.) 
wide. Foolscap scheets can be fed into the harcened 
steel throat. 
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New Offic 


All the unreadable shreds are held within the unit 
in a built-in container that has an indicator to show 
when the container is full. 

Price: £43 

Business Aide Ltd, 59 Islington Park Street, London 

Nr. 


For Low-value Franking 


ONEO-NEOPOST have introduced a new ten- 

value franking machine known as the Neopost 105. 
This offers selection of values from 24d to 1s with 
rapid repeat franking for higher values, including 
parcel rates. Though the 105 is small—it occupies 
9 by 9 in. of desk space-—it contains many of the 
features found in larger Neopost franking machines. _ ' 

For instance, it is impossible to operate the 105 

unless an enevlope is in position; control of expendi- 
ture is provided by a meter showing the total amount 
franked; a label dispenser is fitted for parcel 
purposes; and a lock prevents unauthorized use. 


Roneo-Neopost Ltd, Lion House, Richmond, 
Surrey. 


One-step Transfer Copying 


FEATURE of the new Apeco Systematic transfer 

copier is the one-step operation; the original, 
negative and positive paper are fed together. After 
exposure, the negative and positive are separated from 
the original (which is returned to the user) and passed 
automatically through the developer trough. This is^ 
filled, by a small pump, from a quart plastic cartridge 


which is easily replaced when fresh developer is needed. ^— 


'The machine measures 21 in. by 13 in. by 6 in. and has a 
break-resistant plastic cover. 

Price: £135. 

Apeco Ltd, Columbus House, North End Road, 
Wembley, Middx. 


New Desk Pen 

new Flowrite pen is made from polystyrene 
and is available in four colours — black, blue, 
green and red. The coloured barrel and the cap 
denote the colour of the refill and they have white 
buttons and nose caps and are complete with a pocket 
clip. Incidentally, the black pen contains reproduction 
'The pens are packed in dozens at 18: a dozen and 

the refills in three dozens at 215. 
Ofrex Ltd, Ofrex House, Stephen Street, London 

Wi. 


Typewriter Cleaner 


EW from Ofrex is a small plastic stick containing 
a capsule of cleaning solution and a wick. To 
clean the typeface, all the typist needs to do is remove 
any paper from her typewriter, separate one cleaning 
stick from a boxful — crush or snap the inner capsule 
by squeezing it, wait a few seconds until the wick is 
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saturated then brush the typeface. A single stick is 

sufficient for one type cleaning application. 

PE Ltd, Ofrex House, Stephen Street, London 
I. 


Combating Tobacco Smoke 


[5 your colleagues at meetings or conferences fill your 
office with tobacco smoke you can renew the air апа 
destroy any active bacteria by the use of the new Felvic 
air purifier. 

Used oxygen in the room's atmosphere is replaced 
by fresh oxygen from the unit; this oxygen is created. 
by an ozone lamp which purifies the air. Unpleasant 
odours are also destroyed by the Felvic liquid air- 
k freshener within the machine. One bottle of air-fresh 





The Felvic Air Purifier 
lasts for almost one hundred hours and is dispersed 
through the atmosphere by means of a built-in fan 
which operate from a 20 W. master. 

The Felvic air purifier weighs 4 lb. and measures 
8} in. by 6 in. by 3$ in., it can therefore be placed on 
a small shelf adjacent to the desk or even on the board- 
room table. 

Price £18 185. 

Felvic Marketing & Sales Co Ltd, 71 Carolina Road, 
Thornton Heath, Surrey. 


3M Paper down to 1d a Sheet 


HE cost of Thermo-Fax systems copying paper 
. has been reduced аз a result of a new discount 
structure announced by the 3M company. Improved 
discounts of up of 40 per cent on quantity orders 
means that Type S copy paper now costs less than 1d 
-а sheet. ` 
The 3M company states that the new prices will 
extend the scope of systems copying on their Thermo- 
Fax machines and will be competitive in cost with 
dyeline and spirit masters. The discounts apply to both 
А master papers and 5 copy papers. 
The A (master) sheet is a lightweight coated paper 
that is neither light nor heat sensitive. It may be 
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typed, or written on in pencil, ink, rubber stamp, and 
so forth. 

Type S copy paper is a bond-weight paper, normally 
white, but also available in a range of colours, including 
blue, green, pink, yellow, salmon, cherry and golden 
rod. It is neither heat nor light sensitive but becomes 
heat sensitive when in contact with Type A paper in 
the ''hermo-Fax machine. 

А new heat sensitive hectographic carbon sheet has 
also been introduced by the 3M. company. It is for 
making spirit masters from originals that can be typed 
on ordinary plain paper, or from existing originals. 

The new spirit masters comprise a heat-sensitive 
hectographic carbon paper with a sheet of master 
paper tip gummed to it. The set is placed on top of the 
original in a plastic carrying-screen, and passed through 
a Тћеппо-Ках copier. Afterwards, the hectographic 
carbon sheet is torn off and discarded. T'he master is 
then ready for running on a spirit duplicator, and will 
produce up to one hundred good copies. 

The cost per box of one hundred sets of apirit 
masters is 52s 6d for 10 X8 in.; 552 3d for Ад size and 
595 for 13 X 8in. 

Minnesota Mining & Mfg Co, 3M House, Wigmore 
Street, London Wi. 


For Address Cards 
NEW typewriter for the preparation of 2 in. by 
44 in. Elliott address cards has recently been 
introduced. Known as the Imperial 335, it is a special- 
purpose typewriter designed to eliminate many of the 
operations necessary when Elliott address cards are 
prepared on a standard correspondence typewriter. 
А vertical holder retains the card in the correct 
position for the identification details to be typed. 
Operation of the linespace lever then repositions the 
card for the first line of the address and automatically 
switches out the ribbon. Thus, the typist is free to 
concentrate on her typing and can work at a higher 
speed. 
Price £110. 
Elliott Business Machines Ltd, Astronaut House, 
Hounslow Road, Feltham, Middx. 








Imperial Model 335 


154 


THE 
ACCOUNTANT 


July 31st, 196: 


Notes and Notices 


PROFESSIONAL NOTICES 


Messrs Coopsr BroTHers & Co announce that their 
associated firm of Barr Burcess & STEWART, of 
Auckland, Wellington, Christchurch, Palmerston Nerth 
and Dunedin, New Zealand, have amalgamated their 
practice with that of PETERSON, Мовсам & WEEDS, of 
Invercargill, New Zealand. 


Messrs Cooper Brotuers & Co, Coopers & 
LYBRAND, and SANFORD YuNG & Co announce that 
thev have opened an office in Hong Kong at Pacific 
House, Queen's Road Central, Hong Kong. “he 
resident partner is SANFORD YUNG Tao YUNG, СА. 


Messrs GEORGE Е. SIDAWAY, B.COM., F.C.A., W. L. 
Danks, F.C.A., and К. P. REARDON, A.C.A., practising in 
partnership at Blackheath, Halesowen and Stourbridge 
under the style F. E. Smaway, Son & Co, announce 
that they were joined in partnership as at July 1st, 1c65, 
by Mr GRAHAM JOHN GREENFIELD, A.C.A., who served 
his articles with the firm. The firm name is unchanged. 


Messrs Price WATERHOUSE & Co (South Africa) 
announce that Mr Амрвку MORTON FLEMING, 
C.A.(8.A.), who has been a manager in their Johannesburg 
office for some years, has been admitted to piae 
in the firm as from July rst, 1965. 


Appointments 


Mr Eric Holt, A.C.L8., F.A.C.C.A., a director of the 
Dunlop Rubber Company, has been inauguratec as 
President of the Federation of British Rubber and 
Allied Manufacturers. 


Mr M. А. Hynes, F.C.A., has been appointed director 
of finance and administration of ТВМ United Kingcom 
Rentals Ltd. 


Mr Alister D. Mackay, B.COM., C.A, F.C.W.A., 
finance director and deputy managing director of 
Standard Telephones and Cables Ltd, becomes 
managing director of the company on August rst he 
will also function as chief executive officer of S. T.C. 

Mr W. J. Lees, A.C.A., formerly a director and chief 
accountant of Wheelock Marden & Co Ltd, has keen 
appointed a managing director of the company. 

Mr К. M. Moss, Р.С.А., has been elected president 
of the Bradford and Bingley Building Society, to fill the 
vacancy caused by the death of Mr А. E. Ellison, F.C.A. 

Mr A. P. Ravenhill, r.c.4., has been appointed a 
director of Forte's (Holdings) Ltd. 

Mr R. D. White, А.А.С.С.А., has been appointed 
chief accountant of Castrol Ltd. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


President's Luncheon 


The President and Vice-President of The Institute о 
Chartered Accountants in England and Wales gave 
a luncheon party last Tuesday at the Dorchestei 
Hotel. The guests were: The Rt Hon. John Diamond 
Mr I. Garnett-Orme, Mr H. Peake, Sir Richard Powell 
Mr Е. W. Sturge, Mr R. F. M. Wilkinson, Sir Thomas 
Robson, Mr R. G. Leach, Mr J. D. Russell, Mi 
E. F. G. Whinney and Mr C. Evan-Jones. 


Teacher Training Course 


Following the favourable response to the course or 
teaching methods held last April at Huddersfield, the 
Institute's Education Committee has made arrange- 
ments to hold a further course at the London Univer- 
sity Institute of Education from September 16th tc 
19th. The course will be predominantly residential but 
applications from non-residents can also be accepted. 

'The course is intended to provide an introduction 
to teaching methods with particular reference to basic 
accountancy subjects, and will be primarily of interest 
to those who have entered teaching recently or who are 
proposing to take up teaching full-time or part-time 
in the near future. 

Applicetions will be welcomed in particular from 
teachers at colleges which are participating with 
district societies in the provision of courses and also 
from lecturers or potential lecturers not on college 
establishments. 

The provisional programme is as follows: 

Thursday, September 16th 

6.00 p.m. Assemble, followed by dinner. 

8.00 p.m. Introductory address by Mr A. H. Walton, 

F.C.A,, Vice-Chairman of the Institute's 
Education Committee. 

Friday, September 17th 

10.00 алп, ate Institute’s examinations: 

Mr J. A. Jackson, r.c.4., Chairman of the 
Institute’s Examination Committee and a 
member of the Education Committee. 
Principles of learning (speaker to be 
arranged). 

Student icipation and its achievement: 
Mr R. J. W. Stubbings, B.COM., F.C.A., 
Staff Inspector, Technical Teacher Train- 
ing, Department of Education and Science. 


Aids to teaching (speaker to be arranged). 


Free evening. 


11.30 a.m. 


2.00 p.m. 


3-30 p.m. 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SWI 


Telephone Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Saturday, September 18th 

10.00 a.m. Introduction to practical work. 

11,30 a.m. 
2.00 p.m. 
3.30 p.m. 
8.00 p.m. 


Sunday, September 19th 
10.00 a.m. Practical work in small groups. 


11.30 am. Question time and review of course. 
Lunch and disperse. 


The fee for the course has not yet been fixed but w1 
not in any event exceed £8. An appropriate reduction 
will be made for non-residents. 

It is recognized that, particularly with the Summer 
vacation intervening, notice is short and it is therefore 
intended to accept applications, provided pie ane 
available, up to September oth. 

Further details and an application form are obtair— 
able from the offices of the Institute, City Hous-, 

* 56-66 Goswell Road, London ЕСт. 
к 


Practical work in small groups. 


THE GOVERNMENT P pae REGULATIONS, 
1905 

The Government Stock Regulations, 1965, which were 

laid in draft before Parliament on May 27th, came into 

operation on July 15th and were published last Friday 

(Н.М.8.0., price 15 3d). 

The regulations provide for the transfer and registre- 
tion of certain Government stocks and registered bonds 
on the Bank of England Register and the Belfast an 
Dublin Registers of the Bank of Ireland. They геуока 
and re-enact with modifications the Government tes 
Regulations, 1943, as amended. 


A. CENSUS OF DISTRIBUTION FOR 1966 


'The Board of Trade have made an Order! prescribinz 
1967 as a year in which a census of distribution ane 
other services shall be taken in Great Britain, coverinz 
trade done in 1966. 

'The following kinds of business will be included ir. 
the census: retail trade (except establishments епрарес. 
only in selling goods by auction or in selling fuel 


timber, building materials other than wallpapers o-- 


paints, agricultural supplies, motor vehicles and part- 
or accessories, petrol and oil); establishments engagec 
in installing, repairing or hiring out consumer goods 
laundering (including launderettes), dry cleaning 


pressing and dyeing, hairdressing, manicuring anc 
beauty culture, pawnbroking and relaying sound o: 
television broadcasts. 

The census will not cover wholesale distribution. 
public houses or the provision of services other thar 
those mentioned above. 


1 Census of Distribution (1967) Order, 1965 (S.T. 1965/1408) 
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The Board of Trade have also laid before Parliament 
the Census of Distribution (1067) (Restriction on 
Disclosure) Order, 1965. This Order, which needs to 
be approved by resolution of each House, will forbid 
the disclosure to other Government departments of 
information obtained at the census relating to parti- 
cular undertakings. 


MANCHESTER BUSINESS SCHOOL 


Mr W. С. McClelland, maneging director of Laws 
Stores Ltd, a Tyneside supermarket chain, has been 
appointed the first director о: the new Manchester 
Business School. Mr McClelland, who has held the 
senior research fellowship in management studies at 
Balliol College, Oxford, since 1952, will take up his 
new post towards the end of September. 

The Business School announced at the end of last 
week that its first course on menagement will start on 
September 27th. The course — restricted to fifteen in 
number — will last twelve weeks and cost 2600. 


INTERNAL AUDITORS AT MANAGEMENT 
CONFERENCE IN BRUSSELS 


At a conference next week at the Mariagement Centre 
Europe Branch, in Brussels, of ће American Manage- 
ment Association, papers are to be presented by four 
members of the London Chapter of the Institute of 
Internal Auditors. Mr S. S. Ross, Vice-President of 
the Chapter, will speak on ‘Orgenizing and administer- 
ing an internal audit department’. The other papers 
and speakers are as follows: ‘Obtaining and developing 
an effective staff of internal auditors’, by Mr D. Taylor; 
‘Presenting audit results and reports to management; 
by Mr R. P. Tester, c.a.; ‘Relationship of internal 
auditors to public accountants’, by Mr J. Sammons, 
A.A.C.C.A., A.C.W.A. 


1965 BUSINESS EFFICIENCY EXHIBITION 


For the first time this autumn’s Business Efficiency 
Exhibition will occupy two cf the three halls at 
Olympia, London – the Grand and the National. Or- 
ganized by the Business Equipment Trade Association, 
it will be officially opened on October 4th, and will be 
open to the public from Octobe- sth to 13th. 

An innovation this year will be the inclusion at the 
Exhibition for the first time cf a number of firms 
demonstrating business services of one kind or another 
(as opposed to business equiprcent), and will include 
banks, the G.P.O., Location of Offices Bureau, tele- 
phone cleaning services and finance houses. Тће 
equipment on display will occupy nearly 160,000 
square feet of stand space, 24,00c square feet more than 
last October's show. Some 172 companies will be 
taking part, compared with 153 .ast year. 












ANR.R.C. HOME-STUL Y COURSE provides the simplest answer. Backed by 37 years 
of postal tuition experien=e and over 85,000 passes, it assures your success in all the 
principal Accountancy examinations, and also In Secretaryship, Banking, Insurance, Local 
Government, Law, Civil S- rvice, G.C.E., etc. 
Free 1C-page book (without obligation) on application tc: 
THE RAPID RESULTS COLLEGE 


DEPT CA1, TUITION HOUSE, LONDON 8W19 
Member af the Association of British Correspondence Colleges 
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THE ASSOCIATION OF ENGLISH 
CHARTERED ACCOUNTANTS IN SCOTLAND 


The seventh annual general meeting of The Associa- 
tion of English Chartered Accountants in Scotland 
was held at the University Staff Club, Chambers Street, 
Edinburgh, on July 2nd, when a record number of 
members attended. 

Atthe Executive Committee meeting which followed, 
Mr Cross Rudkin was appointed chairman for the 
ensuing year, and the following were elected members 
of the Executive Committee: 

Messrs A. Adamson (Glasgow), J. P. Butler (Tain), 

H.C. сч (Сино, С.Е. Cross Rudkin (Edinb E 

, J. H. Lawrence (Kilmarncck), 
ies), J. S. Masterton (Edinburgh), 
inburgh), W. T: Riddle urgh), 
Robertson (Edinburgh), Miss M. pcd 
(Einb) Messrs К. E. Young (dinh) M. G. 

ittet (Edinburgh). 

Following the meeting, members paid a private visit 
to the Royal Observatory, by kind invitation of the 
Astronomer Royal for Scotland, and were particukrly 
interested in the variety of work being carried оп, 
from space research to earthquakes, and in the tre- 
mendous changes which had been made following the 
transition to the computer age. 


THE PROFESSIONAL CLASSES AID COUNCIL 


The report of The Professional Classes Aid Council 
for the year ended March 31st, 1965, records that the 
total available income for the year amounted to £31,298 
compared with £32,550 in the preceding year. The total 
expenditure rose by £4,120 above last year’s figure of 
435,716, and comprised £29,531 for relief of all kinds, 
£7,204 for administrative costs, and £3,101 for cther 
expenses including appeals and ‘publicity. 
Financial aid was given during the year in respect 
of 163 new cases, nineteen applicants reapplying for 
help and 371 continuing cases. This aid comprised, in 
the main, general relief and annual grants, and grants 
towards children’s education. During the year, the 
report states that donations fell rather seriously com- 
pared with 1963-64 due mainly to the absence of gifts 
from trusts and to the time-lag in receiving tax rebates 
on covenanted subscriptions. lt is apparent from the 


Council's ‘available income’ that cases requiring relief ` 


have, in the year under review, placed considerable 
pressure on the limited resources of the Council's funds. 

The Council is composed of representatives of nzarly 
all the professional bodies and it works in close associ- 
ation with their benevolent funds and other welfare 
institutions. The Institute of Chartered Accountants in 
England and Wales is represented on the Counci. by 
Mr J. A. Allen, F.c.4., and The Association of Certified 
and Corporate Accountants by Mr A. C. S. Meynell, 
F.A.C.C.A. The address of the Coupe is 10 St Chris- 
topher’s Place, London W1. 


мотор UNION 
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OFFICIAL RECEIVER APPOINTMENTS 


The Board of Trade have announced the following 
appointments to take effect from July 7th: 

Mr Wilfred Whitehead to be Senior Official Receiver: 
in Bankruptcy attached. to the High Court. 

Mr Walter Harold Haigh to be an Official Кав? 
in Bankruptcy attached to the High Court. 

Mr Arthur David Gwyther to be Official Receiver 
for the Bankruptcy Districts of the County Courts of 
Birmingham, Coventry and Warwick. 


HULL, EAST YORESHIRE AND LINCOLNSHIRE 
SOCIETY OF CHARTERED ACCOUNTANTS 


The Society’s annual golf competition for the J: J. 


; July 31st, 1965 


i 


Campbell Cup was held on . Thursday afternoon, | 


July 22nd, at the Brough Golf Club, near Hull. There 
were eighteen entries in all and the results were as 
follows: 


points 

G. S. W. Marshall*, (9) 38 
D. Сир, (11) = 38 
J. S. Kemp, (18) 37 
B. H. Fawcett, (11) 35 
M. G. Bain, (13) 34 
J. T. Bootyman, (20) 30 
D. C. S. Downs, (3) 29 
* I. Hewitt, (24) 28 
C. 8. Blackburn, (24) 26 
J. P. Kemp, (17) 26 
R. M, Strachan, (м) 25 
R. А. Robinson, (22) 24 
R. H. Stone, (21) 23 
E. W. Judges, (24) 22 
T Wood, (20 ai 
E n, 19 


THE | 
ACCOUNTANTS OF SCOTLAND 
Assistant Secretary 


The Institute of Chartered’ Accountants of 
Scotland proposes to appoint an Assistant 


Secretary to share in the administrative work of 
the Institute. The successful candidate will 
pony bea university graduate with experience 

ative work who is between the ages 
of 25 and 35. The commencing salary will be 
between £1,750 and £2,250 per annum accord- 
_ing to qualifications and experience, and will be 
subject to annual review. There is a contributory 
pension scheme. Applications should be sent to 
the Secretary of the Scottish Institute, 27 Queen 
Street, Edinburgh 2. 


all classes 
of insurance 


transacted 
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| Ethics Under Review 


N any caling which aspires to be a profession, impeccable 
[Е an the part of its members is raaintained partly by 

reason ani partly by instinct. Because tais is во, a compre- 
hensive written code is seldom necessary. What the rules leave 
out can usualy be supplied either by the application of common 
sense or by conscience – that delicate mecharism which tells each 
individual wko entertains one what is right and what is wrong. 
There are occasions, however, when the behaviour of a member 
clashes, deliberately or inadvertently, with zccepted conventions 
and accordinzly most professional bodies have a disciplinary 
committee, in one form or anotlier, to investigate and adjudicate 
upon such cases. The decisions made by this committee help, in 
the same way as case law supplements existirg statutes, to create 
a rounded ethical code. 

In The Institute of Chartered Accountants in England and 
Wales, standards are further defined by periodical statements 
issued by Фе Council on particular aspects of professional 
conduot. Suck pronouncements are made necessary by develop- 
ments within the profession and by the ever-changing structure 
of the business community in which it oderates. The paper 
given by Mr C. CnoxrON-SMITH, M.A., LL.B., Е.С.А., at the 
Institute's recent summer course at Oxforc — reproduction of 
which begins in this issue- reviews the whcle subject in detail. 

With such a vast corpus of material at his disposal and with 
the responsibrity of omitting nothing of impor-ance, Mr Croxron- 
SMITH’s paper is understandably lengthy but ле was helped in his 
task by having a worthy, predecessor in Mr D. V. HOUSE, F.c.a., 
who gave a paper on the same subject at the 1956 summer course.? 
А. careful reacing of the two papers, each ап authoritative com- 
mentary on the conditions obtaining at the time it was written, 
makes clear the changes in attitudes which hare taken place in the 
interval, particularly in the field of management consultancy. 

At the end of his paper, Mr CroxTon-SMITH states that much 
research could be undertaken on the subject of comparative ethics. 
Some idea of -he scope may be had from a recent publication of 
the American Institute entitled Professional Accounting in Twenty- 
five Countries which includes a brief outine of the ethical 
requirements of the principal professional bedies in each. The 
section on the United Kingdom, incidentally, is a remarkably 
concise compression of the pattern of Mr Croxron-SMITH’s paper. 
1 Reproduced in The Accountant, October 13th to November 3rd, 1956. 


3 The American Institute of Certified Public Accountcnts, 666 Fifth Avenue, 
New York, N.Y., 10019, $12.00. 
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Business Assets Relief - III 


Y ) У Е have pointed out that the sum which 
may be excluded from capital gains tax 
liability under clause 34 of the Еіпалсе 
Bil is subject to a maximum, no matter how 
many times the taxpayer may dispose of business 
assets after he attains the age of 60. What is not clear 
is how the maximum is applied where there are 
disposals at various stages in time after he attzins 
60. The maximum rises steadily from zero on 
the day before his 6oth birthday to {10,c00 
five years later. The first part of clause 34 14) 
(which seems to have no relevance to the -e- 
mainder of the sub-clause) says that the relief 
shall be applied in the order in which eny 
disposal takes place. It is arguable that if che 
last disposal within the clause takes place after 
the 65th birthday then the full £10,000 
maximum applies, notwithstanding that most 
of the gains accrued before 65 (but after sọ). 
However, this argument is unlikely to prevail 
In arriving at the above maximum, the gains 
have to be computed without regard to clause 
34, and the losses similarly computed and set off 
before the maximum is applied (clause 34 (5)). 
So far we have dealt with what we have 
called (а) disposals’, i.e. disposals of actual 
chargeable business assets. It is time now to 
turn to ‘(b) disposals’, namely, disposals within 
clause 34 (1) (b) This applies where the in- 
dividual has attained the age of бо 


(1) by way of sale or gift; 

(ii) of shares or stock or securities; 

(iii) of a company ; 

(iv) which has been both (a) a trading company 
and (b) his family company ‘during’ the 
ten years ending with the disposal; and 

(v) of which he has been a full-time working 
director ‘throughout’ that ten-year period. 


We will take these five requirements in order. 

Clearly if the taxpayer exchanges the shares 
etc. for value other than money there will be 
neither a sale nor a gift and the relief will be lost 
unless a concession is made. 


Clause 45 (1) defines shares to include stock but 
gives no clue as to the meaning of ‘securities’, 
An ordinary debt owed to the taxpayer would noi 
be a security but its disposal would not bring 
a gain unless he acquired it by assignment. Ir 
that case it would be in his interest to have it 
converted into a debenture if he can persuade 
the company to do it. ‘Company’ includes any 
body corporate or unincorporated association but 
does not include a partnership (clause 45 (1)). 

For the meaning of 'trading company' clause 
34 (6) refers the reader to paragraph 8 of Schedule 
18 to-the Bill. This paragraph is expressed to give 
the definition ‘for purposes of the provisions . . 
relating to close companies’. However, this doe: 
not mean that a company need be a close 


„company to attract the benefit of clause 34. A 


company may qualify as a trading company ir 
one of two ways. It qualifies if it exists wholly oi 
mainly for the purpose of carrying on a trade 
ie. a trade in the income tax sense. ЈЕ als 
qualifies if its income does not consist mainly ој 
investment income. This test can be appliec 
only by looking at the company's history over : 
period, but such period need not, it seems, be th: 
full ten years. 

A company is a man's ‘family company’ if eithe: 
(2) not less than 25 per cent of the voting right: 
are exercisable by him or (5) not less than то реј 
cent are exercisable by him and not less than 7: 
per cent are exercisable by him or by a membe: 
of his family (clause 34 (6)). What is his “ашу” 
It includes (i) his spouse, (ii) his relative anc 
(iii) his spouse's relative. A brother, sister, 
ancestor or lineal descendant is a relativé, bul 
not an uncle or nephew. А director who i: 
required to devote substantially the whole of hi: 
time to the service of the company in a manageria 
or technical capacity is a 'full-time working 
director’. | 

It will be observed that a ten-year period prioi 
to the disposal applies for both (iv) and (v) of the 
above tests.’ But whereas the individual must! 
have been a full-time working director 'through- 
out’ the ten years, the company needs to have 
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been a trading and family company only 'during' 
the ten-year period. In the ordinary way, ths 
word 'during! is ambiguous; meaning either 

throughout" or ‘at some time in the course of. 
However, used in this way in contradistinction to 
‘throughout’ it must have the second and less 
restrictive meaning. This can hardly have been 
intended, but Finance Acts must be read strictl7 
according to the words chosen. 


Given that all five conditions are satisfied, 
that the person selling or giving the shares o- 
securities has passed his 6oth birthday, and 
that capital gains accrue on the disposal, then 
clause 34 (3) is brought in. This directs first tha: 
the gains are to be aggregated. Thus if he sells 

ifferent classes or holdings of shares, or shares 

J and securities, all at a gain, then the gains are 
added together. If some show a loss, the loss 
is set off against the gains. Assume that the ne- 
aggregate capital gain is £1,000. A proportion о? 
this {£1,000 is available for relief under the 
clause. To arrive at this proportion, one mus: 
value all the company’s assets (including cash’ 
at the time of the disposal. This is the denomina- 
tor. Assume that it is £15,000. Assume also that 
included in this £15,000 are £7,500 worth or 
‘chargeable business assets’. The proportion is 
£L ог one-half. Thus £500 of the aggregate 


» £15,000 

соры gain is available to be set off against the 
maximum relief, and only the remaining {500 is 
chargeable to capital gains tax. Тће appropriate 
maximum is available only once, no matter how 
many disposals, and whether the disposals are 
(a) disposals or (b) disposals or both. 

The above relief on a (5) disposal has to be 
read subject to the last part of the definition of 
‘chargeable business assets’ in clause 34 (6). If 
the family company has assets which would be 
chargeable business assets under the ordinary 
definition, but which would not realize any 
chargeable gain if disposed of by the family 
company at the time of the disposal of the shares, 
then those assets are not to be treated as charge- 
able business assets for the purpose of the relief 
-on a (b) disposal. 


Example 


* On January 6th, 1966, X. sells for £30,000 
shares carrying 25 per cent of the voting 


rights in X. Ltd which cost him Дто,ооо . 


ee | | 
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on January 6th, 1963. X. Ltd carries on trade 
but is not quoted. 
Apart from clause 34, the chargeable gain 





is as follows: £ 
Consideration .. 30,000 
Cost Ж, m 10,000 
Gain  .. К б ahs .. £20,000 
7 ———u 


Proportion from April 6th, 1965, (2) 
Chargeable gain £5,000 
X. has been a director of X. Ltd since before 
January rst, 1956, under a service agreement 
which requires him to give full-time service. X. 
Ltd's assets at January 6th, 1966, are as follows: 








Market value 
January 6th, 
I966 Cost 
£ £ 
Freehold shop А. 50,000 40,000 
Freehold shop B. 20,000 30,000 
Stock-in-trade .. - 15,000 10,000 
Cash .. " " 10,000 
95,000 
Debts owing 5,000 
£90,000 





Only the freehold shop A. is a chargeable 
business asset, and then only on the assump- 
tion that it was acquired more than a year 
earlier. If it was acquired less than a year 
earlier, its disposal by X. Ltd would attract 
short-term gains tax and therefore could not 
attract capital gains tax. The freehold shop 
B. would not produce a gain on its disposal. 
The stock would produce a gain but it would be 
taxable under Case 1 of Schedule D and, 
therefore, could not be a capital gain. The 
cash cannot be disposed of at a gain. Pre- 
sumably the figure for the total assets is 
£95,000, no regard being given to the liabilities. 
The clause 34 (3) (b) proportion is therefore 
35,999 or 12. Ten-nineteenths of „5,000 is 
95,000 19 

£2,632. X. was born on July 6th, 1904, and, 
therefore, is just 614 on the date of sale, He 
has made no other chargeable gains so far. Тће 
amount available for relief is thus £3,000. This 
is deducted (as far as may be) from the £2,632. 
The net assessment on X. is therefore £2,368, 
being £5,000 less £2,632. 

(Concluded.) 
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Form and Substance in Tax Law 


HE ‘exclusivity war’ between the th-ee 

large oil companies during which they 

have wooed service station operators has 
given rise to some sophisticated devices. Their 
primary object is to secure a tie to the oil com- 
pany; their secondary object is, if possible, to 
procure a situation in which what the operator 
receives from the oil company is a non-tax- 
able capital receipt in his hands, but revenue 
expenditure for the purposes of computing -he 
oil company’s taxable profits. Any device hav-ng 
such a dual object naturally arouses a certain 
resistance in the Inland Revenue, and also runs 
some risk of a double failure; neither party to 
the device obtaining any advantage. 

The House of Lords has now finally pro- 
nounced on the case of Regent Oil Co Lid v. 
Strick and put an end to that company's 
attempt to obtain a deduction.for lump sums 
paid to secure ties where the lump sums were 
paid as premiums on leases. The company was 
more successful in Bolam v. Regent Oil Co Lid 
(35 A.T.C. 499) when it claimed the deduc- 
tion of lump sums (computed on the basis of 
discounts on estimated future sales) paid to 
petrol retailers in consideration of personal 
undertakings to sell only the company's products. 
However, retailers were anxious to secure lump 
sums for themselves which were immune from 
taxation. Regent was persuaded to enter into 
arrangements under which it paid a lump 
sum for a lease of the customer's premises, at 
the same time granted a sublease back to him for 
all but the last three days of its own lease, enc 
in that sublease stipulated for the covenants 
which constituted the tie. Breach of the covenants 
by the retailer-tenant would expose him to the 
risk of forfeiture of the sublease; while he 
was still bound by the head lease which he 
had granted to Regent. 

The Crown resisted the deduction of these 
lump sums as revenue expenditure, on the 
ground that they were paid for an enduring 
interest in land and Regent was not a dealer in 
land. Regent argued that the payments were to 
protect its business (which had been falling) and 
not in reality to acquire interests in land. The 


Special Commissioners declared that at no time 
was Regent entitled to an unfettered (and there- 
fore valuable) interest in land. Moreover, the 
leases were ‘ordinary commercial contracts made 
in the course of carrying on' Regent's trade, if 
опе applied the test laid down in Van den Berghs 
Ltd ©. Clark (14 A.T.C. 62). 

It is remarkable that all nine judges who 
thereafter adjudicated on the case held that the 
Special Commissioners' decision was wrong in 
law. Lord Rem in particular rejected any sug- 
gestion that the lease and sublease was merely 
а sham. He recalled that the profit and loss 
account had to be framed 'consistently with the 
ordinary principles of commercial accounting as 
far as applicable’ (Whimster v. C.I.R. (4 A. T.C. 
570). His lordship did not refer to the following 
sentence in the case stated by the Special 
Commissioners : 

'Auditors and accountancy advisers of Regent 
who gave evidence before us took the view that 
such payments were made to preserve turnover, 
that no fresh asset was acquired as a result of such 
payments, and that accordingly such payments 
were properly chargeable to revenue.’ , 

He did express the opinion that the Bolam case^ 
was rightly decided, but he went on to add that 
the documents of lease and sublease adopted 
in the present case were more than a mere 
matter of form. Тће form itself gave Regent 
much better security than it would otherwise 
have had. Moreover, premiums for leases had 
always been treated as capital, whereas rent in 
advance had not. This was enough to turn the 
scale against Regent in all four cases. As regards 
the ties for ten years and twenty years, it seems 
that lump sums paid to secure them would in 
any case have been treated as capital expenditure, 
even without the lease and sublease device. 

This insistence that the form of a transaction 
must ordinarily govern its substance is in general 
of greater value to the taxpayer than a slavish ч 
adherence to some doctrine of mere substance. 
After all, the taxpayer can choose in what form 
to cast his transactions. This advantage would 
be largely gone if tax inspectors could then 
ignore the form. | 


~ 
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Й The Winding-up of Private Companies 


by W. Н. D. WINDER, M.A., LL.M. | 


Vy 


HERE is some ground for thinking that 
one effect of the new corporation tax wll 
be to make the tax advantages of inco-- 


porating a business less than they were, so that - 


in the case of private companies there may ke 
reversion to sole trading or partnerships. Smzll 
private companies, at least, might well Fe 
considering the advantages of dissolving them- 
selves. But the initial question is; can thcy 
dissolve? 

In the true 'one-man' company there .s 


4" obviously no problem, for he and it can decide cn 


a winding-up at any time if so advised. In what 
may be called the two-man company, or quas- 
partnership, difficulties may arise if there is a 
conflict of opinion among the shareholders as wo 
the wisdom of winding-up. If opinion is equaly 
divided there will be deadlock which can ke 
resolved only by an. application to the Cour-. 
And the Court is inclined to resolve the deadlock 
by ordering a winding-up if one of the share- 
holders who divide the votes asks for it. Ths 
happened in the case of In re Lundie Bros Lei 
([1965] x W.L.R. 1051) where three persons had 


4, an equal financial stake in the company. 


The position was, as the judge put it, that ‘in 
substance there was a partnership between th= 
petitioner' and the two other shareholders, wh» 
were brothers. Voting power was equally divided 
between the L. brothers on the one hand and the 
petitioner on the other, except for the castinz 
vote to which the chairman was entitled by ths 
company's articles. If the three had been trulz 
partners in the circumstances described below 
there would have been good ground for orderinz 
dissolution of the partnership. The ground was 
sufficient for the Court to think that it was ‘just 
and equitable that the company be wound ur 
under section 222 (f) of the Companies Act, 1945. 


Dissolution of Quasi-partnership 
In 1958 the capital of a company, incorporated in 
1950, was reorganized and, thereafter, the thre= 
directors, C.L. and R.L. and the petitioner, each 
held 5,000 ‘A’ shares and, in addition, th- 
petitioner held a further 5,000 ‘В’ shares. All th: 
Shares carried equal voting rights but the ‘Œ 
shares carried no rights to dividend. 'The votinz 


control was therefore equally divided between the 
two brothers C.L. and R.L., on the one hand, 
and the petitioner on the other. However, the 
petitioner, as chairman, had the casting vote 
conferred by the articles of the company which 
incorporated regulation 60 of Table А to that 
effect. 

. In 1959 at a meeting of directors it was resolved 
that R.L. should be appointed chairman in place 
of the petitioner (who had opposed the resolu- 
tion). Later it was made p-ain to the petitioner 
that his services as a work ng director were no 
longer desired. A resolution was passed at a 
méeting of directors, and confirmed at the annual 
general meeting which immediately succeeded it, | 
terminating the petitioner's employment as a 
working director as from January 1963, and thus 
reducing his emoluments from 220 to £16 a week. 
Fresh instructions were given to the company's 


-bank rendering the petitioner's signature to 


cheques drawn on the company's account no 
longer necessary. In November 1964, a resolution : 
was passed reducing the directors’ fees to £2 a 
week. 

The only full-time directo- remaining was R.L. 
who continued to draw emoluments, which, 
including the directors’ fees, totalled £16 a week. 
Another source of the реН зпег 5 dissatisfaction 
was the acquisition by C.L. and R.L.’s wife of 
the share capital of another company which was 
an important customer of the company. The 
petitioner was only informed of this purchase 
after it had become a fait accompli. 

The petitioner sought relisf under section 210 
of the Companies Асе, 1648, on the alleged 
ground that the affairs of the company were being 
conducted in a manner oppcessive to himself as 
a member. He asked for his reinstatement as a 
working director, fresh instructions requiring his 
signature to cheques, and an order that regulation 
бо of Table A should cease to apply to the 
company. Alternatively, he sought an order that 
his shares should be purchased at a fair price, or 
that the company should be wound up by the 
Court under section 222 (f). It was only this last 
remedy which the Court was prepared to give 
him. Any remedy under section 210 was held to 
be inapplicable in the circumstances. 


Just and Equitable to Wind-up 


In view of the precedents Mr Justice Plowman 
did not hesitate to say that 'this, in my judgment, 
is in substance a partnership case’. PartnersLip 
principles had been applied to dissolution of a 
limited company in the case of In re Yenidje 
Tobacco Co Ltd ([1916] 2 Ch. 426). The state 
of affairs in the company in that case were held 
to be within the following rules of partnership 
law as set out in Lindley on Partnership : 


'Refusal to meet on matters of business, con- 
tinued quarrelling, and such a state of animosity as 
precludes all reasonable hope of reconciliation and 
friendly co-operation have been held sufficient to 
justify a dissolution. It is not necessary, in order 
to induce the Court to interfere, to show personal 
rudeness on the part of one partner to the other, or 
even any gross misconduct as a partner. АП that is 


necessary is to satisfy the Court that it is impossible ` 


for the partners to place that confidence in each 
other which each has a right to expect, and that 
-such impossibility has not been caused by the 
person seeking to take advantage of it.’ 


Mr Justice Plowman understood those last words 
to mean that such impossibility has not been 
caused exclusively by the person seeking to take 
advantage of it. 

In the case in 1916 it was decided that 
in a case where in substance a partnership exists 
between the persons who are carrying on the 
business of the company, any ground which 
would justify an order for the dissolution of a 
partnership, had it been a partnership, will 
justify an order for the winding-up of the 
company. It will justify it on the ‘just and 
equitable’ grounds stated in section 222. 

As the judge said in the similar case of In re 
Davis & Collett Ltd ([1935] Ch. 693), ‘in 
deciding whether it is just and equitable that the 
company should be wound up, I am left really to 
consider in the widest possible terms what justice 
and equity require’. 


Exclusion from the Business 
Bearing these principles in mind, Mr Justice 
Plowman in In re Lundte Bros Ltd said if the 
business were a partnership and not a company he 
should have had no hesitation in concluding that 
the petitioner was entitled to an order for dis- 
solution on the ground that the termination of his 
employment as a working partner was an un- 
justified exclusion of him from the partnership 
business. The trouble was, he thought, that the 
two brothers were too inclined to regard the 
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business as their business, in a way perhaps not 
unnaturally. They had started the business; 
they were responsible for the formation of the 
compeny, and the company bore their name. But 


aT 


in law the petitioner had an equal right in the ^ 


business as being in substance a partner in it. 

Various reasons were suggested to explain why 
this employment as a working director of the 
company was terminated. 'The brothers thought 
that he was not pulling his weight; there was 
obviously an incompatibility of temperament 
between the petitioner and R.L. and there were 
disputes between them. The faults were not all on 
one side. Тће conclusion was that the petitioner 
had made out his case for saying that he was 
entitled to a winding-up order on a just and 
equitable ground. 


No Oppression of а Shareholder 


He was not, however, held to be entitled to any 
order under section 210. This refers to ‘any 
member of a company who complains that the 
affairs of the company are being conducted in a 
manner oppressive to some part of the members 
(including himself)". If the Court was satisfied of 
this and that to wind up the company would 
unfairly prejudice part of the members, but that 
otherwise the facts would justify the making of a 
winding-up order, the Court may give various 
forms of relief. But it is ‘as a member of the 
company' that a petitioner under this section 
must have been oppressed. 

There is a distinction between the sort of case 
which a petitioner has to make out in order to 
establish a claim for dissolution on a just and 
equitable ground in a partnership type of case 
and the sort of case which he has to establish to 
succeed under section 210. It is not lack of con- 
fidence between shareholders per se that brings 
section 21o into play, but lack of confidence 
springing from oppression of a minority by a 
majority in the management of the company's 
affairs. And oppression involves, so it has been 
held, at least an element of lack of probity or fair 
dealing to a member in the matter of his pro- 
prietary rights as a shareholder. The petitioner 
has to go beyond making out a case for winding- 
up on the Yenidje Tobacco Co Ltd principle, and 
establish some element of lack of probity or fair 
dealing to him in his capacity as a shareholder in 
the company. 

The petitioner in In re Lundie Bros Ltd wholly 
failed to do this. He admitted in the witness-box 
that his main grievance was that he had been 
ousted as a working director. 'That, it seemed to 
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the judge, had nothing to do with his status a- a 
shareholder in the company at all. The same 
thing was equally true in regard to his complamt 
~ that his remuneration as a director of the compa-y 
X had been reduced. That related to his status а a 
director of the company, and not to his status а: a 
shareholder of the company. 

He also complained that he had received ло 
dividend on his shares in the company. T-e 
company in fact had never paid any dividencs. 
Its policy had been substantially to divide лз 
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profits between directors and not to pay any 
dividend on its shares. Nc case had been made 
out that the company's failure to pay dividends 
was oppressive to the shareholders and, indeed, 
there might well have been sound commercial 
reasons for not declaring any dividend. The 
decision shows that the law of partnership is not 
left completely behind when a business is in- 
corporated. That law, in effect, revives when one 
of the pseudo partners becomes discontented with 
his lot as a member of a corporation. 


Accountants’ Liability to Third Parties 
THE HEDLEY BYRNE DECISION 


The Council of The Institute of Charsered Accountants in England and Wales has 
taken legal advice on the question о; accountants’ liability for negligence in the 
light of the decision of the House of Lerds in Hedley Byrne 


Co Ltd v. Heller & 


Partners Ltd (1963), and has issued te following statement for the assistance of 
members. The statement refers solely to. accountants’ liabilities to third 


and does not purport to de 


parties 
with Намипез arising from contractual ог fiduciary 


relationships. Its contcats have Counsel's approval. 


T HE decision of the House of Lords in the case 

of Hedley Byrne & Co Ltd v. Heller & Partnes 

Ltd (1963) indicates that actions for professior=1 

negligence may arise if financial loss is suffered Ly 

third parties through their reliance on the professional 

skill and judgement of persons with whom they we-e 
not in contractual or fiduciary relationship. 

Until the Hedley Byrne case it had been general 

i believed that an accountant could not be heH 
liable for financial loss suffered through his prc- 
fessional negligence by a third party with whom- t= 
was not in a contractual or fiduciary relationship. E- 

_ this connection reliance had been particulari 
placed on the decision of the Court of Appeal i- 
Candler v. Crane Christmas & Со (1951). The 
Hedley Byrne case has, however, introduced nex 
considerations. 

The effect of the Hedley Byrne decision is that 
someone possessed of a special skill may, quit= 
irrespective of contract, be considered to hav= 
undertaken to apply that skill for the assistance o= 
another person and thereby to have accepted a dut- 
of care to that person. A negligent though hones 
misrepresentation which causes financial loss te 
another may thus in certain circumstances give rise 
to an action for damages at the suit of a person witt 
whom no contract exists. 

The implications are of particular concern tc 
practising accountants, an important part of whose 
work consists in preparing, examining or expressing 
an opinion on, financial statements of various kinds 
which may be relied on by persons other than those 
for whom they were originally prepared and for other 
purposes than those originally intended; but the 
implications should not be overlooked by any 


This statement will be circulated in due course to 
members of the Institute for inclusion in the 


MEMBERS HANDBOOK 





accountant who knows that his professional skill 
exercised in an independent capacity, whether 
gratuitously or not, will be relied on by others. 


Counsel’s Advice 

Counsel has advised that the Yedley Byrne decision 
is much more restricted in ite effect than may first 
appear, and has drawn attenticn to the development 
of the law in this sphere overseas, referring par- 
ticularly to the cases of Uliramares Corporation v. 
Touche (255 МУ. 170) in the United States, and 
Herschel v. Mrupi (1954, S.A. 464) in South Africa. 
In this connection the Ultramares case is of particular 
interest. There the Court deciced that auditors were 
not liable for negligence to a plaintiff who lent 
money on the strength of accounts on which the 
auditors had reported but which they did not know 
were required for the purpose of obtaining financial 
assistance or would be shown żo the plaintiff. In so 
deciding the Court recognized that it would be quite 
wrong to expose the auditors to a potential liability 
"in an indeterminate amount for an indefinite time 
to an indeterminate class’, 

In Counsel's view third parties entitled to recover 
damages under the Hedley Byrne principle will be 
limited to those who' by reason of accountants’ 
negligence in preparing reports, accounts or financial 
statements on which the third parties place reliance 
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suffer financial loss in circumstances where the 
accountants knew or ought to have known that the 
reports, accounts or financial statements in question 
were being prepared for the specific р ове ог 
transaction which gave rise to the loss and that they 
would be shown to and relied on by third parties in 
that particular connection. There is no general 
principle that accountants may be liable for damages 
1f a report or statement which proves to have been 
prepared negligently by them is shown casually or in 
the course of business to third parties who sufer 
loss through reliance on the report or statement. 


Practical Applications 
The application of these principles may be illustrated 
by reference to some of the types of work commonly 
carried out by practising accountants. 


(a) The position of clients’ creditors 

Clients commonly produce their financial accounts to 
third parties in support of requests for credit or 
loans. An action for dapes by third parties if they 
suffer financial loss through reliance on the account- 
ant's reports or Мыне, would be likely to succeed 
only if it could be shown that the reports or state- 
ments were made negligently and that the accountant 
knew or ought to have known at the time he was 
preparing them that they were required for this 
purpose, e.g. of being shown to bankers or others in 
order to obtain credit or the continuance of existing 
credit facilities. 


(b) Auditors and shareholders 


In Counsel's view the object of annual accounts is to 
assist shareholders in exercising their control of the 
company by enabling them to judge how its affaire 
have been conducted. Hence a decision by the 
shareholders collectively taken on the basis of 
negligently prepared accounts and resulting in 
improper payments by or financial loss to the 
company could result in liability. No claim bv ar 
individual shareholder however would succeed ir 
respect of loss suffered through his own investment 
decisions made on the strength of misleading company 
accounts supported by an auditors’ report containing 
negligent misrepresentations, since te purpose for 
which annual accounts are normally prepared is no: 
to enable individual shareholders to take investicen- 
decisions. But if the audited accounts comprisec 
in effect part of a document of offer, and the audi-ors 
knew or ought to have known that the accounts were 
intended to be so used, they could be liable to third 
parties for financial loss suffered through reliance on 
a negligent auditors’ report in connection with the 
offer. 


(c) Taxation 


Although they themselves may not be charged with 
the task of agreeing the assessment, practising 
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accountants often know that the accounts they are 
preparing or reporting on will also be submitted to 
the Inland Revenue and form the basis of the client's 
assessment to tax. There would, in Counsel’s view, 


be no grounds for action by the Revenue to recover /" 


any tax claimed to have been lost by reason of re- 
liance on negligent misstatements by the accountant, 
since in fact any ultimate loss suffered by the Revenue 
through failure to recover tax lost must be attributed 
to the death, decamping or insolvency of the tax- 
payer, not to the negligence of his accountant. 

‘here the accountant is instructed to agree his 
client's tax liability with the Inland Revenue he is in 
law the taxpayer's agent and the law relating to 
principal and agent applies to the exclusion of the 
Hedley Byrne principle. 


Conclusion 


of accountants for professional negligence in an 
important, but limited, respect. It has not introduced 
a new concept of negligence: for an action in damages 
under the Hedley Byrne principle to succeed, 
negligence must first be shown. But accountants may 
now be held in law to owe a duty of care to persons 
other than those with whom they are in a contractual 
or fiduciary relationship and may be liable for neglect 
of that duty if, but only if, they know or ought to 
know that a financial report, account or statement 
prepared by them has been prepared for a specific 
purpose or transaction, will be shown to a particular 
person or class of persons, and may be relied on by 
that person or class of persons in that Ри 
connection. 

Accountants have always recognized that they 
have a responsibility to third parties in these circum- 
‘stances, even if it was hitherto considered to be un- 
enforceable in law, and it is recognized best practice 
that, in the interests of all concerned, the extent 
to which the accountant accepts responsibility should 
be made clear beyond possibility of misunderstanding. 
Section S4 of the Institute's Members’ Handbook, 
‘Reports on Accounts of Sole Traders and Partner- 
ships", describes the considerations which should be 
kept in mind where reporting accountants' respon- 
sibilities are governed by other than statutory 
requirements. Тће Hedley Byrne decision underlines 
the importance of observing best practice; and 
Counsel has further advised that where an accountant 
specifically restricts the scope of his report or expresses 
appropriate reservations in a note attached to and 
referred to in the financial statements he has prepared 
or the report which he has made thereon, this can 
constitute a disclaimer which will be effective against 
any action for negligence brought against him by 
third parties. . 





1 Available from The Institute of Chartered Accountants 
in England and Wales, City House, Goswell Road, London 
EC1, price 2s 6d post free. 
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The Hedley Byrne decision has modified the liability 
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Professional Ethics — I 


by C. CROXTON-SMITH, M.A., LL.B., F.C.A. 


Introductory 


HE first paper on this subject was given by 

Mr D. V. House, F.c.a., at the 1956 Summer 

Course. It is remarkable how well ‘House on 
Ethics’ has stood the test of time. Much of what ће 
said in 1956 still holds good, but inevitably the-e 
have been big changes over the last ten years. Му 
aim in this paper is to bring ‘House’ up to date. 

I have sometimes been asked why a professicn 
should have a code of ethics which its members a-e 
^g required to observe over and above any requirements 
' laid on them by law and commercial usage. I thirk 
one way of answering this is to look for a moment 
at other professions with whose members we must 
all be familiar, for instance, doctors and dentists, 
and ask what would you think if they were free to 
advertise, to compete for your custom and in general 
to treat you or not as they pleased without de feer 
of any consequences to their professional reputation. 

Members of professions enjoy a standing in the 
community which comes from a sense of service, :f 
need be at times with little or no reward, from tbe 
maintenance of a standard of competence in prc- 
fessional work, as well as from a standard of behaviour 
in public and private life. Members of this Institute 

share in the regard which their profession as a 
Á whole enjoys in the community, and this can only 
be maintained by the observance of standards af 
work and behaviour. We are as human as anybody 
else and a code of conduct is a help and not a 
hindrance provided that it is reasonable and applied 
with understanding and forbearance. 

Our code is founded in our Royal Charter of 
May 11th, 1880, Supplemental Royal Charter of 
1948 and the Bye Laws, supplemented from time te 
time by statements issued by the Council, now mostlr 
contained in section ‘E’ of the Members’ Handbook. 

А paper on this subject must largely be based on 
minutes and records in the Institute's archives, anc 
I would like to express my thanks to Mr M. C. Ashil. 
and Mr D. P. Hubbard for all the work they have 
done for me. 


The Fundamental Rules 


. The Fundamental Rules, which are reproduced ir 
Appendix A, have remained substantially unchanged 
since 1880. There is little doubt that they were 
intended to prevent members from engaging in 
activities which were at that time often combined 
with accountancy and which were regarded as 
undesirable. The fundamental rules are by no 
means easy to apply in contemporary conditions. 





Rule (1) | 

Еше (1) prohibits а membe- from allowing anyone 
(other than a partner or another member) to practise 
in the member's name. It appears to have been 
designed to prevent the public being deceived or 
misled and although the ru.e may not have much 
practical application today there is clearly merit in 
laying down as a fundamental principle that a 
коша should not lend his name or professional 
reputation to anybody else. The rule has been 
invoked on at least one occasion in recent years when 
a member was informed tha- it would be a breach 
of the rule if he gave part-time assistance to a firm 
of unqualified accountants and allowed his name to 
appear on the accounts. It would presumably be a 
breach of rule (1) if a member left Pis office entirely 
in the hands of an unqualified manager having power 
to sign in the member's name and operating without 
any supervision by the member. 

The exception for a partner is not unreasonable in 
that the partners take joint responsibility. We cannot 
now look into the minds of those who drafted the 
rule but that part of it which appears to allow a 
member to permit another member (not his partner) 
to practise in his name, was presumably to allow one 
member to run another's practice in case of illness 
or other emergency. In 1880, of course, there was 
no Companies Act in its present form. 


Rule (2) 

Rule (2) prohibits a practising member from sharing, 
without the consent of his clent, thé profits of his 
practice with anyone other than his partners, or his 
employees, or other public accountants, or the special 
categories of persons dealt with under the proviso to 
the rule. Thus, while it is in order for a member 
to share his fees or profits wita an associated firm of 


Mr С. Croxton-Smith, 
M.A, LLB, F.C.A. the 
author of this paper pre- 
sented at the Oxford Sum- 
mer Course of The 
Institute of Chartered Ac- 
countants in England and 
Wales on July 16th, is a 
member of the Council of 
tke Institute, Vice-Chair- 
man of the Investigation 
Committee, and a partner 
ir the Bristol firm of 
Watling & Partners, Char- 
tered Accountants. 


:166 


accountants it would not be permissible for him to 
share his fees or profits with, say, a solicitor or 
estate agent unless the member had obtained the 
consent of his client. Clearly the rule is directed 
against arrangements or understandings whereby, 
for a consideration, professional work will be in- 
troduced to a member by a third party. 

Like rule (1), rule (2) has little practical application 
today. Апу touting or advertising for professional 
work directly, or indirectly, which involved a breach 
of the rule could equally well be dealt with as dis- 
creditable conduct under clause 21 (3). 


Rule (3) 

Rule (3) operates in the reverse direction from rvle 
(2). It prohibits a practising member from acceptirg, 
"without the consent of his client, part of the fees or 
profits of another person, again with the exception of 
another public accountant or an employee. Thus, і a 
client of a member is in need of legal advice and ће is 
introduced to a solicitor by the member it would be a 
breach of the rule for a member to accept any ‘com- 
mission' from the solicitor except with the consent 
of the client — similarly with an estate agent who 
might dispose of property for the member's client. 
Perhaps the most common example is provided by 
stockbrokers. It is normal procedure for stock- 
brokers to pay a proportion of their commission to 
banks, accountants and others who introduce business 
to them. If a member accepts such a payment from a 
stockbroker it would be a breach of rule (3) if he 
did so without the consent of his client, that 1в to say 
the person whose business he introduced to the 
stockbroker. 

A practical difficulty arises over such items as 
insurance commission and commissions received 
as agent for a building society. In answer to an 
inquiry as to whether the client's consent was 
necessary before accepting commission on an 
insurance policy, the Investigation Committee has 
advised that consent should be obtained when -he 
policy is negotiated but not on renewal. Тће Secretary 
in conveying the committee's ruling to the inquirer 
suggested that in the majority of cases consent 
could probably be assumed, which suggests that :he 
Investigation Committee was not too happy with: the 
answer which it had given. Perhaps the pracccal 
answer is that it is advisable to obtain consent befpre 
accepting insurance commission if the amount 
involved is significant. 

Rule (3) remains of importance although it is 
rare for a complaint to be received that a member 
has acted in contravention of it. 


Rule (4) 

Rule (4) is comparatively new, having been in- 
troduced when the Charter was revised in 1948 and 
is really an extension of rule (1). Stripped of its legal 
phraseology the rule says that you must not lend 
your name and qualification to your employer if he 
is doing accountancy work (unless ће is а membe- of 
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the Institute or has a partner who is a member of 
the Institute). Clearly if a member were employed 
by a company called ‘Income Tax Consultants Ltd’ 
he would be in breach of the rule if he were to do 


in his own name on behalf of the company any work > 


of the kind normally undertaken by public account- 
ants. Difficulties have arisen under this rule in the 
case of members employed in the audit departments 
of Governments overseas who have been required to 
sign audit reports in their own names. 

Incidentally, it must not be assumed that a 
member could safely accept employment with 
‘Income Tax Consultants Ltd’ even if he did not 
carry out work for his employer in his own name. A 
member who derived his livelihood from employ- 
ment with an advertising income tax firm would 
almost certainly be caught by the discreditable 
conduct clause 21 (3) of the Royal Charter. There 
has been at least one such case in recent years. 


Rule (5) 

It is as well to be frank about this and say that 
rule (5), on a strict interpretation, is unworkable. 
Setting aside the very involved 'saving' clause, which 
only applies to а very limited number of members, 
the Pe says that a practising accountant must not 
follow any other of occupation unless the 
Council has ruled that it is ‘incident to’ or ‘consistent 
with' public accountancy. А chartered accountant 
may not, therefore, technically be a director of 
XYZ Ltd without the approval of the Council 
having been given to that type of business; nor may 
he be a ‘week-end’ farmer. Furthermore the rule 
does not say that the other occupation must be 
remunerated. A chartered accountant, if the rule 
were strictly interpreted, might not be able to 
engage in his favourite hobby without the Council's 
permission. 

If this rule were to be literally applied the Council 
quite clearly would be extremely overworked; many 
members would be in breach of it and technically 
liable to disciplinary proceedings. - 

It may be useful to try and look at fundamental 
rule (5) from the point of view of those who drafted 
it. There is little doubt in the historical context that 
the object of the rule was to prohibit members from 
carrying on алу other business in conjunction with ac- 
countancy, in particular the combining of accountancy 
work with businesses such as that of estate agent or 
auctioneer. Why our founders wished to achieve this 
objective is not known. Did they regard auctioneering 
and allied activities as being disreputable occupations, 
either inherently or as then conducted? Did they feel 


that to combine public accountancy with a business | 


of that kind resulted in undue publicity and was there- ` 
fore an undesirable means of attracting professional 
business? Were they merely striving to establish 
accountancy as a dignified profession calling for 
whole-time attention and not suitable for mixing 
with other activities, just as one would not expect to 
find that the family doctor is also the proprietor of 
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the local draper's shop? Was it perhaps a mixture 
of all these? 

It wil be appreciated that the Investigation 
Committee in trying to interpret the rule in t-e 


~- circumstances of today has been faced with a vey 


difficult problem. Broadly speaking a member in 
practice should not follow any other business =r 
occupation if by so doing he is enabled to procu-e 
professional work or assignments by methods i-- 
consistent with Peers Age d standards; ле 
should not conduct a business or occupation whi-h 
could be held to lower the standing of the professiea 
in public esteem. 

There can be few who would quarrel with «ле 
proposition that a practising member should nct 
engage in any other activity if it will unfairly attract 
accountancy work to his practice and thereby gi-= 
him an improper advantage over his colleague. 
However, the current interpretation of the mre 


р certainly does not mean that the Investigation Com- 


mittee has legislated itself out of a job. It is one ФА 
to say that a member should not unfairly attrat 
professional work. It is quite another thing to decice 
whether any particular activity is caught by the rul-. 
xus follows are my personal views and should ne- 
= арос у stated be taken as necessari 
d e to the Investigation Committee. ТЕ 
committee must decide each case on its own merit: 


Other professions 


, It is perhaps significant that the only two statement 


by the Council under the old fundamental rule dat= 
from 1884 and 1885 when members were advised thzt 
it would be ‘inconsistent’ for them to practise = 


; auctioneers or stockbrokers. These statements ar- 


ВЕШ current and contained in section E7 of th= 
Members’ Handbook which is rather cautiousl- 
headed ‘Activities which are or may be objectionable* 
It is still the position that a practising membe- 
would not be allowed also to practise as a barrister 
a solicitor, a stockbroker, an estate agent or ar 
auctioneer. Until quite recently the Bar Counci 
would not allow a member of another profession tc 
become a barrister. This is no longer so. The Bar 
Council now takes the same view as that taken br 
the Institute, namely, that a barrister may also be = 
chartered accountant provided that he does nor 
practise as both. You will be relieved to know thar 
part-time farming whether for profit or recreatior- 
has not been prohibited. It should be noted that the 
prohibition applies only to practising members. 
Several members of the Institute, who are not im 
practice as public accountants, practise as solicitors and 


, itis in order, for example, for a member to accept em- 
* ployment with a firm of estate agents provided that the 


estate agents do not advertise for accountancy work. 


Directorships 

Directorships are of course permissible. The most- 
important exception is where the company offers 
a service which is offered by public accountants and 
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which advertises or solicits for work either by name 
or otherwise. To return.to a previous example a 
member would not be permi:ted to be a director of 
Income Tax Consultants Lid. This may seem a 
statement of the obvious but the Investigation Com- 
mittee has had to-deal with very similar cases. The 
‘no advertising’ rule as applied to directorships 
would seem to be fairly straightforward. But there 
are difficulties. In the interests of members and of 
the profession generally the Council has recently 
given consideration to the particularly difficult 
problem which arises in the case of members who’ 
are directors of companies offering management 
consultancy or mechanized accounting or computer 
services [referred to later in tais paper]. 

Further difficulties have arisen in the case of 
members who are directors cr senior employees of 
banks or similar institutions which offer tax or 
secretarial and registration services. It would seem 
an unreasonable restriction to prevent a member being 
a director of, for example, one of the big five, 
because the bank as part 5f its wide range of 
activities offers a tax advisory service. The Investi- 
gation Committee has ruled in several cases in 
recent years that a member nct in practice who is a 
director of a concern offering accountancy services 
is not vulnerable to a complaint provided that such 
services are demonstrably ancillary and incidental. 
to its main function. This is clearly so in the case of 
the banks. Again I would stress, however, that the 
committee must decide each case on its merits. 
'The committee is most careful to ensure that any 
permitted breaches of the ‘na advertising’ rule are 
properly regulated and controlled. 


Activities which are imcompatible or undignified 

I mentioned above that the Investigation Com- 
mittee has to consider whether certain businesses or 
occupations ‘could be held to lower the standing 
of the profession in the public zsteem'. It is felt that 
certain activities are incompatible with the dignity 
of the profession, for example, carrying on a retail 
shop from the address from which a member 
practises. À member whose wife ran a shop would not 
be allowed to practise in a room behind the shop 
particularly if the entrance to the office were through 
the shop. Nor regrettably would you be allowed to 
put up your plate outside a public house. There may 
be other activities which conflict with the law or 
which the Investigation Committee would regard 
as undesirable ог disreputabe in themselves. I 
must leave these to your imaginations. 


Insurance broking, hire-purchase, investment, finance 
companies 

These activities, generally speaking, cannot be 
regarded as accountancy but ars sufficiently akin to 
be carried on by many practising members. There 
seems to be a difference between these services where 
the member does not provide or accept personal 
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responsibility and the kind of advisory service 
normally offered by members in practice. The 
Investigation Committee would not normally object 
to a member offering and advertising such services 
through the medium of a limited company provided 
that the company did not also offer ‘accountancy’ 
services and provided that it was not conducted 
in such a way as to attract accountancy work. If a 
complaint were made that a member was using such 
a company to build up his practice it would certainly 
assist the member in rebutting the charge if he 
were able to establish that the other business was 
carried out quite separately from his practice. In 
the case of investment and finance companies it is 
doubtful whether the Investigation Committee would 
wish to take any action if the company also carried 
on work of an accountancy nature provided that this 
was ancillary and incidental to its main business. 


Activities of wives 

Cases have arisen where the Investigation Com- 
mittee has taken the view that a member has im- 
properly benefited professionally from too close an 
association with a business run by his wife. If your 
wife runs a secretarial or typewriting service or an 
employment agency you would be well advised not 
to use this to attract clients. It is preferable that your 
wife's business activities should be carried on from 
a separate address. Incidentally if your wife sets up 
to give advice on tax or on any other subject which 
comes within the ambit of the work of a practising 
accountant the Investigation Committee would make 
very searching inquiries to make sure that she is 
qualified to do so. 


Publicity 
Part of the preamble to the Council's recent series 
of statements on 'Publicity aspects of members' 


conduct’ (which have now been issued as а supple- 
ment to the Members’ Handbook) reads as follows: 


"Members of the Institute are aware that it has 
always been a recognized principle that they should 
not advertise or circularize, or in any other way 
solicit or seek to acquire professional business or 
bring their names to the notice of the public in a 
manner which would bring discredit to the pro- 
fession or lower the esteem in which the profession 
is held in the eyes of the public. A member is 
expected to carry out this principle in the spirit as 
well as the letter.' 

Actually it is not quite true to say that it has ‘always’ 
been a recognized principle. At the time when the 
Institute was formed in 1880 it was by no means 
uncommon for accountants to advertise for pro- 
fessional business. The front page of The Accountant 
had regularly carried advertisements by practising 
accountants and there were other more direct 
approaches to possible clients. In view of this it is 
rather surprising that there has never been a Council 
ruling prohibiting all forms of advertising. There is 
no rule specifically warning members that they should 
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not take a full page advertisement in The Times. 
Nevertheless members would be well advised not to 
do so. Any member who contravenes the unwritten 


rule that he must not advertise, circularize, tout or ` 


^ 


otherwise seek to acquire professional business by ~ 


bringing his services to the notice of the public 
(except by displaying a 'plate' at his office) would 
undoubtedly be vulnerable to a complaint of dis- 
creditable conduct under clause 21 (3) of the Sup- 
plemental Charter. Again it is comparatively easy to 
state the principle, but much less easy to implement 
it. Of course a member may not advertise. But may 
he invite the local solicitors round for cocktails when 
he opens a new office; may he allow an accountancy 
emblem to be included in a mosaic in the entrance 
hall of a block of offices which he shares with other 
tenants; may he appear on a television quiz pro- 
gramme; may he put up an illuminated sign outside 


his office announcing that he is an agent for a building | 


society? All these are actual cases which have come ү 


before the committee during the last twelve months. 

Although there is no comprehensive written code 
of conduct, and rightly so in my view, problems of 
publicity have been of increasing concern to the 
Investigation Committee in recent years. It is 
difficult not to sympathize with members who take 
the view (and on occasions have expressed themselves 
forcefully on the subject in letters to the Secretary) 
that, while they appreciate that overt touting or 
advertising is not permitted, they cannot be expected 
to know the rules on any particular matter unless they 
have been told by the Council what the rules are. 
То meet this legitimate criticism and to guide 
members through a region where the trip wires are 


unusually numerous the Council has recently ; 


published a series of statements on publicity. In 
these statements the Council has had to perform a 
difficult balancing act. On the one hand the principle 
of ‘no advertising’ has had to be preserved so far as 
possible; on the other hand an endeavour has been 
made to come to terms with the middle of the twen- 
tieth century and not unnecessarily to restrict 
members in carrying out their professional duties. 
Asa general rule the Investigation Committee believes 
that publicity for chartered accountants as individuals 
is to be encouraged but that other than in exceptional 
circumstances publicity for a member’s firm is to 
be discouraged. I shall now take a look at the various 
statements in the hope that some background com- 
ment will be of interest (the references are to section 
E3 of the Members’ Handbook). 


Advertisements by members seeking employment or 
professional work (paragraphs 5-6) 


This statement prohibits a member from advertising" 


for part-time or sub-contract work unless the part- 
time work is to be his only remunerated employment. 
It is no secret to say that this has been one of the 
least popular of the statements issued by the Council 
in recent years particularly amongst the younger 
members. The secretariat has received, and still 
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receives, considerable correspondence on the subject. 
I feel therefore that I should try and explain the 
reasons why the Council has felt it necessary to put 
a stop to this sort of advertising. 

А few years ago the columns of the professional 
Press were full of advertisements by members seeking 
part-time or sub-contract work. By no means all of 
these were by younger members attempting to start 
a practice. Many were by well established firms w th 
several partners. The Investigation Committee took 
the view that the concession which had been made 
to assist the new practitioner was being abused aad 
that as it was impossible to make one rule for the new 
practitioner and another for the established firm the 
concession would have to be withdrawn. In aay 
event it seemed inappropriate that members shovld 
be allowed to advertise for professional work thinly 
disguised as sub-contract work or a series of pa-t- 
time jobs. 

The Investigation Committee fully appreciates 
that the rule causes hardship to young members 
seeking to start a practice. But it is as well that such 
members should form a proper understanding of 
professional ethics at the beginning of their-caree-s. 
Although advertising in the Press is disallowed I see 
no reason why a young member should not maxe 
а personal approach by letter or telephone to local 
practitioners, His letter might quickly find its way 
into the wastepaper basket but the Investigation 
Committee would not regard such an approach as 
unethical. Indeed the Council published a statement 
in March of this year to the effect that there was no 
ethical reason why a member in practice should not 
write a personal letter (but not a circular letter) 5r 
make a direct approach to another member of the 
profession offering his services. 

You will note the carefully considered refinement 
in the rule which permits advertising for a part-time 
job if it is to be the sole paid occupation. 'T'his is to 
enable those who choose to work from Monday to 
Wednesday and play golf on Thursday and Friday to 
do so with impunity. More seriously, it allows those 
members who may be reaching retirement or are in 
ill health to obtain part-time employment. 

The rule only applies to occupations from which 
a member ‘derives income’. I remember some 
correspondence with a practitioner who was also a 

art-time artist. Fortunately from one point of view 
he had failed to sell any of his pictures and was 
therefore held to be not in breach of the rule. 


Advertisements for staff (paragraphs 7-12) 

In response to requests from a considerable number 
of members the Council has laid down in some detail 
what sort of advertisements for staff are permitted. 
The main points are that an advertisement should not 
be more than two columns in width, the name and 
address of the member should not be given undue 
prominence and should not be repeated and that the 


- heading should be such as to make it clear that it is 


addressed to possible candidates for staff vacancies. 
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On the whole the statement has worked very well and 
the law of the jungle which prevailed a few years ago 
no longer operates. Occasicnally there is one that 
gets away and then, particu arly if it happens to be 
an advertisement by one >f the ‘big’ firms, the 
Secretary's post is likely to b» swollen by letters from 
members pointing out that a breach of the Council 
statement has occurred. Suca cases are always taken 
up with the firms concerned. 

Similar. considerations apply in cases of advertise- 
ments for clients who wisk to acquire staff or to 
dispose of or acquire a business or property. 


Notices in the Press of changes of partnership, address, 
etc. (paragraphs 13—14) 

Not all members are aware bf the fact that they аге 
not permitted to advertise the formation of a part- 
nership or a change of address in the Press other than 
the accountancy Press. In its recent statement the 
Council, after careful consideration, has allowed a 
limited exception in that announcements of the 
retirement or death of a partner or the dissolution 
of a partnership may be inzerted once only in the 


. non-accountancy Press. This seems reasonable 


although perhaps it is not very easy to justify. 
Perhaps the thought behind it is that in most cases 
(there may be exceptions) ал announcement of the 
retirement of the senior partner is more likely to 
occasion the loss of clients than the reverse. Notices 
of partnership changes are of course normally sent 
to all clients and may be sert to other persons with 
whom there is an established . professional con- 
nection. À number of cases have occurred of splendid 
write-ups in the local Press following, for example, 
the opening of a new office and the explanation given 
was that the notice was sent to client newspapers but 
that of course it was not intended for publication. 
The new statement advises the more naive of our 
members that if they send z notice to a newspaper 
which is not intended for publication they should 
say 80. 


Notices in the Press of examination successes 
(paragraph 15) 
The following are permitted: 
candidate's name and residential address; 
examination passed with :letails of any prize or 
place gained; 
name of principal and/or frm; 
name of town in which principal practises (but 
not the full address); 
photograph of candidate; 
names of parents; 
school and local background. 
The main point to bear in mind here is that, apart 
from the details mentionec, there should be no 
publicity for the member or his firm. There was some 
debate as to whether photographs should be allowed 
and some feeling that they would not necessarily 
improve the public image of rhe profession. However 
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the forces of progress prevailed. Possibly the growing 
number of lady candidates for the examinations had 
something to do with it. 


Reports in the Press of members! appointments and other 
activities (paragraphs 17—18) 
Members, often those who are well known in the 
profession, who receive Government or other 
appointments of national importance find it in- 
posible to avoid receiving publicity in the Press. 
any harrowing tales are told of midnight telephone 
calls and harassed secretaries. There is no doubt that 
it is most desirable that it should be widely known 
that chartered accountants are appointed to such 
positions and as it is quite impossible always to 
prevent the Press from mentioning the firm name the 
Council has decided that, rather than allow the lzw 
to be brought into disrepute by non-observance, a 
reference to the firm name in this context is permitted, 
The rule also applies to directorships, the award 
of distinctions and. ohare and to appointments of 
‘local’ importance. It is recognized that if a member 
becomes, for example, the mayor of a large provincial 
town this is of legitimate interest locally. I am rot 
quite sure how local ‘local’ is meant to be. The 
Ёге осу of the Nether Wallop Amateur Dramatic 
Society might, for example, be regarded as of сап- 
siderable importance locally but we must strive to 
preserve a sense of proportion. 


Members standing as election candidates 

(paragraphs 19—22) 

Certain particulars must of course be given by law, 
and it is important that the growing number of mem- 
-bers who do stand as candidates in a national or loral 
election should follow the same rules. The recent 
statement makes the position quite clear. The 
description, designatory letters and the name of the 
town are permitted but the firm’s name should not 
be given. In the case of a member not in practice 
he may give any appropriate details relating to his 
employment and a mem ae bie employed in an account- 
ancy practice may state the fact but should not give 
the name and address of his employer. 


Articles and letters in the Press 
(paragraphs 23-26) 
Few members, it is to be hoped, would be so un- 
scrupulous as to use the correspondence columns 
` of the local Press as a medium for personal publicity. 
Nevertheless, this is,a matter which requires some 
regulation. The rule is that in any article or letter 
in the Press a member may either use his own name 
without disclosing the fact that he is a chartered 
accountant or alternatively he may write ancny- 
mously, The use of ‘chartered accountant’ as a 
nom de plume is acceptable. Clearly a member in 
practice should not disclose other than in the 
accountancy Press, the name of his firm or busiress. 
"The position is rather different so far as mem»ers 
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net in practice are concerned. In their case there is 
no reason why the name, designatory letters and the 
nzture of their employment should not be included. 


Aopearances оп radio and television 

(faragraphs 27-29) 

Whatever the type of programme the member 
sFould be referred to by name only without men- 
tioning his qualification or alternatively he should 
appear anonymously. Again the nom de plume 
‘caartered accountant’ is in order. Many members, 
I know, feel that this is an unreasonable restriction 
ard it is not always easy to explain the regulations to 
tke producer of the programme whose appreciation of 
ргоѓеззіопа] ethics is sometimes scanty. Nevertheless 
ttis is a matter to which the Council attaches con- 
sHerable importance. It seems to be clearly un- 
desirable that a chartered accountant appearing 
ir front of an audience, possibly of several million, 
skould be identified by name. I am not suggesting 
аё the several million are all potential clients but 
ап impressive performance could well reap а rich 
harvest. 

It should be noted that the Council is prepared to 
permit both name and description if in any particular 
case it considers that this is in the interests of the 
general public and of the profession as a whole. 


uthorshtp of books and ин 
(paragraphs 30-31) 
Е. member who is the author of: a book or pamphlet 
may give his name and his designatory letters to- 
er with the other details listed in the Council’s 
scatement. It will be noted that a member who writes 
a book is allowed more freedom than one who writes an 
article or letter in the Press. In the first case he may 
vse his name and description; in the second he may 
rot. Ágain this may seem, on the face of it, to 
Бе a little irrational but one's instinct suggests that 
tne nuances are about right. No member however 
erdent he is to expand his practice is likely to under- 
take the. considerable labour of writing a book 
merely for personal publicity whereas he might 
well write letters to the Press. Furthermore a book 
er pamphlet has a much more dispersed and limited 
circulation and is generally written more for the 
serious student than for the general public. 
Incidentally in preparing this paper it occurred 
-o me for the first time that the rule is not limited to 
Dooks on accountancy subjects. It would appear to 
apply even if the book is about butterflies or stamp 
zollecting. 


Talks and lectures, attendance at conferences 
paragraphs 32-34) 

Members who talk on professional subjects to lay 
audiences are aware that the ethical problems can be 
troublesome. There is the problem of what will be 
said about one in any literature announcing the 
meeting, what the over-enthusiastic chairman might 
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say at the meeting and perhaps most of all what 3e 
Press might say after the meeting. The Council зав 
been very careful not to hold members responsi-le 
for any lapses from virtue which are beyond their 
control. A member is ‘expected to take reasona-le 
steps’ to ensure ‘so far as practicable’ and ‘so far as 
the matter is reasonably within his control’ that —is 
firm is not given any publicity. Provided the 1a- 
vestigation Committee 1s satisfied that any referer-e 
to the firm was made without the member's know- 
ledge or consent it would be unlikely to take =o 
severe a view. 

The restrictions on the name of the firm do rat 
apply if the audience is composed entirely of men- 
bers of the accountancy profession. 

The rigours of ethical behaviour sometimes led 
to unexpected results. One well-known member of 
the profession attending a large conference found + at 
he was the only member of the conference whæe 
name was given without any description. 'I-e 
omission of his firm's name attracted far mcre 
speculation and attention than its presence woud 
have done. It is understood that he spent most vf 
the conference explaining who he was and why -e 
could not say so. 


Directories and similar publications 

(paragraphs 35 to 40) 

These are of many kinds and come in all shapes aad 
sizes, local, national or international, and rance 
from Who's Who to lists of old boys in the school 
magazine. No objection is taken to the name, de- 
cription and address of a member or firm appearing 
in any directory or list of members in which бе 
names are listed alphabetically. 

In this connection, as in others, a good deal -f 
reliance is placed by the Council on the good seme 
of members. In the case of a specialist directory sua 
as Who's Who for example, the Council statemect 
says that a member ‘should use his discretion as > 
the information which he supplies bearing in mir d 
the nature and purpose of the business’. In additica 
to name, description and address a member ma-, 
where appropriate, list his directorships and reason- 


able personal particulars. He should not, howeve; 


give the names of any of his clients or details of Ег 
services offered by his firm. 

Difficulty sometimes arises in the case of classified 
directories or lists of members. The new Council 
statement suggests that a member should not perm - 
his name to appear in any classified list unless tke 
circulation thereof is normally confined to members «= 
the body concerned and there is no suggestion thx: 
members of the body concerned should use th 
services only of other members. Already this has been 
found to be somewhat impracticable. Many member-. 
for example, are members of local chambers of trace 
or commerce, many of whom publish classified Ив= 
of members which are distributed far outside ther 
own membership. It would be an entirely unreasor- 
able restriction to prevent members joining chamber 
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of trade or commerce if they so wish and ‘it is in-' 
tended to revise this particular paragraph as soon , 
as possible. It is doubtful if the matter is of much 
practical importance. I have still to meet the member 
who obtained professional work as a result of being 
listed in a classified directory. : 
The new Council statement contains a small but . 
rather significant alteration in the rules regarding. 
telephone directories. It is now in order for a member 
to have an entry in the telephone directory if he so 
wishes in small leaded type. The reason for this 
is that leaded type has long been allowed by the 
Scottish Institute and as the various statements on 
publicity were the subject of discussion with Scotland 
(and with the Irish Institute), before publication, 
this seemed a case where the rules of the chartered 
institutes could reasonably be brought into line. 
It is doubtful whether many members will bother 


о take advantage of this relaxation but there seems to 


be no harm in it. B. 
\ 


Inclusion of a member's name оп à document issued by 
a client (paragraphs 42-48) 

There have been cases where clients have included 
the name of their auditors without the auditors' 
consent in various kinds of promotional literature. 
Clearly this is intended as an indication that the 
concern is financially sound and well conducted. 
This may or may not be the case and the Council 
has properly warned members to be on their guard. 
The following is the material paragraph from‘ the 
new statement: 


‘Accordingly any member who learns that a 
client wishes to use his name as auditor in this 
manner should inform the client that his permission 
must first be obtained. The use of a member’s 
name can be justified only in restricted circumstances, 
for example where the client is a concern which 
invites the public to place funds in its hands by 
way of deposit, investment, charitable contribution 
or otherwise. In every such special case the member 
should satisfy himself as far as practicable: 


(a) that the concern is properly conducted; and 
(b) that а concern which invites investment ог 
deposit, is in a sound financial position; and 
(c) that the auditor’s name will not be given 

undue prominence.’ 


The Council has also thought it necessary to 
warn members that they should take care to ensure 
that the concern is.financially sound and properly 
conducted before they accept appointinent as agents 
for building societies, insurance companies and other 
financial organizations. 

It is a firm rule that in no case should a member 
permit his name to appear on a client's notepaper. 
You will not be surprised to learn that there is an 
exception even to this rule. А member may if he so 
wishes allow his name to appear on notepaper 
specially printed for the purpose of a -charitable 
appeal. 
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Reports on net sales and other facts 

(paragraphs 52-53) 

Members are often asked to report for publication 
on the sales of newspapers, the results of football 
pools and other such matters. Once again a member 
is advised that before he does so he should bs 
satisfied that the organization is properly conducted. 
He should ensure that his report deals only with 
ascertained facts and would be well advised to asx 
to see a proof before publication. Cases have occurred 
where the firm name and description have been in 
type several sizes larger than the rest of the advertise- 
ment. The firm name and description should not he 
given any undue prominence and the report should 
not be in facsimile form on headed notepaper. 


Building societies 
(paragraph 54) 
In 1936 the Council issued the following statement: 


‘In view of many inquiries which have been 
addressed to the Council, it has been resolved that 
no objection will be taken to members holding 
appointments as secretaries or agents of building 
societies and to their names and professional 
designations appearing in any literature issued by 
the society concerned or in any advertisements in 
the Press or otherwise, provided that the appoint- 
ment be not referred to or used in such a way as 
might be considered to be advertising their qualii- 
cations for accountancy work.’ 


It has been in recent years somewhat of an embarrass- 
ment. Many of the advertisements are of a somewhat 


Appendix A 
FUNDAMENTAL RULES OF THE INSTITUTE 


Clause 20 of the Supplemental Royal Charter 
dated December 21st, 1948 А 


Fundamental rules 

до. The rules next hereinafter set forth shall be deemed 

fundamental rules of the Institute (that is to say): 

(т) A member shall not allow any person not beng 
either a member of the Institute or in partnership with 
himself as a public accountant to practise in his name 
ав a public accountant. 

(2) A member in practice shall not directly or indirectly 
allow or agree to allow of participation by any person 
other than a public accountant or a person in zhe 
regular employment of the member in the profits 
of his (the member's) professional work without the 
consent of the client of such member or of the person 
fixing his remuneration: Provided that nothing herein 
shall prevent any member paying or agreeing to pay 
any sum out of his profits or remuneration to any 
retiring partner of the member in his business of 
public accountant or the personal representative 
or the widow or dependants of any such deceased 
partner of the member whether such partner had 
retired from practice or not at the date of his decease 
or to any predecessor in the member’s businese of 
public accountant or to the personal representa-cive 
of such predecessor. 

(3) А memberi in practice shall not accept or agree to 
accept any part of the profits or remuneraticn of any 
person other than a public accountant or a person 
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flamboyant and unrestrained nature and not perhaps 
always in keeping with the dignity of a profession. 
Hcwever, the practice of allowing members to 
ad-ertise that they are agents of building societies is 
now so well established that the Council has decided 
thzt it would not be practicable to withdraw the 
comcession. It can, of course, be argued that public 
confidence is an essential requirement for a building 
society and in consequence it is an advantage to a 
society when the public knows that its agent is a 
chartered accountant. The Investigation Committee 
has, however, firmly refused to allow flashing neon 
signs or any of the other manifestations of modern 
adzertising techniques. 


Trade associations and similar bodies 

(paragraphs 55-56) 

Tae Council has found it necessary to warn members 
hclding the secretaryship or other office of a trade 
association or similar body that he should not 
m.suse his position for the purpose of obtaining 
professional work. In particular a serious view would 
be taken of a member who used his influence with 
а zrade association to obtain liquidation work. 

A rather different problem arises when a trade 
association operates through its journal or otherwise 
ar advisory service inviting its members to send 
inquiries to the association if they have any particular 
accountancy problems on which they require advice. 
If it were permitted to advertise the services of the 
member acting for the association to all its members 
he would be able to sit back very happily and wait 


in the regular employment of the member in his 
practice without the consent of the client of such 
member. 

(4) A member who is in the employment for a reward of a 
person (other than a member of the Institute in 
practice) or of a firm (other than a firm of public 
accountants wholly or partly composed of members 
of the Institute) or of a company or association 
carrying on or transacting any business which in the 
opinion of the Council is ordinarily carried on or 
transacted by a member of the Inatitute in practice 
shall not on behalf of such person firm company or 
association carry оп or transact any such business in his 
own name. 

(5) A member in practice shall not follow any business or 
occupation other than that of a public accountant or 
one which in the opinion of the Council is incident 
thereto or consistent therewith. Save that where at 
the date of this Our Supplemental Charter the business 
of a public accountant is being carried on by a mem- 
ber either by himself or as a partner in combination 
with some other business and such combined business 
was being carried on at the date of the said Origi 
Charter this rule shall not apply to a member of the 
Institute who continues to carry on that same com- 


bined business or after the date of this Our Supple- ~ 


mental Charter becomes engaged in that same com- 
bined business either by himself or as a partner: 
Provided that this saving shall cease to have effect in 
relation to any such combined business at the end of ten 
years after the death or retirement of all members of 
the Institute carrying on the said business either 
alone or as partners at the date of this Our Supple- 
mental Charter. 
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for the harvest. In fact, of course, such advertieng 
is strictly forbidden and there is a further restriction 
in that a member advising a trade association. is 3ot 
permitted, in normal circumstances, to have direct 
contact with individual members of the associatizn. 


The issue of booklets by members 

(paragraphs 57-70) 

This is a most difficult matter and the Council зав 
issued a long and rather complicated statement abeut 
it. The subject is one which would interest only Зе 
larger firm and as it will not concern most of сву 
audience I do not propose to dwell on it. Briefly if 
you send out a booklet to your clients describ-ag 
your services you must not put your name on it aad 
you must not send it to non-clients except in resporse 
to an unsolicited request. There is, however, mich 
more to it than that and any member who conten- 
plates producing a booklet would be well advised -o 
read, mark and inwardly digest paragraphs 57 to 70 
of section Ез. ' 


Other matters 

This section has already reached an inordinate leng 5, 

and inevitably, like the Ten Commandments, most-of 

the precepts have been negative. However, there are me 

or two other matters which I should mention briefly 
Brass plates and window lettering should be in 

good taste and not excessively large or decorative I 
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do not propose to lay down maximum dimensions for 
the lettering. It should be able to be read without 
strain by the average person with the normal com- 
plement of eyes. 

Members may if they so wish include their name, 
description and address on envelopes, whether by 
printing or franking machine, again with the proviso 
about standards of good taste. 

While a member may, of course, advertise for 
articled clerks, he should take care that his advertise- 
ment is worded in such a way as not to be capable 
of the interpretation that he 1s tempting an existing 
articled clerk to break his contract with his principal. 
А serious view would be taken of such an attempt. 

It is recognized that a reasonable degree of 
advertising in the professional public Press is neces- 
sary for those members who undertake tuition for 
examinations. Such advertising should, of course, be 
dignified and restrained and there should be no. 
hint of any connection with a member's practice. 

I do not want to give the impression that the 
Institute's members are all black sheep who are 
engaged in Machiavellian plots to outwit the Institute 
and circumvent the rules. Considering the very 
substantial size of the family chere are very few black 
sheep indeed. Many, perhaps most, of the lapses are 
inadvertent and there must be very few members who 
deliberately set out to attract professional work by 
improper means. (To be continued.) 





~ Weekly Notes 


THE INSTITUTES' EXAMINATIONS 


TOTAL of 2,891 candidates sat for the May 

examinations of The Institute of Charterzd 
Accountants in England and Wales. Of the 2,024 
candidates in the Final examination (old syllabu: ), 
944. (47:1 per cent) passed and 1,060 failed. 

The First Place in Order of Merit, the Institute 
Prize, the W. B. Peat Medal and Prize and tæ 
Plender Prize for the paper on English Law Part I 
were won by Mr С. О. O. Oyediran, of London. Tis 
Second Place in Order of Merit, the Walter Knex 
Scholarship and the Plender Prize for the paper ca 
General Financial Knowledge, Cost and Manag=- 
ment Accounting were won by Mr P. M. Stafford, =f 
Manchester. The Third Place in Order of Merit ard 
(equal with one other) the Plender Prize for tls 
paper on Advanced Accounting Part I were won Ey 
Mr R. G. Whittaker, also of London. 

In the Final examination Part I (new syllabus) 
there were 754 candidates, of whom 371 (49:2 p= 
cent) passed, and 383 failed, The First Place in Ога = 
of Merit, the Robert Fletcher Prize and the Deloitte— 
Plender Prize for the paper on English Law Part 1 


were won by Mr M. R. Clower, of Worcester. Second 
Place in Order of Merit, the Walter Knox Scholarship 
and the Deloitte-Plender Prize for the paper on 
English Law Part I were won by Mr P. W. Murcott, 
of Maidenhead, and Mr I. R. Parmenter, of London, 
was awarded Third Place in Order of Merit and the 
O. C. Railton Prize. 

Of the 133 candidates in the Intermediate exami- 
nation (old syllabus) 46 (34:58 per cent) passed and 
87 failed, no candidates being placed in order of 
merit. The Plender Prize for the paper on Taxation 
and Cost Accounting was awarded to Mr K. Thomas, 
of Abertillery. 

A full list of successful candidates appears else- 
where in this issue. 


MUNICIPAL TREASURERS’ 
EXAMINATIONS 


TOTAL of 1,722 candidates sat for the May 

examinations of The Institute of Municipal 
Treasurers and Accountants and 577 (34 per cent) 
were successful. 

In Part A of the Final there were 526 candidates, of 
whom 163 (31 per cent) passed, compared with 130 
successful candidates (33 per cent) in the May 1964 
examination. In Part B there were 314 candidates, of 
whom 122 (39 per cent) were successful; in the 
May 1964 examination 134 (45 per cent) passed. 
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A total of 882 candidates sat for the Intermediate 
examination and 292 (33 per cent) passed, comparec. 
with 219 (31 per cent) in May last year 

laces and prizes will be awarded on the combinec 
results of these examinations and those to be helc 
next November. The names of the successfu. 
candidates in the two parts of the Final examination, 
together with a summary of the results, appear 
elsewhere in this issue. 


LC.W.A. PRACTISING CERTIFICATE 


HE Council of The Institute of Cost and Works 

Accountants has revised the conditions regulating 
the issue of practising certificates and has now laid 
down that any member of the Institute practising as а 
consulting cost accountant (i.e. engaged in cost con- 
sultancy work, either as an individual, or as а рампе: 
in a firm or as a director of a limited company) таат 
apply for a practising certificate. 

In his application a member will be required to 
show that, since reaching the age of 23, he has had 
(a) not less than five years’ experience in management 
consultancy; (b) not less than three years' experience 

in cost consultancy, and (c) consultancy or executive 
experience in not less than three different industries 
(these periods of experience may be concurrent. 
Previously, the practising certificate was limited to 
partners in cost consultancy firms and sole prac- 
titioners, in both cases with not less than five years' 
adequate experience of cost consultancy since reack- 
ing the age of 21. 

Under the new conditions, a member wishing to 
practise is not compelled to apply for a practising 
certificate but if he possesses the necessary qualifice- 
tions he would no doubt wish to enjoy the benefits of 
taking up the certificate, with its indication of a ш 
standard of competence in the holder. In addition, the 
Council hopes in due course to publish a separate list 
of such members which would be sent in answer to in- 
quiries for the services of a consulting cost accountant. 


THE CONFEDERATION OF BRITISH 
INDUSTRY 


HE Confederation of British Industry was estab- 
lished by Supplemental Royal Charter on July 
зо. The Federation of British Industries has 
now ceased to exist although any contracts carried out 
under the original charter remain valid. The formal 
winding-up of the National Association of British 
Manufacturers and the British Employers! Con- 
federation is in hand. 
` The first president of the new C.B.I. is Sir Maurice 
Laing and the first director-general is Mr John 
Davies, M.B.E., F.C.A. whose appointment was 
announced in The Accountant of February 13th, last. 
The first meeting of the Council of the new СВА. 
was held on Wednesday of this week and dealt with 
legal and organizational formalities. The first business 
meeting of the C.B.I. Council, apart from formalitizs, 
will be held on September 5th. 
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THE CHANCELLOR AND DOUBLE 
TAXATION 


Језа: by a written answer made by the 


if 


Chancellor of the Exchequer on Monday, he is << 


already thinking about next year’s Finance Bill. He 
wes asked what United Kingdom tax will be borne 
after next April sth by overseas residents on dividends 
frem the United Kingdom. Mr Callaghan said: 


“We shall observe existing double taxation agree- 
znents, pending renegotiation where this is desirable. 
To deal with the case where a double taxation 
agreement is silent about the liability to income tax 
эп dividends going overseas, I propose to introduce 
legislation in next year’s Finance Bill to say that, 
pending renegotiation of these agreements, the 
liability of the overseas shareholders concerned shall 
not exceed the rate of tax which the other country 
could impose in the converse case under the agree- 
ment.’ 


HEAVY GOLD LOSSES 


Iz was expected that the July gold and foreign 
exchange reserve figures would be unsatisfactory 
since the Government had introduced a series of 
уен cuts in its own expenditure only a matter of 
zys before they were due to be published. It was 
alao expected that the figures when published would 
ме little indication ош. the true state of the 
reserves. Both expectations have proved correct. 

The Treasury announced on Tuesday that the 
reserves fell in July by £50 million to £947 million.. 
This was after the receipt of £41 million from West 
Germany to help pay fortheupkeep of the Rhine Army. 
‘There was also a drawing on the $750 million swap 
fecility with the Federal Reserve Bank of New York. 


Without the West German payment the reserves would ~ 


have lost £100 million and the true figure of the drop is 
generally estimated to have been around £140 million. 
The activity of the Chinese Government in chang- 
img sterling into gold has been a contributory factor 
im the unease in the market for sterling, but it is also 
apparent that there has been a widespread lack of 
confidence in the £ as foreigners have watched on 
the one hand the United Kingdom's balance of 
yments position and on the other the continuing 
Eigh level of internal expenditure, especially by the 
Government. The £ now enters the period of seasonal 
pressure with an unpropitious start. The Chancellor 
cf the Exchequer said in the House of Commons on 
Tuesday that the United States portfolio of securities 
Ead not yet been touched. It may have to be now. 


LOCAL GOVERNMENT BUDGETING 
А OMERSET County Council has adopted a plan 


for nditure control which The Times described 
en Monday as a ‘gentle revolution in local government 
finance’, 


The plan has been devised by Mr W. Hollinrake, 
7.M.T.4., Somerset County Treasurer, who is also 
Becretary of the Society of County Treasurers. It is 


. 
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designed to provide a framework within which the 
County Council budget for 1966-67 can be con- 
structed to a predetermined expenditure level. Whilst 
the Council is ultimately responsible for the budget 
and the county rate to be levied, Mr Hollinrake 
suggests that the present budgetary procedure is 
unsatisfactory because the only occasion when the 
Council can exert its influence is at the annual budget 
meeting when ‘so much work has already been done, 
and the pattern of estimates is so firm that the Council 
is faced with what is virtually a fait accompli and 
cannot therefore discharge its responsibilities effec- 
tively’. 

Mr Hollinrake therefore proposes, under the 
plan, to determine the total of each committee’s 
estimates within the overall budget total. After 
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defining the area of chcice within which the 
Council can decide the level of rate and grant-borne 
expenditure for which to badget, he has calculated 
upper and lower limits: the upper one based on the 
trend of expenditure experienced in recent years; 
the lower one according to forward estimates agreed 
with the Government in negetiating the general grant 
for the country as a whole. 

The success of the plan haz, of course, to be proved 
in practice. As Mr Hollimrake himself observes, 
complications and controversies will inevitably arise; 
but these should not be permitted to jeopardize the 
plan. With consistent suppo-t at all levels – in com- 
mittee, departmentally, and оу officers — it should be 
possible to achieve any mocifications which experi- 
ence shows to be desirable. 





This is My Life... 
by An Industrious Accountant 


CHAPTER 288 


AXATION rules and procedures change over 

the years, and accountants must of necessity 
change with them. We in industry must learn of 
the new pitfalls involved, in so far as the provisions 
of each annual Finance Act apply to us, while at 
the same time we pity our brethren in professional 
practice who must pore over each and all of the new 
provisions in their pursuit of knowledge. 

The disappearance of Schedule A with all its 
anomalies was in its way a major change. This was 
probably our most ancient and venerable tax. After 
all, Schedule D is a comparative Johnny-come- 
lately, having been introduced by Pitt in 1798 as a 
strictly temporary measure in the struggle against 
Napoleon. In other countries it.is even younger, 
having been established in Austria in 1849 and. Italy 
in 1864, for example, while it was only imposed in 
the United States in 1963. But Schedule А dates back 
to William the Conqueror. 

William taxed ruthlessly, shrewd Norman that he 
was; even Chancellors of the present sophisticated 
age could learn from his ingenuity. He liked from the 
first to "lay on a geld exceeding stiff'. His masterpiece 
was the Domesday Book of 1085 — a survey of all the 
land and stock.and peasants in England for taxation 
purposes. His justiciaries ~ surely the contemporary 
prototypes of today's accountants — summoned 
juries in every shire of sheriffs, manor lords, church- 
men, bailiffs, tenants, etc., and recorded in meticulous 
detail an unprecedented wealth of information. 
Indeed, his diligent clerical labour performed 
brilliantly a task that would need a computer today. 
The fierce resentment of the victims is evident in the 
words of the Anglo-Saxon chronicler: 

‘So strictly did he cause the survey to be made, 


that there was not a single hide, not a yardland of 

ground, nor — it is вћатећа to say what he thought 

no shame to do — was the-e an ox, or а cow, or a 

pig, passed by, that wae not set down in the 

accounts; all these writings were brought to him.’ 

I know a rather dignijed accountant today, 
polished in argument and tending to a rolled um- 
brella irrespective of -weatker, who .might benefit 
enormously by a taste of reincarnation. Just imagine 
this intellectual giant countinz the piglets, ankle-deep 
in mud, with a surly Saxon curl in jerkin and liripi 
swinging a quarterstaff beh nd him. Auditors з 
may see their ancestors, since William dispatched 
а second body of commissiorers to check the assess- 
ments of the first. Thereafter there was no appeal 
from the tax imposition, a precedent not altogether 
forgotten today, hence the wry native humour which 
aptly picked the nickname ‘Doomsday’. 

It is doubtful if William's procedure would have 
satisfied Adam Smith's four classic canons of taxation, 
but he laid a magnificent foandation of knowledge. 
The list of freemen, villeins. or slaves, of mills or 
fishponds, of estimated land ~alues past and present, 
gave his assessors every opportunity. They sat down 
in Westminster's hall, buik by the king's son, 
Rufus, and reckoned accurately the levies due. They 
taxed the manor lords and tke great barons, who in 
turn increased their demands on their tenantry of 
every rank. | 

‘Taxpayers, however, had ane great advantage not 
available today: they paid »art of their debt in 
service. А country squire cischarged part of his 
liability when he rode behind William to invade 
King Malcolm's Scotland; aad a peasant similarly 
worked so many days in his overlord's field. It's 
а pity that modern auditors and accountants never 
claimed the right to pay their taxes in kind. So many 
tricky P.A.Y.E. claims, so many overdue industrial 
assessments, might be hand'ed on behalf of our 
overworked Revenue Commissioners for every [100 
of Schedule E due. I wonder at what value per diem 
they would rate the services 5f my friend with the 
rolled umbrella? 
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Finance and 
Commerce 


Mitchell Construction 


N his statement with the accounts of Mitchell 
Construction Holdings Ltd, which form this 
week’s reprint, Mr D. D. Morrell, the company’s 


chairman, goes to some lengths to explain to share- . 


holders why the directors consider that turnover 
figures should not be provided and why they consider 
that interim reports. would be misleading. 

Mr Morrell comments -that it is the board’s 
‘earnest desire to provide the maximum amount ЈЕ 
information possible to shareholders, provided this 


MITCHELL CONSTRUCTION HOLDINGS LIMITED 
AND SUBSIDIARIES 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
FOR THE YEAR ENDED 31st December 1964 


Group Trading Profit for the year (Noto 1) 

Deduct: Loan Stock Interest Gross (1963, Half year) (Note 2) 
Group Profit before taxation 

Deduct: Taxation based on profit of the year 


Income Tax 
Profits Tax 


Less: Adjustments In respect of previous years 


Group Profit after taxation 
Deduct: Outside shareholders’ Interest 


Deduct: Earned by Subsidiaries prior to the effective date of acquisition on 1st April, 1963 — 


Profit Attributable to 


Mitchell Construction Holdings Limited 
Dealt with by the Holding Company 
Retalned by Subsidiaries 


Unappropriated Profit brought forward 


Appropriations: 

"Dividends, less Income tax (Note 3) 
Preference (1963, Half year) 
а а of 5% 

Proposed final of 11% 


Unappropriated Profit carried forward 


Mitchell Construction Holdings Limited 
Subsidiaries 


THE 
ACCOUNTANT, 


August 7th, 1965 


is practicable and is in their interests and i in the 
interests of the company’. 

The directors, he adds, have one fundamental 
consideration in mind — that the information should 


~ 


be such as to enable shareholders to form a better ^ 


picture of the company and that it should not be 
misleading. Concerning the disclosure of turnover, 
the directors do not consider it wise to allow turnover 
considerations to dominate other policy; pre- 
occupation with turnover is not a major influence 
in the business. But Mr Morrell admits that share- 
holders might still wonder what is the objection 
to the publication of a turnover figure. 

In the first place he makes the point that the use- 
fulness of a turnover figure must be very limited due 
to the range of the group's activities which, although 
all asscciated with construction, is 80 varied both in 
size and profitability that turnover would not neces- 
sarily reflect the ‘overall well being of the company’. 


Misleading 
Secondly, as the chairman has stressed in the-past, 


profits are taken only when all outstanding queries are 
settled and, accordingly, the profits in each year 












































1964 1963 
£ £ £ £ 
508,767 476,633 
32,868 24,000 , 
475,899 452,633 Ж 
197,788 144,326 
60,022 51,185 
257,810 195,511 ME 
43,043 31,857 
214767 28 163,654 
261,132 288,979 
12,187 4,598 
248,945 284,381 
71,075 
248,945 213,306 
104,304 108,083 
144,641 105,223 
£248,945 £213,306 
133,681 МЕ 
382,626 213,306 
21,437 10,719 
27,835 969 
58,737 45937 
E 108,009 79,625 
24,753 28,458 
249,864 105,223 
- £274,617 £133,681 
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relate to contracts treated as completed and not -0 
work done in that year. ‘It is therefore impossible, 
Mr Morrell considers, ‘to correlate fluctuations п 
turnover with the profits either for the year concernel 
or any succeeding year.’ A drop in turnover coud 
quite easily precede a year in which record profis 
were brought into account and ‘the board would be 
doing a disservice if it provided shareholders wish 
information which they would be entitled to regaad 
as significant but which might nevertheless Ee 
misleading'. 

The method of taking profits also makes difficcit 
the publication of interim statements. Mr Morrell 
says: ‘In any industry where contracts extendirg 
over two years and more are common and settlemen-s 
are often protracted, the accounting convention f 
reporting profits every twelve months is an imperfect 
tool.’ Six-monthly reports would not only emphasize 

~ the misleading nature of short-term accountirg 

№ but would inevitably show wide fluctuations which 
would not necessarily be representative of the whee 
year. Examination of the records of previous years 
has shown that these misgivings are justified ard 
‘half-yearly reports would in a number of cases ha-e 
been quite unrepresentative of the results of the year 
as а whole’. 


Moving Average 


In these circumstances, Mr Morrell says that tle 
board ‘does not think that the production of ha- 
yearly reports would provide shareholders with ary 
significant information. On the contrary, any ia- 
. formation so given might well be misleading'. 
S For these reasons the directors, ‘should occasicn 
arise’, intend to approach the London Stock Exchanze 
‚ Council with a request that it might exercise tie 
discretion to ‘modify the terms of its supplemental 
undertaking so far as the production of half-yeamy 
accounts is concerned’. Which means that if tae 
company at any time in the future has to apply for a 
quotation for new capital it will ask the Stock 
Exchange to be allowed not to publish figures in 
interim reports. 
Mr Morrell considers that the best measure of бе 
progress of the company is obtained by considering 
a four-year moving average of profits. The reco-d 
calculated on that basis is: 


£ 
Average profits 1957-60 202,000 | 
» » 1958-61 280,соо 
o» » 1959-62 359,20 
» » 1960-63 401,00 | 
j » 1961-64 430,00 


As will be seen from the accounts the group trading 
profit in 1964 was £508,767 against £476,633 befcre 


loan interest and the figures are, presumably, ‘he. 


maximum amount of information possible -to 
shareholders’. 


MITCHELL CONSTRUCTION HOLDINGS LIMITED AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET АЗ AT THE 31st DECEMBER 1964 


1963 
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1,348,819 


£2,857,821 £1,509,856 1,347,965 





33,337 


33,344 


800,000 3 Trude Investments in Canada, at Cost (Note 8) 
Current Assets 


194,700 


6% Convertible Unsecured Loan Stock 1983/88 (Note 5) 


_ Outside Shareholders’ Interests 


Loan Capital 


128,276 Work in Progress, 


134,064 


less cash received on account (Note 8) 
Stocks and stores {Note 9) 


Debtors 


152,557 
Cesh 


198,000 


Future Taxation 





5,513,313 





Current Llabilities 


177 


£6,755,539 


£6,894,622 


R. TEREE Y Directors 


D. D. MORRELL 


F. 


1. 


3,968,841 


£6,755,539 




















Proposed Dividends 


Taxation 


Bank Overdrafts (Secured-—Nota 6) 


Creditors 
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Orders 


Since profits are only taken into account on the 
completion of contracts is it not possible to provide 
for shareholders the sales or contract-worth figure 
behind the profits? Is it misleading to provide such 
a figure, or even a moving average of turnover? 


A number of companies in the construction . 


industry are prepared to give figures for the amcunt 
of work in hand at the oe of the year and figures for 
the amount of new work done during the year. This, 
at least, is some guide to the continuing business level 
within the group, but presumably the Mitchell 
Construction directors do not consider that even 
figures of this description are in the shareholders’ 
interest. 


On orders, shareholders are merely told that 


‘during the last twelve months we have continued to 
receive a good flow of new work with the result that 
our order book stands at a satisfactory and, indeed, 
record level’. One gets the impression that the words 
‘and, indeed, record’ were put in the sentence as an 
afterthought. 

The chairman states the board’s case on reporting 
inadequacies strongly enough but whether ih 
itself is sound is very much another matter. 
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Press at Company Meetings 


T2 this column has come a report from Ireland of 
~some “goings on’ at the annual meeting of an Irish 
company. The report has it that a member of the m» 
Press was thrown out of the meeting, not by апу“ 
minion or lackey, not even by the secretary, but by 
zhe chairman of the company himself. 

What went on before — or even after ~ the great 
jection is shrouded in mystery, as во many things 
Trish tend to be. Nor does this column know the 
2ackground to the affair. But the attendance of the 
Anancial Press at company meetings has come to be 
30 much taken for granted that the ejection, quite 
apart from having been performed by the company’s 
zhairman, is in the realm of the exceptional. 

Like leave in the Army, the attendance of the Press 
at company meetings may well be a privilege rather 
zhan a right; but in this day and age when ‘eternal . 

се" із more than ever the watchword of the... — 
public right’, the privilege should seldom be with-(f9 
aeld. The separate Press table, replete with paper and * 
2encils and, often, a reference е сору of the chairman's 
the exception and 
demonstrates that most public companies appreciate 
zhis line of thought. 





MITCHELL CONSTRUCTION HOLDINGS LIMITED 
NOTES TO ACCOUNTS, 31st December 1964 
1)]Trading Profit 


The Group trading profit is shown after charging: 154 по 
Directors’ emoluments: 
feas 6,000 3,370 
oxecutive remuneration à 44,440 43,735 
Auditors' remuneration and expenses 4215 3,142 
Depreciation 248,668 ‚556 
Bank Interest 54, 49,729 


e Loan Stock Interest 

llowing the conversion of £605,300 of Loan Stock 
into 635,565 Ordinary Shares of 5/- each, the Losn 
Stock interest is made up as follows:— 


1964 1963 





7 months on £605,300  - £21,185 6 months on £800,000 £24,000 
12 months on £194,700 11,683 Е 
£32,868 £24,000 


(3) Dividends 

The dividends on the ordinary shares have been or will be раја 
ona pend capital which has been increased from £750,000 to 
£908,891 by the conversion of Losn Stock. 

The dividends on the preference shares аге for the full year 

to 31st December 1964, 


(4) Share Premium Account 


£ 
At 31st December 1963 252,328 
Arising from the issue of 635,565 ordinary shares of 
AS in exchange for £605,300 6%, Соп ible Loan 
Stock 446,409 
£698,737 
Loan Stock 
€ 6% Convertible Unsecured Loan Stock 1983/88 Is 
convertible Into ordinary shares at the option of tha 
stockholder at the following rates for each £100 of 
Loan Stock: 
Number of 5/- 
Conversion Date Ordinary Shares 
1st August 1965 10 
dst August 1966 р 95 
1st August 1967 90 


ist August 1968 85 


16) Bank Overdrafts 


Bank Overdra:ts are secured on the assets of the Group by way of 
Debenture of the principal operating companies. 


77) Basis of Depreciatlon 


Except In the case of freehold buildings, depreciation Is provided on the 
"educing balance of fixed assets at rates which will, in normal E 
zircumszances, write them off over thelr effective life. In the case of 
Teehold:bulldingzs no depreciation Is provided where chess are permanent 
and their геа базе value exceeds their book value. 

Where initial and annual allowances exceed depreciation, amounts have 

зевп sot aside for the deferred сах Пађ су. 


8) Work In Progress 

Alajor contracts cake a number of years to complete and the profit is 
arought Into account only when all s er bree have been agreed and 
cottled. Work in progress of che principal subsidiartes із valued at cost, 
ass provision for losses. Certain contracts of Kinnear Moodie & Company 
-Imited, commenced before 1st January 1963 and not yet finalised, are 

ып exception but the amount involved is not material. 

-and awaiting development (£98,000) Is Included In work in progress. 


9) Stocks and Stores 


А concise statement of the bases used for the valuation of stocks and 
stores is not practicable due to the diversity of the activities of the 
Sroup, but tha zmount shown has bean determined for the whole of the 
rtocks and stores at che Balance Sheet date on bases which are considered 
zppropriate In the circumstances and have been consistently applied. 


710) Capital Commitments 


Zapltal commitments for which provision has not been made In the 
Tonsolidated Balance Sheet, amount to approximately £96,000 
1963 —:16,000). 


ЧИ) Currency Conversion 
‘Canadian currency has been converted at the rate of $3.00— £1 sterling. 


Note: 


These notes are part of the Company's Accounts and are given to confor. 
with the requirements of che Companies Act 1948. 


—HE 
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CITY NOTES 


HE switching of the Bank Holiday from the 

АЕ beginning to the end of the month has по: 

prevented the first week in August from being a poo- 

one for the stock-markets. Business this week ha- 
been decidedly small. 

The plain fact is that there is no incentive to invest 
Imposition of the new restrictions on top of thos- 
already in operation in the economy cannot be ex- 
pected to fire investors with enthusiasm even though 
in index terms, share prices stand at their lowes 
levels for two years. 

It is possible to make a case for investment nov 
on the basis that, in due course, the present pitch o7 
prices will prove to have been low. That may be sc 
But the argument in favour of buying at the presenz 
time also has to be overridden by an acknowledge- 
ment that prices will in all шу go lower stil 

—ribefore recovery can be 

So far as the equity mar pis as a whole is concerned 
the position seems to be that it is too late to sell buz 
not yet soon enough to buy. On such a basis it i. 
hardly surprising that turnover in the market dwindles 

There is little immediate prospect of any break ir. 
the equity market deadlock, particularly sinc- 
industrial company comment is likely to have ar. 
increasingly heavier accent on the uncertainties of th= 
short-term economic prospect. 


1 * * * * 


OR the second successive month the gold and con- 
vertible currency figures have obscured the tru> 
reserve position. Three months ago the reserv= 
.4 position was clarified by the lumping of all borrow- 
e into the International Monetary Fund loans 
but that cleaning of the slate has not lasted long. 
Recourse to a ‘swap’ arrangement with the Federa_ 
Reserve Bank of New York has followed two furthe- 


pressure periods on sterling and leaves the published 
gold and currency reserve figures with little real 
meaning. If they mean anything, they indicate 
that the already "liquifiec" Government-owned dollar 
securities may have to be brought into the front-line 
position before long. 

* * * * 


HE withdrawal of local autkorities from the house 

mortgage market has, no: for the first time, 
placed virtually the entire burcen of mortgage loans 
on to the shoulders of the building societies; this 
at a time bing) the societies are operating on the thin 
margin of a 4 per cent tax-free interest paid to 
investors and 6$ per cent cha-ged to borrowers. A 
rise in the recommended mortgage rate to 7 per cent 
is considered inevitable in rome quarters. Even 
societies prepared to let the present interest rate 
structure run for a time are now coming round to the 
view that a 7 per cent mortgage rate will have to be 
introduced soon. Тће move :s likely to be made 
following a meeting of the Bulding Societies Asso- 
ciation Council next week. 

є * * * 


HE decision of Singer & Friedlander, the 

bankers, to reorganize their publicly-quoted 
Anglo-International Investment Trust into dividend 
and asset shares has created interest in the investment 
trust field. Tax doubts have pushed back normal 
investment trust share prices to well below asset 
values. Investment trust shareholders naturally do 
not feel inclined to sell on such = basis, but at the same 
time they do not see much ezrlv prospect of price 
recovery. The splitting of cap:tal between dividend 
and asset shares at least allows the shareholder to 
retain that part of his holding with which he is 
primarily concerned. 


RATES AND PRICES 


Closing prices, Wedrzsday, August 4th, 1965 


Tax Reserve Certificates: interest rate 28.11.64 34% 


Bank Rate 
Nov. 2, 1961 6 Jan. 3, 1963 4% 
Mar. 8, 1962 a Feb. 27, 1964 57. 
Mar. 22, 1962 5% Nov. 23, 1964 79- 
April 26, 1962 4% June 3, 1965 6% 
Treasury Bills 
May 28 £6 7s 3°344% July2 5 тоғ 06649 
June4 45 12: 931d% Julyg 5 115 9'954% 
June ırı £5 12s 0'994% July 16 5 125 463d% 
June18 £s 11s 9:57 74% Julya3 £s 12s 6:874% 
Juneas £5 ros 10°02d% July30 6512: 717d9. 
Money Rates 
Day to day 43H Bank Bills 
7 days % 2 months 5 о 
Fine Trade Bills 3 months 5 one 
3 mons 7-%% 4 months 51-67 
4 mon months 5 9 
6 montbs A4 У 


Foreign Ексћелрез 


New York 2°79 Frankfurt ir'aof 
Montreal 3'01 Milan 17. 
Amsterdam 10:05 Osb 19:9 
Brussels 138:54% Paris 13'67% 
Copenhagen 19:361 Zürich 12:04 
Gilt-edged 
Consols 4% ne Furding 3% 59-69 87 
Consols 24% Savings 3% 60—70 82 
Conversion 6% o 1972 5% Savings 3% 65-75 71 


Savings 229 64-67 92% 


Conversion 5295 1974 90 

Conversion 5% 1971 91% Treas. 54% 2008-12 iaa 

Conversion 34% 1969 8935 ‘Treasury 5% 

Conversion a% 52% Treasury 34% учу: M 71 

Funding АЛУ 2-84 864 ‘Treasury 517, 79-81 69 
ding 4% 60-90 оф Treasury 24% 37% 

Funding 34% 99-04 564 Victory 4% 95 

Funding 39 894 War Loan 34% 518 
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Reviews 


Accounting Theory and Method 


by Јонм MATTHEWS, В.5С.(ЕСОМ.), F.c.A. (Hong 
Kong University Press; ord University Press, 
London, 45s net.) 


Any textbook on accounting must by now be but a 
variation on an already much-expounded theme but 
Mr Matthews contrives to bring originality to his 
contribution in a number of ways. He regards com- 
merce as a continuous cycle, marked by regularly 
recurring events such as the acquisition of the 
necessary finance, its investment, the receipt of 
income and the accumulation and reinvestment of 
additional finance. Measurements of results have to 
be made in segments of time, a process complicated 
by fluctuations in prices and changes in absolute 
values. Having defined his basis, the author then 
explains the accounting techniques to be adopted and 
applies them to various constitutional kinds of 
businesses — branches, partnerships, limited companies 
and groups, to different kinds of economic activity 
and, finally, to social accounting records at national 
and international levels. 

Mr Matthews's narrative is liberally interspersed' 
with practical illustrations, and to each chapter are 
added a number of notes and problems to test the 
reader's appreciation of what has just been discussed. 
The book is intended for university students reading 
accountancy and, as first reading, for articled clerks: 
It would seem to be rather advanced for the latter 
pupo but Mr Matthews should know, having 

een an articled clerk himself once and, indeed, he 
graciously dedicates his book to the firm in whose 
offices he ‘was instructed in methods of accounting 
and in the principles of the profession’. It is a worthy 
tribute to his mentors and one which should provide 
encouragement and inspiration to all who read it. 
The publishers state that the edition is one of a 
thousand copies but Mr Matthews’s interpretation, 
relating as it does accounting to the realities of 
business, deserves and may well get a much wider 
circulation. 


The C.P.A. Plans for the Future 


by Jonn L. Савет. (American Institute of Certified 
Public Accountants, 666 Fifth Avenue, New York, 
N.Y. 10019, $5.00.) 


The Committee on Long-Range Objectives of The 
American Institute of Certified Public Accountants 
has no connection with what goes on (or off) at 
Cape Kennedy. Its purpose is to peer into the fu-ure 
and prepare the accountancy profession for what 
lies ahead of it. With this aim and with the aid of 
the Committee, Mr John L. Carey, Executive 
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Director of the Institute, has written a book, which 
he calls a planning document, to help individual 
members, firms, State societies and the Institute 
itself to clarify and to reach their own objectives. =: 

His narrative is divided into four sections. The 
first describes the business and social environment 
in which the profession functions and the economic 
trends and political changes which may be discerned. 
The second section covers the various services which 
the profession has to offer to the community, and the 
third its ethical and educational requirements. The 
fourth and final section outlines the structure of 
the profession — present and future. 

Within this ambitious orbit and in the course of 
nearly five hundred and fifty pages, Mr Carey 
ар to say everything that has to be said on the 

subject and if American accountants, individually 
nr collectively, lose their sense of direction it should 
not be for the want of words. To accountants in, 
Britain and elsewhere, accustomed to comparatively. - 
austere pronouncements and commentaries on future ~ 
policies, Mr Carey may appear verbose but there is 
much good sense embedded in his observations and 
although his main concern is the C.P.A. (these 
initials are peppered liberally on nearly every page), 
many of his suggestions are applicable on a global 
basis. He envisages the accountant of the future as 
being closely identified with the ' classification, 
analysis and interpretation of business data, with the 
measurement of productivity and with the develop- 
ment of standards for the appraisal of management 
performance. He would like to see the accountant 
dominant in business and finance, as doctors control 
zhe sciences associated with the healing arts, and \ 
-awyers the field of civil and contractual rights. "These k 
are goals to which accountants in the United Kingdoni 
also aspire and the way the Americans are going 
about achieving them is admirably signposted in Mr 
Zarey's most readable book. 


Life Insurance, Annuities and Pensions 


оу ARTHUR PEDOE, F.1.A., Р.5.А, (University of Toronto 
Press; Oxford University Press, London. £5 net). 
This is an important book, though in so many 
zespects a peculiar one. The author tells us that it is 
addressed primarily to employees and officials of life 
-nsurance companies ‘engaged in the specialized 
work of administration, accounting, law, medicine, 
Znance and investments, and sales’. For ‘specialized’ 
work, that covers a lot of territory — but by no means 
all the territory the author covers. Despite his 
400-odd pages he obviously cannot deal with these 
subjects exhaustively, especially as he so often 
wanders off into (admittedly interesting) historical” 
cligressions, such as a convincing explanation of the 
Black Death of the year 1665, and a full description 
ofthe British ‘Gambling Act’ of 1774; but, to be fair, he 
writes with great lucidity, and tells everyone just about 
all he needs to know — of the work done by the others. 
He throws an interesting light on the success of 


August 7th, 1965 


Britain’s ‘Old Equitable’, founded in 1762, pointing out 
that in those days one-half of all children born failed 
to reach age 9, whereas nowadays one-half of the male 
- babies live to age 72, and one-half of the females to age 
7. He tells us of the resulting institution of bonuses, 
while the effect on annuity business was well-nigh 
disastrous. | 

There аге now ninety-nine companies selling 

life insurance in Canada, and зо many in the United 
States in excess of 1,000 that if we quoted a figure it 
would be out of date before it could get into print. 
No United States or Canadian life insurance compan 
was founded one hundred years before World War II 
began. However, by 190o, five Canadian companies 
were operating overseas and today four of them 
have business in force in more than fifteen different 
currencies. 

This is a book which undoubtedly will interest 
-life insurance men wherever they are — and not a few 
NEM who are on the side-lines of life insurance. 

author states that "Сапада leads the world in the 
ratio of voluntarily purchased life insurance to national 
income', three out of every four families carry at least 
some life insurance the average per family being the 
dollar equivalent of over £4,000. For those in overseas 
branches of Canadian life offices the book is, of 
course, a ‘must’. 


Purposeful Investment 


by WiLLiAM С. NURSAW, F.C.L8., A.C.LI, F.LARB. 
(Hutchinson & Co (Publishers) Ltd, London. 255 net.) 


The growth of the investment habit has inevitably 
Jengendered a series of texts on investment for the 
"^non-specialist and amateur who seeks to beat the 
index. This particular work is not concerned solely 
with investments in the stock-market sense of the 
term, but rather with the variety of assets which the 
smaller investor can acquire, ranging from houses 
and shares in investment trusts to annuities and Irish 
investments. The author has brought together a 
selection of his regular articles on investment in The 
Observer together with a separate introduction. 

This little book can be recommended to the in- 
tending Final student and to the younger practitioner 
as illustrating the sort of things many of his future 
clients will expect him to talk knowledgeably about. 


Studies in Profit, Business Saving and Invest- 
ment in the United Kingdom. 1920-1962. Vol. E 


by P. E. Harr. University of Glasgow Social and 
Economic Studies No. 3. (George Allen & Unwin 
Ltd, London. 40s net.) 


This is the first volume of a study of the profitability. 
of British industries during the inter-war period and 
the pattern of appropriation of that profit within 
manufacturing industry. Estimates of profits are 
based upon Inland Revenue data and the analysis of 
the data is discussed in some detail, as well as their 
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reliability and the margin of error in the estimates. 
The determination of the trend of profits for various 
industries comprises the first hzlf of the volume. The 
second part discusses the problems of measuring the 
size of firms with particular relevance to the criteria 
available for classification. Accountants interested in 
the uses to which economists can put accounting data 
will find much to interest them in this work. 


Essays on Economic Policy 


Volumes I and II by NicHozas KALDOR (Gerald 
Duckworth & Co Ltd, London 5os per vol.) 


These two volumes bring togetaer a series of articles 
and memoranda written by Mr Kaldor during the 
last three decades, although the majority of them 
were written during the last decade. 'T'hey are grouped 
under five main heads, the first being policies for full 
employment which includes his memorandum for 
Sir William Beveridge’s committee on full employ- 
ment and a more recent paper ол post-war experience 
delivered to a Belgian audience in 1955. 

Тће second and third sections cover Mr Kaldor's 
views on the control of inflation and the problem of 
tax reform, respectively. This part of the work 
includes his memorandum to the Richardson Com- 
mittee on the value added tax. 'T'he last two sections, 
which comprise the second volume, are of greater 
interest for economists and include articles on 
policies for international stability, one of which 
discusses the case for an international commodity 
reserve currency, a particular merit of which would 
be the stabilization of the foreign currency earnings 
of the emergent territories. The final section com- 
prises a series of papers on the economies of various 
countries, perhaps the most comprehensive of which 
is the review of Chile's economic problems. Many 
readers will find another paper on the German war 
economy of particular interest. 

Most of the essays are couched in plain language 
with a refreshing absence of economic jargon so that 
many accountants with an interest in economic issues 
may find much to interest them especially in the first 
volume. 


Public Sector Pensions 


by Севар Кнорез. (George Allen & Unwin Ltd, 
London. 425 net.) 


This is a research study sponsored by the Royal 
Institute of Public Administration. The study is 
indeed timely in view of the grcwth of group pension 
schemes throughout the economy, although those in 
the public sector are generally of longer standing. 
Accountant readers may be incerested to learn that 
the study was financed by a grant from the P. D. 
Leake Trust. 

The work starts with a history of the development 
of pensions schemes in the public sector, a review of 
the basic features of the schemes and the differences 


-Benn, expressed in his reply: ' 


182 


between them and those in the private sector of the 
economy. Readers of this journal may regret that 
only nine pages are devoted to tax considerations, 
although all the cardinal points are mentioned. There 
is an interesting discussion of the complexities arising 
from the present varied structure of many schemes 
and their divergent and detailed regulations. ‘The 
final two" chapters discuss the basic problems of 
financing public sector schemes and the question 
whether funded or ‘pay-as-you-go’ schemes are the 
more appropriate. 


RECENT PUBLICATIONS 


SLATER’S MERCANTILE Law, fifteenth edition, by Lord 
Chorley, M.A., Q.C., and О. C. Giles, LL.M. хну +484 pp. 
9 X 6. 30s net. Sir Isaac Pitman & Sons Ltd, London. 

Spicer AND PEGLER’s INCOME Tax AND PRorrTS Tax, 
twenty-sixth edition, by Н. A. К. J. Wilson,r. С.А. end 
К. S. Carmichael, r.c.A. xlvii+726 рр. 9x5 365 net. 
HEL, (Publishers) Ltd, 10 Earlham Street, Loncon 
WCa 

Srx-yzak Dicest or Income Tax САВЕВ, classified 1959- 
1964, edited by Philip F. Skottowe, LL.B., in continuation 
of сасне n Income Tax Digest. 152 pp. 10X 71. 
17: 6d (postage 1s 3d). Combined price of main work 
digest £4 7s 6d (postage as od). Butterworth & Co 
(Publishers) Ltd, London. 

Business Finance, by Е. W. Paish, M.C., M.A.(CANTA3.). 
vii-+164 pp. 9 X51. 16s net. Sir Isaac Pitman & Sons 
Ltd, London. 
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Tar Lecat Aspects ОЕ Business, by Н. R. Light, 
B.SC.(LOND.), F.C.L8., M.B.LM. xv+368 pp. 9Х5%. 
20s net, Sir Isaac Pitman & Sons Ltd, London. 

MaNAGEMENT Services: THe Way Анвар, by T. B. Ward, 
Anbar Monograph No. 5. a5 pp. 8X6. Card covers. i 
T net, Anbar Publications Ld, 34 The Mall, London” 

5. 

Dymonp’s DzarH Duris, fourteenth edition in two 

Ми, by Reginald К. Johns, Li.B.(Lowp.) Volume I 
Text, cxliv-+1,315 pp. Volume II: Statutes, etc., vid 

дот. 10X6. £11 11 both volumes, post free. The 
olicitors’ Law Stationery Society Ltd, London. 

OFFICE ADMINISTRATION (M. & ES Handbook Series), by 

J. C. Denyer, A.c.1.8., A.H.A., A.C.C.8. x - 181 pp. 7 "X 5. 

Сата covers. ros net, Macdonald & Evans Ltd, London 

I 


“Тнк AGRICULTURAL LANDOWNER'S HANDBOOK ON THE 


FINANCE Аст, 1963, by К. J. Т. S. Waters, A.LA.C.. 
xii--99 pp. 74Х5. Card covers. 215. The Country 
Landowners’ Association, 7 Swallow Street, London Wt. 

Business DATA PROCESSING AND PROGRAMMING, by Robert 
Н. Gregory and Richard L. Van Horn. х+403 pp. 9 x 6. 
552. Chatto & Windus Ltd, London WCa. 

OPERATIONAL AUDITING HANDBOOK, by Bradford Cadmus. - 
xiit474 pp. 9X6. $8:оо. The Institute of Internali- 
Auditors Inc, 6o Wall Street, New York. - 

Ровілс Secror Pensions, by Gerald Rhodes. 320 pp., 
9 X 54. 42: net. George Allen & Unwin Ltd, London. 


'T'hese books may be obtained from, or through, Gee & Co 
(Publishers) Limited, The City Library, 151 Strand, 
London WC2. 





Correspondence * 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Comment on Giro 


Sm, — I refer to my article in your issue of December 
13th, 1941, under the heading ‘Postal Cheque 
Institutes’ in which I briefly described the postal 
giro service in Central European countries. In the 
introduction I suggested that the repayment of pcst- 
war credits on income tax and excess profits tax to 
several millions of post-war credit-holders should be 
considered as the appropriate time for introducing 
this service in the United Kingdom. 

Reading now, almost twenty-four years thereafzer, 
that Mr Harry Hynd (M.P. for Accrington) m moved 
in Parliament on July 21st ‘that this House would 
welcome the establishment of a postal giro service 
in the United Kingdom . . .’. I was most interested 
in what the Postmaster-General, Mr Wedgwood 
. the Government 
had decided that a post office giro . . would be a 
useful addition to the existing methods of transmitting 


money modernizing the post office remittance 
services which have been more or less unchanged 
since 1881 ... It would .. . have a modern automated 
data ier service from the beginning which | 
uld be one of the benefits that had come from’ 
slay: 
-Yours faithfully, 
A. FISHER, LL.D.(PRAGUE). 
(former representative of the Federation 
of British Industries in Czechoslovakia). 
Swindon, Wilts. 


Compulsory Purchase of Freehold: 
Disturbance Claim 


Sm, - In computing a loss of profits claim due to 
disturbance following removal on compulsory acqui- 
sition of freehold property by a local authority, is 
there any authority for deducting from profits prior 
to the disturbance (on which the fall in profits is 
measured) a notional rent and, if so, what is the usual 
yardstick for that notional rent — gross value, rateable 
value or то per cent of the agreed figure paid for the. . 
freehold compulsorily acquired? Also, is it always 
the practice to deduct a percentage of the capital 
employed (and what percentage), and directors’ 
remuneration and fees, and at what rate? 
| Yours faithfully, 
EIDORB. 


ч, 


August 7th, 1965 


rh 


PROFESSIONAL NOTICES 


Messrs ANNAN, IMwPEY, Morrish &  NORBROM, 
Chartered Accountants, announce that they hav= 
admitted into partnership Mr A. W. DAWSON, F.C.A, 
of Моове & SMALLEY, Preston, Mr W. HARE, М.А. 
F.C.A., of WATERWORTH, Rupp & Hans, Blackburr, 
and Mr А. Н. WALTON, F.c.a., of Lysons, Haworra 
& Sankey, Manchester. The practices of the three 
latter firms continue unchanged. 


Messrs BLACKBURNS, RoBSON, CoATES & Co, Char- 
tered Accountants, announce the retirement on Jul» 
318t, 1965, of Mr Т. Y. WHITTINGDALE, F.C.A., whs 

-has been a partner of the firm for the past fourteem 

се(усагв. Mr WHITTINGDALE will be available in а consult- 

ling capacity to the firm and will continue in practic- 
from his private address. 


Mzssns G. E. Ногт & SoN, Chartered Accountants. 
of Liverpool and London, announce that on August rst, 
1965, they entered into an association with Messrs 
ROWLEY, PEMBERTON & Co, Chartered Accountants, oZ 

- London, and Mr J. N. CLARKE, LL.B., A.C.A., of ROWLEY. 
PEMBERTON & Co, was admitted as a partner in G. E- 
Horr & Son. Both practices will continue under thei- 
present styles and from their present addresses ir. 
London and Liverpool. 


Messrs RowLEY, PEMBERTON & Co, Charterec. 
Accountants, announce that on August ret, 1965, the 
entered into an association with Messrs С. E. Нот = 
Son, Chartered Accountants, of London and Liverpool, 

«апа that Mr J. N. CLARKE, LL.B., A.C.A., was admitted 
as a partner in С. E. Hott & Son. Both practices will 
continue under their present styles and from thei- 
present addresses in Liverpool and London. 


Messrs PANNELL FITZPATRICK GRAHAM & CREWDSOL- 
of Farara’s Building, Р.О. Box 159, St John’s, Antigue. 
announce that they have taken into partnership M- 
CHRISTOPHER JOHN RICKWOOD BLACKSTONE, A.C.A. 
who has previously been with their Trinidad office.. 


Messrs REpbHEkAD, Piccotr & Co, Charterec 
Accountants, of 43-45 Butts Green Road, Hornchurch. 
Essex, announce that they have admitted into partner- 
ship as from July rst, 1965, Mr К. W. Scoot, A.C.A. 
who has been a member of their staff for severa_ 
years. The style of the firm will remain unchanged. 


Appointments 


' The Rt Hon. Viscount De L'Isle, V.C., P.C., G.C.M.G.. 
G.C.V.O., Е.С.А., has accepted an invitation to join th= 
` board of Schweppes Ltd as a non-executive director- 


Mr N. T. Ward, A.C.A., has been appointed secretar— 
of Eyre & Sons Ltd. 


Mr W. L. Milligan, c.a., has been appointed = 
director of Industrial & Commercial Finance Cor- 
poration Ltd in place of Mr A. I. Mackenzie, B.A. 
C.A., who has resigned his directorship following or. 
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the amalgamation of his firm with the corporation’s 
auditors. 


INDUSTRIAL ESTATES MANAGEMENT 
CORPORATION FOR ENGLAND 


Mr James S. Heaton, ¥.c.a., a member of the Council 
of The Institute of Chartered Accountants in England 
and Wales and a partner in the firms of Bottomley & 
Smith and Adgie, Boyce, Gordon, Roberts & Co, 
Chartered Accountants, of Keighley, has been ap- 
pointed a member of the Industrial Estates Manage- 
ment Corporation for England in succession to Sir 
Richard Yeabsley, C.B.E., F.C.A., who has retired, 


HIRE-PURCHASE CONTROLS 


The Board of Trade have made the Hire-Purchase and 
Credit Sale Agreements (Control) (Amendment No. 3) 
Order, 1965,1 which reduces the maximum period for 
the payment of the balance due during hire-purchase 
or credit sale agreements entered into on or after 
July 28th, 1965, to thirty months in respect of most 


.of those goods for which the maximum period was 
Ро thirty-six months. 


goods covered include radio and television 
es 
cars, motor cycles, caravans and carpets. The goods 
for which the maximum period for repayment is not 
reduced are cookers and water heaters (where the 


‘period remains at forty-eight months) and furniture 


and bedding (where the maximum period remains at 
thirty-six months). 

There is no change in the amount of the deposit 
required to be paid before entering into hire-purchase 
and credit-sale agreements. 


IN PARLIAMENT 
Inland Revenue Department: Staff Shortages 


Mr CHARLES Morrison asked the Chancellor of the 
Exchequer to what extent the Inland Revenue Depart- 


‘ment is under staffed; and what arrangements he is 


planning to make to meet the further burden to be 
placed on the staff by the Finance Bill. 

Mr МАСЮевмот: The main shortages аге of 
Inspectors of Taxes and Valuers. Every feasible step to 
improve recruitment will continue to be taken. 


Hansard, July 27th, 1965. Written answers, col. 61. 


Investment Allowances 


Mr R. W. Ешлотт asked the Chancellor of the 
Exchequer what action he has taken to ensure the 
return of the value of investment allowances to their 
level under the former administration, for investment 
in development districts. 

Diamonp: I cannot agree that there will, in any 


1 S.T. 1965, No. 1471. H.M.S.O., price ad. 
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real sense, be a fall in the value of investment allowences 
when corporation tax is introduced. Nor am I satisfied 
that the needs of development districts are best met 
by variations in the rates of these allowances. 


Напзата, July 27th, 1965, Written answers, col. 62. 


New Taxes: Guidance to Income Tax Inspectors 


Sir C. Mort-RapcLyFre asked the Chancellor of the 
Exchequer how long he estimates that it will cake 
income tax Inspectors to become fully conversant with 
the details of the Finance Bill from the time it becomes 
law; and what steps will be taken to facilitate the 
process. 

Mr МасПевмот: I am sure that Inspectors will be 
ready to deal with the new taxes when the work 
reaches their offices next year. They will have guidance 
in the form of lectures and written instructions. 


Hansard, July 27th, 1965. Written answers, col. 62. 


Company Directors: Emoluments 


Mr Автнџок Lewis asked the President of the Board 
of Trade whether, in his proposed legislation to deal 
with the Companies Act, he will make it obligatory for 
all company directors to disclose to their shareholders 
their salaries, fees, bonuses and commissions. 

Mr Jay: The Companies Act requires a compacty to 
disclose to its shareholders the aggregate emoluments 
of its directors, including salaries, fees, bonuses and 
commissions. I am considering in connection wits the 
Companies Bill, now in preparation, the question of 
amending these requirements. 

Hansard, July 29th, 1965. Written answers, col. 153. 


31 per cent War Loan: 1946 and 1965 Prices 


Mr Роџмрев asked the Chancellor of the Exchequer 
what was the value of 3$ per cent War Stock on 
January rst, 1946; and what would be its comparable 
value in present-day terms as at July 1st, 1965, taking 
into account the fall in the value of the £ sterling in the 
intervening nineteen years. 

Mr Ютлмомр: On January 1st, 1946, the price of 
‚3% per cent War Loan was 103%; on July rst, 1965, 
it was 514. Taking account of changes in the pur- 
chasing power of the £ sterling between the year 1946 
and June 1965, the price on July rst, 1965, would be 
equivalent to about 26 in x946. 


Hansard, July 29th, 1965. Written answers, col. 167. 


Tax Avoidance 


Mr WEBSTER asked the Chancellor of the Exchequer 
what procedures have been introduced to enable him 
to deal with the problem of tax avoidance mentioned 
in paragraphs 108 to ІІІ of the Third Report of the 
Committee of Public Accounts, Session 1961-62; 
and what increase to the Inland Revenue has accrued. 

Mr MacDznRMoT: Inspectors of Taxes have >een 
authorized to call for returns under section 20, 
Finance Act, 1956, of payments made to subcon-rac- 
tors, and arrangements have been made within the 
Inland Revenue Department for the prompt following 
up of individual cases. It is too early to judge the 
effectiveness of these arrangements. 


Hansard. July 30th, 1965. Written answers, col. 192. 
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BEDS, BUCKS AND HERTS BRANCH 


The 1965-66 programme of the Beds, Bucks and Herts 
Branch of the London and District Society of Char- 
tered Accountants opens on September 22nd аё г 
Dunstable with an evening meeting on the Finance’ 
Act, 1965. 
Other meetings in the session include the following: 
October 8th: Golf tournament at Ashridge. 
November 2nd: Annual dinner, Dunstable, 7.30 p.m. 
March 7th, 1966: Luncheon meeting, Watford, 
12.30 p.m. 
May 9th, 1966: Annual general meeting followed by 
lecture and discussion, Dunstable, 7.30 p.m. 
The secretary of the branch is Mr R. E. Wright, 
F.c.A., 11 George Street West, Luton. 


CHARTERED ACCOUNTANTS’ 
GOLFING SOCIETY 
At the summer meeting of the Chartered Accountants’ 
Golfing Society held at Moor Park Golf Club, the, 
leading scores were as follows: | 


Stableford Medal Points 
D. A. Culling (4) wins First Prize and Lord 
Mayor’s Cup = 36 
M. Green (10) wins Second Prize Ре s 35 
А. E. Day (8) wins Third Prize .. sce s 33 
J.B. Charles (8) .. 2 is i is 32 
М. M. Freeman (6) A г. m 24 32 
J. P. Allday (4) y M .. - % 31 
Т. E. Breakell (14) .. s i “+ 2 31 
D. H. R. Holland (3) s s e ie 31 
P. H. Blandy (14) ds На 283 Е 30 
R. А. Daniel (14) .. Бани va ©» Us 30 
B. А. Jawett (12) .. T $e АЯ - 30 
J. В. Selier (13)  .. a 2s 2s is 30 
(44 played) 5 
Foursomes Points 
М. Green (10) and B. A. Jawett (12) win Pus 
33 
J. pe Driscoll (20) and D. C. Honey (8) win 
Second Prize 5 32 
R. B. Drummond (6) and M. M. Freeman (6) E 32 
D. Berry (20) and A. W. Bruce (18) А Е зо 
А. W. Coleman (11) and К. A. Daniel a4) na 30 
P. Martin (15) and D. C. Urry (11) Se yh 30 


(46 played) 


ANNOTATED TAX CASES 


Part 8 — the concluding part — of Volume XLIII of the 

Annotated Tax Cases, edited by Mr Peter Rees, of the 

Inner 'lemple, Barrister-at-law, is now published 

and contains reports, with notes on the judgments of 

the following cases: Finsbury Securities Ltd v. Bishop 

(Ch.D.); Woodrow’s Executor v. Whalley (Ch.D.); 

Hale о. Shea (Ch.D.); СІР. v. Park Investments- 
Lid (Ch.D.); Ekeood v. Utitz (Q.B.D. of N.L). 

The index of cases and subject-matter for the volume 
will be published shortly, after which, the volume may 
be bound. 

The annual subscription is 505 post free and the 
publishers are Gee & Co (Publishers) Ltd, 151 Strand, 
London WCz. 
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RESULTS OF EXAMINATIONS HELD IN MAY 1965 
FINAL EXAMINAT-ON (OLD SYLLABUS) 


Order of Маги and Prizes 
First Place in Order of Merit, the Institute Prize, the W. B. Pea- Medal and Prize and the Plender Prize for the paper on English Law 


(=== I) 
Oyediran, Cecil Oyeniyi OExotimi (D. C. Hobson), London 
Second Place in Order of Merit, the Walter Knox Veios ви znd the Plender Prize for the paper on General Financial Knowledge 


Cost and ement Accounti 
Stafford, Peter Moore Ј. C. Burgess), chester 

_ Third Place in Order of Merit and (equal with one other) the Plendas Thirteenth Place in Order of Merit 

Prise for the paper on Advanced A (Бат 1) Goldbart, Peter Michael (P. Fine), London 

Whittaker, Roger Graham (C. R. Wot ndon Watherston, Peter David (E. F. G. Whinney), London 
Fourth Place in Order о Merit, the Frederick Whinney Prize armi Fifteenth Place in Order of Merit 
the Plender Prizes for papers on Advanced Accounting (Part >] . A. 

(equal with one other) and Advanced Accounting (Part IT) Win, Than: (G. Сартай), London 
Bee, John Derek (D. С. Bee), Preston | ixteenth Place in Order of Merit 


Greenwood, T obn David (A. Н. Hamer), Hebden Bridge 
Hue Place in Order Merit and the Charles M. Strachan Price Lyttle, Victor Mi heel Clements (P. W. Adams), Bi у 


Sayed Azfar (H. Finck), London 


, 


Sixth Place in Order of M. mp ови Place in Order of Merit 
Eiref, Zvi (E. E. P. Maltby), dedos Butcher, David Harry Loftus (A. B. L. Murison), London 
. . Seventh Place in Order of Merit Nineteenth Place in Order of Merit 
Rossiter, John Cullimore (R. W. Rossiter), Bristol ` Ball, Kenneth Roland (M. Howson-Green), Southampton 
шм Piac tn Order of Meni Plender Prize for the Taxation 
Bailey, Christopher James, Ces Cecil (J. P ©, Richardson), hondoa Hook, Anthon e for men 
y Frederick (M. G. Cass), London 
Davis, Michael Richard (F. G. А. Flynn), Lon 'l'idman, Duncan (W. А. . Byars), London 
Tenth Place in Order of Merit Б | ; 
iF 8 Condon, Peter Gerald (W. R. Бәл Birmingham The William Quilter Prize ana a dad Prize for the paper on 
Shown Nicholas. Peregrine Jamesa (G.C: B. а та Hancock, Brenda Margaret (H. W. Sydenham), London 
Twelfth Place in Order of Merit Plender Prize for the on English Law (Part I7) 
Marsh, Bryan (D. E. Hunt) Cardiff Ghosh, Supryio (M. Sherman), London 


Full List of Names 3x Successful Candidates 


(The name shown in brackets is the name of the principal to whom: the clerk has been articled. Where the name of the principal is not given 
the candidate is a former bye-law candidate of the ciety continuing his qualifying service not under articles. 


Adone ©, (А (A. Beatton), London Andrews, В. D. (J. A. W. Т. Morgan), № о; LW. 
iw EPA. don Anguah-Boafo, B. C. (T. J. Newrnan), Lon 

Adams, J. owles), London Ash, I. 6. C. . Pinniger), Salisbury 
Adams, b (J. одет) , London Ashwortb, F. . (É. R. Thompson), Manchester 
Adamson, J. R. Peres: Newcastle upon Tyne Aslam, M. (L. E. Cattermole), London 
Addison, J. S. - Addison), Barnar Bernard Castle Atkin, D. G. (R. Hall), Preston 
Adiyiah, E. О. J Wagee); Lo London Atkins, W. C. (F. H. aylor), London 
Advani, S. "P. 5. ПО W. ), London Atkins, W. G. (S. Kitchen), BirmingFam 
Ah-Chuen, J. (N. J. Senet London Atkinson, A. K. res . Lewis), London 
Ahmad, A. J. (E. J. Driscoll), London Atkinson, S. A. (J. B. Fletcher), Hull 
Airey, b. Е. (S. Morris), London Aw, Е Е.С, (С. M. Maurice), London 
Akeredolu, J. O. K. (N. Freeman), London 
Alcock, R. H. (D B у ingen) Shrewab райепое '(D ST д; оно 

со . (D. B. ttin $ агу agai, S. . I. Conway), London 
Alderson, A. J. (A. О. Hirst), Liverpool Bagnall, . K. (. L. Simpson), Bradford 
Aldridge, R. C. (H. K. Campbell), Bristol Bailey, C. J. C. J. P. C hardson), London 
Alexander, R. J. B. (V. S. Gregg), London Baker, L. У. (E. А. Hore), Launcestcn 
Allan, R. C { V. Sinden), London Baker, R. К. G. (R. С. Scott), Londan 

~ Allen, Е. К. (D. A. Clarke), London Balderston, R. L (T. F. Kelly), Newcastle upon Tyne 
Allen, J. С. (F. H. Cropp), London Baldwin, J. F. (E. Ј. Chun Nuneaton 
; P. J. M. (G. А. es), London Baldwin, 'T. J. L. (V. N. Strevens), London 

Allfrey, P.C. 8. (H. K. Campbell), Bristol Ball, D. L. (D. Pearson), Leeds 
Alli, I Graham), London Ball, D. O. (I. M. QA London 
Allison, D. M. (D. H. Tonkinson), Worthing Ball, K. R. Howson-Green), Southampton 
Allmand-Smith, T. P. (J. A. Jackson), London Ballam, J. D. (formerly with R. H. MacIntyre (decd)), London 
Ambrose, D. M. Т. (C. L. I. Adam), "London Barber, A. (C. L. Smith), Bradford 
Amin, M. Fialko), London Barden, P. J. (K. M. Scott), London 
Anand, J. (R. H. Jarritt), Bristol Baretto, C. P. N. (A. Beckman), London 
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Hardy а Butcher, D. Н. L. (A. B. L. Murison), London 
Bae 0, ü 6, В ) pem Butler, À. G. (D „К b E London 
; D. j. Dargue у Butler, I. F. (Е. W. Guest), Вита: 
Below RP. Bak 5 London Butler, J. D. Q В. Tovey), Reading 
Bero T ЊЕ puis) B Butler, Т, А-5, (О. A. Казы), London 
ја Butt, P. R. (Ј. S. Sayer), Birmin 
MI и ELA erii, 
London 
RT Ed Ner eme Ru RA RR осы 
ndon well, G. S. (F. L. Н 
Em E Pat О fune NAA CN 
verley, .W. . 
Barton, P B M богу онай London pbell, D. S $ M. ey. Newbury 
Baskerville, G. E. (E. 'Thompson), Manchester pion, Н. J. A. P. (J. E. Borrett), London 
Bass, J.D, (B, A. Ma ), London e, N. J. (G. Ross), Cardiff 
Battye, J. S. (G. H. Smith), Bradford Carr, Т. B. (С. W. Puckett}, Tora 
Beattie А.В. W. ч. F. Thompson), London : Carroll, А. È C. Smailea), Briato 
Beattie, R. C. I. (Е. V. Sinden), London Carter, А. H Е Littley) А Е 
Beazeley, P. J. S. (R. Н. Bud ), Leicester s Carter, J; (RF Morem) РЕ 
EL Re | И Peg ten Lane 
б. (R. W. Allott), Rotherham Cathcart, A. ^ 
Вар б А WAN Worley), Chichester ^ Cattell, J. D. e - Aspell), Leics icester 
Bellamy, AS (D. R. Branson), Rotherham С, ‚ J. P. (J. Godfrey), 
Bennett, D. 5. (А. I. Wyborn), London Cave, RJ. (. М. Keeping) су 
Benneyworth, ]. E. C. Roffe), Godalming " Gibson, M. P. ; Ewen), London 
Benson, D. C. (T. Holman), Birming Chaffer, С. W. (б. C. à 
Benson, P. MLE Shearer), London, Challis, D. (E: c Winteroa pendant 
Benstead, W. G. H. (J. D. Paull), London Chambers, Adeo), bradford 
Bentley, N. B. (M. C. Ainley), London Cham М S. Townley), PR 
: d Һаті D. (А. D. Масув), London 
Benton E d. G Mi Ms Ts а Cen К.С. (К. A. Thomas), Portamouth 
Bernard, H. G. И А Tones, London Checeman, Р. (К. L. Young), London 
Beverton, J. D. (H. R. C ite), Folkestone Chelk, М. L. G Hawkes), London 
Biles J. C. M. (M. A. Jordan), London Chiessells, А. D. (J. О. R. Darby), London 
Blazeby, C. L. А. (Е. R. Reber), London Chicken, B. W. О. (E. W. Dowdy), London 
Bliss, RJ (G OI E Southampton Childs, J. C. (Е. Т. Heath), London 
Blower. 1,8. (R С. Hardy), Manchester Chippington, J. М- (W, E. Carnell ), London 
tman ; J. Eves), Colchester Chito Edmonson), 
Bolton DE incl Mousey , Liverpool Chivers, P: R. Ia PD Tl. London 
гата s ut. rt Ow Қ " 
Bond А (8 E: раа Loadoi Christofi, t po London 
Booth, A, Б. (E F, G ), London Сит, A ТА ES. EL Walter) Leicester 
Borthwick, В. L. F. (C. A. S. Pain), , London Clerk, С D. (p.i „абш, London 
Botton AEG A Bu ындау), Н Huddersfield Clark, №. J. (P. С. gener London 
Bowerman, D. W. (T. B. Read), North Shields Clark, T. C. (A. Е С, Sat artnell DIS on 
Boyd A. 0. Ван) Leeds Сење, А. с. no N. ( S E wine Eastbourne 
Boe W. G. (A. S. ва) London 3 Clayton, D. ae Sue Manchester 
Boyde, G: с. = ТА, Hill), Douglas, І.о.М. . Clennett, J. (R. H. vigent 
Bradley, Ashbourne Clow, L. К. (P 
Bee 7. a W. (A. B. Lucas), London Coates, C. cly Qs CE Cooper) Ye ‘Yeovil 
Braithwaite, M. J. (К. Fawcett), London Morris), 
Brett, А. C. (Н. Lemmon), King's Lynn os С Ку odis a 
Brett, J. (В. C. G. анов)! » London Coleman, J. GE Kent Keate , Manchester uro 
ет . . . . > 
ey D. iL! tc GHD. Bevan), Weston- super-Mare Collins, D. H. E W. E. Booth), Manchester 
Armitage), Leeds Condon, P. G. (W. R. Doherty), Birming 
[Werne NW Cy Hansford), Manchester Cook, М a У. SRI Layton), Salisbury , 
плови, V QA Wen) Londen а ji H Robert, Port Talbot 
Breeton M: J. Corpe), Bristol Coon, P. (J. W. Shaffery), St Austell 
Brode, A B^ (G Hei), Maneha Cooper, J. F. (L C. Griffiths), Manchester 
Brode, А. 8. (С. Hey), Manchester ji M Enden 
Brooker, C. M. J. (N. F. Crouch), Brighton s. per, 5. s , i), , 
bron E Do Winkel: а ин Cornelius, P. (Sir Wentworth Rowland), London 
ai E € R. Maddox), Bournemouth Cornwell, R. E. (V. F. Berry) London 
Br A KG. Ну Lee Cottle, К. W. (В. Т. Walters), London 
Bore S E C Inkpen) Grimsby Couldrey, P. P. (С. L.- Wiener), London 
B ‚Ж S ASS ойон), London Couzens, L. (N. G. Rees), Oldham 
own IG. Ue AM : St Annes Cowan, J. Н. (С. L. Bloom), London 
Bey M: TS de Cowen, W. M. (C. Croxton-Smith), Bristol 
Bonn P. D. P. H. барпы) London Crawford, B ^ Прави Wells 
Beet GE B Singer) Dairena a Cronin, R. В. (к. Munna), London 
Bus E КӘ narr) Bridgend Bexleyheath Crook, D. F. (L. D. Morse), London 
рова y a W. C. Sprunt), London Croswell, ii C. (E. Tootle), Wigan Б 
Г ОА ( А. Maynard à London Crowley, M. St L. (G. arnell), Brighton 
B Т LO. Cla ndon Crowther, B. S. (G. W. C. Jackson, ), Manchester 
Body, WR. (HI. Ponce) Топаоп ith Cubitt, B. T. (8. R. Heasman), London 
па $ I Van Баага), London Cuckow, a g DO ), London. a 
B D. (N. В. Ashman), Guernsey udd . C. (I. G. Booth), i dun 
as A. W. R. (B. A-- Maynard), London Currimbhoy, N. С. (T. J. L. Milner), Londo: 


Burton, D. G. (А, C. Shay), London LG у Clear) T" 
у , Reading Davenport, А. , Bedf 
et | EA wee. A Со Didcot : Davenport, Т. (L. K. Wilson), Warrington 
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Davies, P. W. Н. (B. J. Herring), London 
„ Davis, M. В. Е. С. A. Flynn), on 
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Dawodu, P. O. (A. E. hebridge), ыма 
Dawson, А, D. (P. S. Hawkin ), London 
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First Place in Order of Merit, the Robert Fletcher Prize and he Deloitte-Plender Prize for the paper on English Law (Part IT) 


Clower, Michael Richard =P. 


Second Place in Order of Merit, the Walter Knox Scholarship and 
paper on English Law (Part I) 
Murcott, Peter William (H. B. Jones), Maidenhead 


Third Place in Order of Merit and the O. C. Railton Prize 


the Deloitte-Plender Prise for the 


Parmenter, Ian Rodney (E. J. Wadley), London 


Fourth Place in Order of Merit and (egual with one other) the 
Deloitte-Plender Prize for the a he on Advanced Accounting 


(Part 
Suggett, Gavin Robert (V. D, 'Tudball), London 


D. Rabjobns), Worcester 
Fifth Place in Order cf Merit 
Ingham, John Serjeant (R. Plummer), London 
Deloitte-Plender Prime for the ‘ 
Evans, Michael ан Contes (D. C Brotherton), Manchester 


on Taxation (Part I) 


Deloitte-Plender Prize for the 
. Allen), London 


Beckh, Robert Lionel 


Fall List of Names о: Successful Candidates 


(These candidates have yet to pass Part II of the examination bef re being eligible to make application for admission to membership of 
AL the Institute. Т name shown in brackets is the nama of the principal to whom the clerk has been articled.) 


Addison, M. (A. V. J. More), Manchester 
Ali, S. H. (L. W. Shaw), London 

Appleyard, H. R. (D. P. Everitt), Grimsby 
‘Atkinson, K. M. (6. E. Morrish), London 
Aylett, B. S. (H. Т. "BScothorne), Nottingham 


Balogun, J iT (M. R. Jackson), London 

Bancroft he A. Penny), London 
Кш КИИ, і ан) баг upon Tyne 

Williams), 


Bont È £ ordin , (B. L. Monahan), Swindon 


ey), Nottingham 
nd London 


Hn ба Nicholls London 
Behe’ M. Miss), (L. |. W. Gould), London 
Leicester 


Bew, A. K. (J. D. G. Bentley), Newbury 
Bird, M. D. (J. Halton), NP 

Bishop, C. (R. E. Sale), Gloucester 
Blunden, P. S. (L. H, Clark), London 
Bolton, Т. P. (A. J. Seal), Hounslow 
Booth, F. A. (E. P. R. Ainsworth), Cheadle 
Bourke, A. J. (R. M. Evans), Bi am 
Bradford, J. P. B. (H. S. Davies), London 
Brahams, В. P. (L. 1, King), London 
Braithwaite, M. E. (G. С Gidley-Kitchin), London 
Brand, D. v. W. Johnson), London 
Breach, s . (8. V. P. Cornwell), Bristol 
Bromley, (G. P. Walmaley), Hinckley 
Brooks, А. Т. (M. 1. Makin), London 
Brown, D. A i L. A. Davis), London 
Brown, D. B. (H. Wadie), London 


Brown, a DE indes) Sot Tonbridge 
rowne, ев), Southampton 

X ff m de D. Swann), Cambridge 
Buckle C. King), London 
Burch $ K K. D. Wickenden), 
Burton, b. (K. D. Wickenden), Coventry 


Capper, R. G. (H. A. Morley), Nottingham 

Catt, G. gu murthwaite), е 

Cavendi e Hon. N. C Moore), London 
Chadwick, T. Н. g.'G. Senter} Mancaester 
Chailen, є Н Н. (S. V. Lancaster Hg 
Chamberlain, W.A. (J. W. Berriman), Middlesbrough 
Clarke, B. J. (F. H. P Буга London 


A H.. H. Dun. johns) ester 
Сое А (R. Keene), London 
Cohen, H. J. (C. Fenton), London 
Colbourne cd g Clapton), Salisbury 
Collet, R. T Watt), London 


L. 
Collins, W. (F. L. S. Fickard), London 


. Barton), London 
, 5. R- D. Ts igo London 
Birming! 
bow), Newcastle upon Tyne 


C. coe Newcastle upon Tyne 
rowther, J. A. (J. Mathes, Chesterfield 
Cummins, L. P. (A. ae Beveridge), Newcastle 
Cummins, P. R. (L. A. Picot), Jersey 
Cutcliffe, N. С. (E. А. Fern), entry 
Cutts, A. S. (D. H. Ortmans), London 
Davies, S А. Chugg), Cardiff 


Горин, М, E. L. Dunlo , London 
Dorans, B. R. es ery Lon 
Dorey, W. F. ( 


G. . R. Adcock), Birmingham 
B. (G. W. · Taylor}, Manchester 
M. (E. tby), London 


Е, 
Ј. R. M. (Р. Е. Granger), Nottingham 
Е. W. (B. D. Beeston), London 


Evans, M. 1 . G. (D. C. Bro n), Manchester 
Exeter, G. C. (B. "Kimble), London 


A. E. (R. peman), 

den, J. on R. “els, Lo London 

Filer, D. R. (T. Hoffman), London 
Finney, J. J. (T. A. Robinson), St Helens 
Firth, G. M. (W. Jones), Stroud 


Е М. А. or сы D. Johnson), Sunderland 
Field, A E 
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Hulbert, E. G. C. (B. A Barber), London 
Humphries, M. J. A. Wi thy), Bristol 
Husband, Т. (У. у, Sheffield 


Ingall, S. Н. (T. R. Wells), London 
Ingham, J. S. (R. Plummer), London 


ко, А. (D. 


humra, M. M. А. (R. I. 
јорзю, Р. W. 
ohinaon, P (6. 


faa n iE 
ones, D . E. 
ordan, B.C no. d 


Keane, 


7. С. 
Keen, С. J. g A. Blake), London 
А E WwW. (W Jaines), London 


А у 


E. Dancer), Ruis 


(G. 2a Prosser) London 
5, Weston-super-Mare 


'T. Corbett), 


Kinon | oR £o T. Jones), Bi 
iod Harrison), ane 


Knapton, Б. "A. (А. 


Knight, J. R. 


Lager, M, C. M. 


Laison, H. (L. 


London 


раар Richmond, Surrey 
R. Crouch), London 
. Cucksey), London 

M. Fraser), Newbury 


London 
London 


Pinkney), London 
. А. Jones), e7) Londo 


C (E. 5. очай), London ` 


Laitner, S. A. (N. Libson), London 


Landray, C. M. M. 


1, P. C. Richardson), London 
R. Shaw), London 


(L. B. Wright), London 


(Miss), 
Langdon, R. J. (J. C. Hounsfield), London 


PEE Ae E eus 
ога, 12, 
т MM 


Les, P. 


Fletcher, M. G. (F. M. Kellett), Newcastle upon Tyne Lever, S. A. du: 


Flint, wW M. (C. B. Brecknock), No 
Fox, Р.] А D. Paterson), Leeds 
N. Prentice), London 


Goodall, C. R. pacc Miche 
J London 
M. (J. W. С. Mitchell), Bradford 


.B 
G n, H. (H. E. M. es), London 
Софа, N. Z. (Е. G. Foley), L London 
Gulliford, M. N. (Е. Le , Dorking 
Gunaratnam, M. (E. T. Greeny, London 
Hailey, T. R. (D. W. Flitney), Chesham 
Hall, R. G. (V. F. Berry), London 
Hameed, T. (F. A. Harris), London 
Hamilton, J. E. (B. D. Beeston), London 


; Р 
Hawgins, M. NAA , (С. e London 
London 
Heymann, В. (b. C C. а У ваза 
Hindmarch, G S. Groves), West Hartlepool 
$ hittaker), Sunderland 
Hockey, ka J. (F. L. Cooke), London 


ойков, . С. G. Tibbles), London 
Holder, D. D Newman), Swindon 
ANT GS ot T Smith), Luton 
Hollis, M iO. А. Draper) London 
ное М C. J. (R. С. О. Rew), Horsham 


Нотап, А. М. (В. Н. Larkins), Birmingham 


Lightowlers, A. 

Linee D. Miss), (P. 
"veri » Ve » 

we London 

. E. M. ie), London 


. (R. Boothman), Burnley 
Schiff), London 


Limpenny, R. E. da Danbury, 


Lynton, J. M. (S. 


а 

B 

Ux 
Per 
Bp 


а 
Ё 
ШЫ 
a 


dE 
eee 


Mounger, V. 


пее: 


Birmingham 


‚Сб. Bok. Coventry 
. Frankland) London 
Lester, R. (ч. С. Bascombe) Bristol 
(G. P. Townend), London 


Lea, E. W. (G. C. an), B 
Tench; R. (P. C. Westwood) 
Lee, C. (Miss), 


. Rhodes), Bradford 


harp), 


се) 


(G: 


. J. Smith), Luton 


Sergeant), Aldershot 


. Rice), London 
. Maltby), London 


Leicester 
Burnley 


.5 
J. i Fowler), Eastbourne 


egles), London 


, Newcastle upon Tyne 


, New Malden 


NU obs 


foo. 
>аш” 
э 
Hn 
5 
H 
+ 


E ај Leda neal 
Manchester 


МЕЈ Maxwell), 


Munson, R .(G. Н. М.В, МІ London 
Maidenhead 

ichmond, Surrey 
ko. D. Smi у, Sheffield 


Murcott, P. 
Миша и 
Myers, M 


. (H. B. Jones), 
(R. I. Pooles), 


Narain, P. (D. C. McAuley), London 


ht), London 


~ 


~ 


*— 
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Oke, E. F. (J. D. Н, E. Сорос London 
Osbaldeston, C. (J Carlisle 
Osman, D CM NAE unbridge Wells 
Page, T. N. (W. R. PR , London 
T Pain. A. G. J: F » 
Parker, C. D. ud R. “London 
Parkes, D. H. (D. F. Dodd), , Birmingham 
Parkin, J. H. (P. W. Skinner), Nottinghani 
Parmenter, I (E. i Wadley), London 
Payne, C. E. H. GE ES . D. Mira So: j ondon 
Pearson, A. E. ( Huddersfield 
Peasnell, K. V. (C. G. | Ре ondon 
pea m (Е.Р. СҺапБего), London 
etat, M. prange), Sutton 
Pitman, G. y. L. Mawhood), London 
Pino J E (Б.Т, Wale ) тайба 
t, J. E. (S. Ј. es), 
Pool, £T У y. ), London 
Poulter, C. E. (J. Rampton), Reading 
Poulton, M. . Young), London 
Pounds, C. G. (H. J. Bates), Derb 
Priestley, А. J. (J. K. Clare), Bradford 
rior, M. J. (J. H. Wilkinson), Manchester 
перана R. J. (К. С. Sim), Newport, Mon. 
Pugealey, Clark), Gravesend 


ki 


Purne фи . (E. G. Wi cox), Birmingham 


Quaile, P. ЇЧ. (Т. J. Harrison), Liverpool 


Rajani, R. H. Р C. Shelley), London 
Ramsbotto: . D. пен Harrogate 
Reuben, N. „Bloo ; London 
Reville, "M. P.( be), Bristol 


Rhead, K. e Pu Davies) B 


гм АА 


Rochman, Р. Н. S C. Rudolf), London 
Rogers, D. (К. А. Stevens), Wolverhampton 
Rosenblatt, R. R. + Lewis), London 
Rowe, C. D. (C. E. Garratt), Birmingham 
Rudd, J. G. R. (A. `N. Forsyth), Derby 
Saer, D. R. E. (J. C. M. Williams), Swansea 

ales, C. H. (L. L. Moore), London 

in, G. R. (I. Cedar), London 

Saunders, H. M. (J. A. Hutchinge), London 
Schofield, M. R. (A. E. Armitage), Manchester 
Schroter, M. R. (A. J. Shields), London 
Seddon, J. (G. B. Hodson), Liverpool 
Segal, D. J. e Ward), London 
Segal, P. D. (K. A. TE London 
Selkirk, A. Б.Т, . (D. Е. Biddle), London 
SeHors, G. L McC nep anchester 
Sharman, C. M. (P. R. Taylor), London 
Shaw, R. C. (A. H. Chapman), London 
Sheard, R. A. (F. J. Sheard), Huddersfield 
Sheikh, К. M. (J. M. Dinwoodie), Newbury 
Sheldon, P. G. E. (R. C. Shelley), London 
Shelmerdine, M. E. A. (J. Perfect), London 
Sherwood, C. M. d D. Hayllar), London 
Shoesmith, J. Е. W. Edwards), London 
Shore, R. Ј. (R. * vale ), London 
Short, M. E. as rice), London 
Shum, С. К. D. S 
Shupick, A. C. (M. S. Tooke London 
Siddiqui, A. A. (M. eid ondon 
Simmons, P. L. (B. Rader), London 
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. Č. (J. A. B. Stallard) Volverhampton 
Smart, J. T. (K. G. Warriner ds 
Smith, B. D. ДУ С. Richardson), London 
Smith, F. A. Chase), London 
Smith, Malt V. Baines), Stockton-on-Tees 
Solly, M. W. (J. C. Cain), Douglas, Lo.M 
Somech, P. D. (G. E. Barrett), Manchester 
Soper, B. W. (t 5 , Newton Abbot 
Sorsky, H. J. (F. L. Webb), London 
Sparkes, R. E. (P. W. Foston), Derby 
Spriggs, C. A. (H. P. Patterson), London 


Stansfield, С. (J. 5. С. Barker), Bacup 


Starkie, T. О. M. (R. А. Palmer) Northampton 
Stean, В. N. (G 3, Williams з), Lo 
Steel, J. I. (D. R. B. Smith), London 


Stewart, M. A. (W. N. Hutchinson), Newcastle upon Tyne 
an T. Smith), London : 

Stocks, Н. M. (S. C. Рапен), Margate 

Stronach, A. M. (H. J. H. Sisson), Newcastle upon Tyne 


Strover, A. М (R. G. Leach), London 
Suggett, G. К. (V. А. Tudball), London 
Sutton, Ј. N. (B. L. Мопаћап), Swindon 
Sze, R. Morris), London 


Taylor, А EEGT C. Sharp), Leicester 
Taylor, C unby), Leicester 
Taylor, H. E. је ~ rien), Hastings 
Taylor, R. C. “Sutcliffe , Peterborough 
Templer, М. (E. TA d Be то London 
Thirsk, P. W. в , Beverley 


ж ), Cardiff 
Thomas, D. Н. (ом. иду Bri d 
London 


| Thompson; L CEDE hields 


rinbam, J. D. (T. А, ine) ЫБ e 


Turk, N. E T ndon 

ALS Ват), Newcsstle upon Тупе 
'T wen! a (В А, Penny), London 

Tyrie, yan T. (Е. Woodhams), London 


Velaut-apillai, M. (J. P. Burke-Scott), London 


Wade, M. J. (C. M. Whitham), Halifax 
Wain, P. um . N. Bocock), Derby 


D. P. Harris), СРН Ч 
Е А. Coupland), London 
( 


Whiting, M. eg (К.Н. Gibbona), Bristol 
Wilde, A. (B. Rowe), Pontypri 


Wilding. 

Williams, T L. i F. K. Morgan), Саган 
Williams, Ј. H. W. Stewart). 

Williams, W. J. H. D. A. Owen), Leamington Spa 
Willis, S. J. (E. C. ie ), South Shiel 

Wilson, А. R. (M. Holt), don 
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Wilson, P. G. K. (J. N. Prentice), London оста, Р. к J. L. E. Daly), Tondon 
Wingrove E. W. (R. H. Buckl le), Birmingham inm К. . C. Parry), 
Wiha, $. H. (E.D . Cox), Birmingham уот of Garwood), beens 
ood, M. J. (Miss), (R. P. Wilkinson), Manchester Wynne, C. .N. (А. Beaton), London 
р EUM 
371 Candidates passed 383 Candidates failed ^ 
INTERMEDIATE EXAMINATION (OLD SYLLABUS) 
Order of Merit anc Prizes Awarded 
Plender Prize for the paser on Taxation and Cost Accounting 
Thomas, Keith (D. T. Jones) Abertillery 
No candidate placed in ответ of nerit and no other prize awarded, 
Full List of Names of Successful Candidates 
(The name shown in brackets is the name of the 5rincipal to whom the clerk has been articled.) 
Azmi, F. (H. M. Kesel), Harrow Macauley, A. E. (B. A. S. Soole), London 
Mathias, D. P P. (L. Davis), London 
Barry, B. (R. ne as ct), Halifax Miles, D. G. (E. W. Brand), Haverfordwest 1 
Bestwick, E. A. ALE. rrison Liverpool Mitchell-Fox, R. V. T. (R. Р, Bartlett), Paignton е 
Bleasdale, M. co. Reay, Sead el ~ 
Booth, D. L.( Pope), Canterbury Newton, D. А. (R. C. Remington), London 
Brooks, C. V. [OE а Hemat 
Buxo, b. A. (F.R . Paine), London Parker, S. LEJ . Gaston), London 
Pedido К K. A | us крот 
Cartli . W. (E. R. QR Pendrigh, cBride), esbrough 
Clarkes "о ЕА Соке ie hart Peatell, J. C. (Н. R. M. Newton), London. 
Connell, J. F: P . (R. S. НЕ. London Radley, R. H., Watf 
Davies, E. WU . Adcock), Birmingham Rebbeck, M. W. E. Cr Holmes), Basingstoke 
Den. Mise P оон Sandercock, I. L. (G. E. Morrish), London 
рну, А. С. 7; DT. Jones), Burnley Scobie, J. I. (P. Mendelssohn), London 
Dickinson, S с. (Т. R. D ОМОШ), B rigg Sen, P P. (H R.G GP DE RA Bor) London 
Dickson, J. D . F. (G. E. Morrish), London Shohet, Р.5 R. Thompson), ‘Manchester 
Giles, D. L. (G. E. Morrish), London Stewart, K. ©. (H. Ò. H Coulon), London 
: Thomas, К. (D. T. J Jones), Abertille 
Harden, J. W. (D. M. Arnold), Brighton Thomas R LI Таш), London И 
Topp, J. G. P. (J. R. №. Т-ауів), Manchester \ 
Kendall, N. В. (Н. Burrows), Blackburn Tozer, В. б. (Е. M M. McDanell), London n 
Knopf, 1. S. (J. Moss), Manchester Turner, G. J. (J. M. Hubbard), Leicester 
Lanning, L. S. (O. M. Darton), London Webb, M. R. (L. Booth), Witney 
Lesnick, R. (5. Lever), London Wilshire, A. J.-J. (M. E. Kitton), London 
46 Candidates passed 87 Candidates failed 


Summary 2f Results 





Final Final (Part Intermediate 

(old syllabus) (new syllabus (old syllabus) 
Candidates Successful a + т с M a 944 371 46 
Candidates Failed 1... 1,060 383 87 
Candidates Sat ix ix ie s es m xa 2,004 754 133 
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AND ACCOUNTANTS 


RESULTS OF EXAMINATIONS HELD IN MAY 1965 


Places and prizes will be awarded oz the combined results of the May 1965 


and November 1965 examinations 


FINAL EXAMINATION 
PART A 


The following successful candidates have completed the Final examination: 


Bates, C. J., Nuneaton B. 
Cook, Е. М.; Widnes B. 


Dalley, 5 , Nairobi 
Dowell, H. "EG. Боља С.С. 


1, H., Yorkehire (West Riding). C.C. 


Hamer, D., Caerphilly U.D.C. 
Jones, T. P., Southampton С.В. 
King, Т. H., Bourr=mouth C.B. 


Laidler, T., Lincol:. С.В. 
Lunt, F. G., MiddEsbrough С.В. 


Mihell, I. C. D., Portsmouth C.B. 
Murray, А., Somerset C.C. 


Pardoe, А. R., Coventry C.B. 
Stirland, M., Bedford Group H.M.C. 
Truelove, D., Middleton B. 


The following successful candidates have completed one part of the Final examination only: 


Allen, B. Т., Crawley U.D.C. 
Allen, S. L., WS ee C.C. 
Atkinson, P. B., Derbyshire C.C. 


Bagg, A. Bs porast СС: 
Bancroft R., Lancashire C.C. 
Barber, ар Ra Brent 
Barnard, C. F. ‚ Staffordshire C.C. 
Barraclough, S., Dewsbury C.B. 
Beadel, C. A. J., Aldershot B. 

n Bebbington, M. H., Bradford C.B. 


П, A., Ministry of Housing and Local Hill, К 


Government 
Bell, K. H., Salop C.C. 
Bignell D. E., Pembrokeshire C.C. 
Brice, D N., Gloucester C.C. 
,Brookman, G., Knottingley U.D.C. 


Сайа», P.F., Hawarden R.D.C. 
Calvert, M. E ‚ Derbyshire С.С. 
Carlisle, W. R., Bognor Regis U.D.C. 
Carter, P. M. Y. Salop C.C. 
Catterall, J. Вы Lancashire С.С. 
Chynoweth Derbyshire C.C. 
Cinderby, ow À., прас С.С. 
Бае Ws Oxfordshire C.C. 

Cody, 3. . Ministry of Housing and Local 
Government 
Cook, J. A., Greater London Council 
Cookson, W. H., Easington R.D.C. 
Cotton, H. I., Accrington B. 


Davies, E., Merthyr Tydfil C.B. 
Davies, T. M., Porthcawl U.D.C. 
Dawe, D. G., p Somerset C.C. 
Dawodu, А. F., Middlesbrough С.В. 
Dickinson, ОМ. N., Lincoln С.В. 


Dunkerley, D., Norfolk C.C. 


Edge, D. M., Shrewsbury B. 
Elsemore, Т. ^. Staffordshire C.C. 
Emery, А. F., Portsmouth C.B. 
Evans, D., Colne Valley U.D.C. 


Ferguson, R . J., Liverpool C.B. 

“Floyd, R. D. G.; арра white С.С. 
Folker, К, Harrow B. 
Foulkes G., Hawarden R.D.C. 
Found, R. А еу rt (Món.) С.В. 
Fox, J. W., yt Be 


‘Giles, E. H., Dunatable B. 
Gillespie, А., Greenock 
Grant, С. J., Bedford B. 
iGreen, P. M., Southport С.В. 


Gregory, R. Н., Somerset C.C. 
Groves, R. G., Buraham-on-Sea U.D.C. 


Halford, D., Newcestle upon Tyne C.B. 

Hall, H., Durham C.B. 

Hanlon, H., Bromley B. 

Hert, а, 3 Са Вос арн С.В. 
arty, ove: 

Haworth, F., erede С.С. 

Hayes, H., Morley 3; 

Hey, K Ld edle UD.C. 


Hughes, = A., n Melens 
Hull, D., 


, Eidgend U. D.C. 
mide RC 1; Sirmingham С.В. 
Hyde, e А. D., Havant and Waterloo 


James, P. J., We-mouth and Melcome 
Regis B. 
Jennings, Т. M., Mansfield B. 
ones, C. E., Monmouthshire C.C. 
ones, D. J., Ebbw Vale U.D.C. 
R., Buckiaghamshire C.C. 


Jones, D. 
., Soutaend-on-Sea С.В. 


Jowett, D. 
King, D. W. E., Newham B. 


Laurence, P. M., C-oydon B. 
Legg, A. D., Hamp- hire С.С. 
Lester, D. Е. R., Oxford С.В. 
Lewis, K., Fleet U.D.C. 
Lodge, P., Mancheger С.В. 
Love, р. M., Warw.ck B. 
Low, G. M., Fife 

Lunt, F., Winsford IJ.D.C. 


Maidment, R. J., Barkshire C.C. 

Mann, А., Ne sort Pagnell R.D.C. 

Marriott, T. V., Poramouth C.B. 

Marsh, M. S., 'Urm-ton U.D.C. 

Marshall, P., Wigar- C.B. 

Marshall, R. W., Ministry of Housing and 
Local Governmerz 

Martin, D. M., Coventry C. B. 

Mason, R., Blackbu n C.B. 

Mee, B. R., Kent C C. 

Mooney, P. J., Stou-bridge В. 

Munden, D. J., Hampshire C.C. 


Newlands, D., Stirling 
Nixon, R. M., Bootle C.B: 


Oatridge, J. W., Coventry C.B. 


nslow, G. D., Nelson B. 
O'Riordan, C. L., Darlington С.В 
Ormerod, b., Mossley В. 
Osborne, N , Barnet B. 
way, , Surrey С.С. 
Otterwill, R R. M., Ministry of Housing and 


Local Government 


Payne, e Eh; Lm re С.С. | 
Реатсе, А. f ish of Housing and 
Local СЕ 

Pegg, B. W., Leicestershire C.C, 


Philpott, R. , Lichfield B. 

Phipps, D D. + Sutton Coldfield B. 
Potter, C „ York C.B. 

Powell, M WI edP C.C. 


perde A. A., Derbyshire C.C. 
B. W., Basildon U.D.C. 

Riddle, A А, ' Ministry of Housing and 

Local Government 

Roach, M. J., Birmingham C.B. 

Roberts, Ј. А,, Lincoin C.B. 

Robson, А. J., Durham C.B. 

Rosewell P.] hg Newport (Mon.) C.B. 
hfirth, J. M., Leeds C.B. 


ps West Bromwich C.B. 
y putoa C.B. 


ou 
riim & Northumber- 
Superannuation Joint 
Steed, OE ., Barnet B. 
Stewart, J. C., Stirling 


Tarplee, K. W., Coventry C.B. 
Tatlow, D. А. J., Stalybridge B. 
Teed, T. ee Budleigh Salterton U.D.C. 
Thomas, arry B. 

Topley, M. H eR C.B. 


Unsworth, C., Doncaster C.B. 


Wagg, R. E. V., Ministry of Housing and 
Local Government 

Wagstafie, K., Nuneaton B. 

Ward, B., Blackburn C.B. 

Watta, J. T. Ministry of Housing and 
Local Government 

Weightman, J., Yorkshire (West Riding) 
C.C. | 
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While, R. S., Ministry of Housing and White, J. W., d A C.B. Wilson, C., Preston С.В. 
Local Government Whitehead, M Oldham C.B. Wilson, K., Aston-under-Lyne B. 
White, J. E. S., St Thomas R.D.C. Williams, J. E "ове of Housing and Woodman, B Greater London Council 
White, J., Manchester, C.B. Local Government Wright, P. W., Greater London Council, 
a 33 
PART B 7 
The following successful candidates have completed the Final examination: 
Aldridge, G., Harlow Ed D.C. Hague, P. G., Ministry of Housing and Parsons, J. E., Worcester C.B. 
Allsop, M. Derbyshire C „С; Local Goverament Parry, D., Winsford U.D.C. 
Anderton, D. A., Birmingham C.B. Harper, W. R., Eastbourne С.В. Pearson, 6. P. N. West Bromwich C.B. 
Andrews, J., Glasgow Harris, T. M. "Кепе, C.C. Pointer, R. С. Norwich С.В. 
Ansell, F. W., Winchester B. Harvey, D. 8., Luton СВ. Postlethwaite, R. D., Ministry of Housing 
Hawkin v. E, Worthing B. and Local Government 
Beaümont, D. L., Essex C.C. Hayter, МА С.В. 3 Prescott, J. A., Ministry of Housing and 
Beesty, H. A. Bales С.С. an, K., Chester C.B. Local Government 
Brain, A. R, enybont, R.D.C. AERA ЈЕ. Droylsden U.D.C. 
Brewster, Е. C, тех С.С. T А Ramshaw, C., Eastleigh B. 
Sd» Ealing B. Ibbott, J. B., Ministry of Housing and Randall, RSS , Southampton C.B. 
B E Ayles B. Local Goverament Ritchie, ourock 
ED о Suff Tk Wen се es, C. B., Colchester B io R., Fy Sandan B o 
rown, P. о eat ө, 9336р e оет adnors. 
Budd, j- Patton Coldfield B. Jiena R. C., Hertfordshire C.C. йош. S. A., Christchurch B. 
urt, L. J. erahot B. И 
ae ES Kendal, A V malu рс. Bre Co Rowley Regi Bs saucy 
es, ош, А со: е 
Carter, G. H., ован С.С. Kennedy, 5 угз PP. св С.С. UN 
Cartwright, R. J., Cannock, R.D.C. El „С R D.C Shermer, С. E., West Bromwich С.В. m 
Cha R., Birmin ham C.B. ee, OSS entes Sims, R. W. L., Greater London Council 
Clif К. $., Staffo C.C. . : + Singer, J. M., Coventry С.В 
С Е Laister, N. R., Grimsby С.В. : 
ooper, J. а Bournemouth С.В, Lee, D. G., Greater London Council Skinner, D. W., Worthing B. 
Coveney, B. P., Salisbury B. Lister, G., Derby С.В. Smith, B. W., Yorkshire (North Riding) 
Coverley, B. B. W., Ministry of Housing and Little, R. H, Hastings C.B. 
ао Government — Longden, G. E, Southborough U.D.C. smyth, D. V., Belfast 
rawford, D., South Shields С.В. Lub "К.Х. Basildon U.D.C. CRT a В uM Middlesbrough C.B. 
> utcliffe, 
Duke, A. R., Rotherham С.В. McCulloch, Р. Glasgow ` Sylvester, R. L, Winds В. С.С. 
Minis H 
Earl, H., Yorkshire (West Riding) С.С. MeNulty B., Ministry of Housing and и. т Дъбене C.C, 
"i Mabey, P. W., Coventry C.B. Thombs, A. Bullingdon R.D.C. 
Farmer, D. J. P., Ministry of Housing and Middleton, М. B., Tutbury R.D.C. Thresher, M. р Taunton B. 
Local Government Minty, J. C., Weston-Super-Mare B. Tilly, I. R., Leicestershire C.C. 
Flenley, L. B., Buckinghamshire С.С. Morgan, R. BE , Staffordshire C.C. Toft, E. G., Hambledon R.D.C. 
Foreman, L. S., Bedfordshire С.С. Morgan, V. V E o C.C. Tuniey, € C. A., Solihull C.B. 
Frost, G., Nottinghamshire C.C. Mules, A. L., Stevenage U.D.C. Turnbull, M. J., Hastings C.B. 
Munton, M., Ministry of Housirg and Turner, T. J. Coventry C.B. 
Gardner, G., Newhara B. Local Goverament : 
Garland, G. АЕ. , Reigate B. Waddington, M., Paignton U.D.C. 1 
EE J. L, University of Ibadan Nightingale, D. P., Boltor. С.В. Ward, R. H., Derbyshire C.C. „^ 
Geschke, D , Leicestershire C.C. Nott, М. C., Sherborne R.D.C. $ Ward, R. L., Wallasey C.B. у 
Groom, R. J., Maidenhead B. Warrington, P., Macclesfield B. 
Gulliver, C. 8., Cambridgeshire and Isle of Pardoe, E., Ministry of Housing - and Weston, D. R., Coveney C.B. 
Ely C.C. Local Government Whitehead, M. D., Warwickahire C.C. 
Parkes, J. A. Derbyshire С.С Widdeson, P. C., Derbyshire C.C. 
Hadfield, Т. P., Derbyshire С.С. Parsons, G. Н. Glamorgan С.С. Worsey, G., West Bridgford U.D.C. 
The following successful candidates kave passed Part B of the Final examination only: 
Butler, W., Manchester C.B. Farmer, S. W., Greater London Council Mbugua, S. K., Nairobi 
Clark, R., Manchester C.B. Gould, D. R., Zent C.C. Proctor, J. B, W., Essex C.C. 
Costello, P. J., Camden B. 
` McArdell, С. £., Commission for tke New Wingñeld, A., Eston U.D.C. 
Dyer, C. E., Glamorgan C.C. 'Towns (Hemel Hempstead Executive) 
Summary of Results | 
Intermediate Final — Part A Final – Part B Total 
No. per cent No. per cent No. percent No. per сет 
, Passed — .. ss з 292 3 163 31 122 39 577 34 
Failed .. 28 oe 590 b 363 69 192 1,145 6 
Total ae ux v 882 526 314 1,722 
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Guiding Lights 


for New Taxes 


VOL. CLIII. NO. 4730 


HE immediate reaction to the publication by The Institute 

of Chartered Accountants in England and Wales of twin 

booklets on the subjects of the corporation and capital 

gains taxes! will be one of applause at the courageous decision to 

produce these at a time when the Finance Act itself is still in the 
press. 

The issue of an appreciation of the new legislation before 


` practical experience of its effects has become available is a further 


indication of the Institute's developing awareness of members' 
needs, for in order to achieve this timing the preparation must 
have commenced in the period when assimilation of the contents 
of the original Bill was frustrated by а flood of amendments. In 
the past the Council has not been slow to make known its views on 
changes in law and practice but the memoranda in which they were 
set out tended to have a limited appeal. That a much more exten- 
sive audience has now been aimed at appears from the expressed 
intention to provide prompt and practical help for all members. 
Perhaps this represents an answer to comments voiced by smaller 
practitioners and isolated members in commerce or otherwise 
whose circumstances gave them little occasion to benefit from the 
specialist pronouncements which have been the main fruit of the 
wealth of expertise at the command of the Institute. This new 
venture may thus be regarded as a consequence of the increasingly 
imaginative approach to the needs of the rank and file which can 
be said to have been heralded by the Practitioner Inquiry, and as 
such the response from members is likely to be of great significance 
in determining future policy. Тће wider public, too, are likely to 
take note of this initiative, not only by reason of the authoritative 


backing provided by Institute sponsorship but also through the _ 


immediate need served by timely publication. 

We therefore commend this action which could do much more 
for the image of the profession than the self-praise of publicity, 
and in particular may aid the passing of any lingering impression 
that accountancy’s two speeds are ‘dead slow’ and ‘stop’. It will be 
recalled that the Board of Inland Revenue issued lengthy explana- 
tory notes on the subject of the short-term gains rules introduced 
in 1962 and the new scheme of property taxation which followed 
in 1965. Although issued free, those notes were not available until 


1 The Corporation "Tax and The Taxation of’ Capital Gains. The Institute of 


Chartered Accountants in England and Wales, City House, 56-66 Goswell 
Road, London ECr. Price ros each (post free). 
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several months after the printing of the relevant 
Finance Áct so that the truth of the saying that 
time is money is reflected in the price of ros at 
which each of the Institute booklets is obtainable. 
Clearly these represent the first of the many in 
this field of literature so that it is appropriate to 
inquire what objective has been achieved by the 
-method of presentation chosen. 

The booklet on Corporation Tax runs to 
96 pages with 219 paragraphs and six examples, 
while that on Capital Gains Tax runs to 120 
pages divided into 285 paragraphs embodying 
thirty-one examples and followed by three 
appendices. The style may be compared with that 
of the Revenue notes mentioned above in that 
it is couched in an easy, down-to-earth language 
reminiscent of the direct terms of a newsletter, 
completely eschewing the ‘jabberwocky’ which 
to the lay reader seems an inescapable feature of 
Parliamentary draftsmanship with its penchant for 
legislation by reference. However, the scope of 
the Revenue notes has been restricted by an 
understandable reluctance to hazard critical 
opinions or to pin-point doubtful interpretaticns, 
inhibitions from which the Institute authors do 
not suffer. For these reasons the publications are 
likely to have a unique value as an introd.ic- 
tion to the new legislation. Nevertheless, it appears 
to us that insufficient attention has been given 
to the functional purpose to be attained, a 
point suggested by the strong similarity be- 
tween the booklets which should serve dissimilar 
ends. 

The immediate significance of the corporation 
tax seems to lie in the fact that certain decisions, 
such as the scale of distributions, will be reflected 
in future liabilities and hence no criticism need be 
made of the dearth of examples, more particularly 
as detailed textbooks now in preparation will 
soon be available. But the capital gains tax 
has immediate impact and is already taking its 
toll where property is realized, so that the nar- 
rative style of the booklet on this subject could 
with advantage have yielded to a much larger 
selection of examples. The maxim that an ounce 
of practice is worth a ton of theory applies in this 
field where it is necessary for elaborate calcula- 
tions to- be made of the varying effects of alter- 
native courses of action. so that an even la-ger 
supply of precedents would have enhanced the 
value of the Institute's contribution. 
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The strongest criticisms are likely to refer to 
tae diffuse presentation of the subject-matter 
and the lack of emphasis on the salient points. _ 
The text is peppered with references to the?” 
Finance Act, 1965, and it is clear that a final 
appreciation on any facet of the taxes cannot be 
arrived at without reference to the text of the 
Act. In these circumstances it seems that many 
cf the procedural and minor matters could have 
Eeen omitted or compactly printed in smaller 
type, particularly in view of the statement that 
the booklets do not purport to provide an ex- 
Laustive treatment. The assumption is made 
that the reader is familiar with the general back- 
ground of taxation and we would have expected 
that the declared intention of dealing shortly and, 
directly with the new corporation tax legislation" 
would have been best fulfilled by touching on the 
main features of the existing order of things and 
pointing out the principal distinctions. Thus a 
reference to the table of contents makes no 
mention of ‘surtax directions’, a subject which 
causes many a flutter in the business man’s 
breast, and it is only after reading half-way 
through the paragraphs on ‘shortfall’ that the 
link with the former rules is established. It is 
2robably true that very detailed examples ог 
commentaries, such as the series of articles 
appearing in The Accountant, would have been, 
out of place but if a greater degree of conciseness 
could have been attained, this would have in- 
zreased the booklets' general utility. 

A further point concerns the lack of an index 
and the consequent difficulty in tracing any 
ziven aspect of the new rules and their relation- 
ship to the old. In this connection we recall the 
uses of the literary device known as a concord- 
ance, and it occurs to us that the unique resources 
pf the Institute could be strikingly demonstrated 
by the preparation of a comprehensive index and 
system of cross-references, the requisite quality 
and precision of which could probably be 
attained only by the use of a computer. The 
programming of this venture would require co- 
operation between specialists in the separate fields 
of taxation and computer handling on a scale 
that would require a guiding genius, and we hope 
that.this project will commend itself as an oppor- 
tunity to place the Institute in the vanguard of 
modern techniques of information control and 
utilization. - 5: ч 
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Computing the Gain —I 


1 ) ЈЕ have seen that the rules for ths 
computation of 'profits' for corporation 
tax purposes rests heavily on incoms 
tax rules. Practically the whole of the incom» 
tax system of computation has been imported 
but with modifications, so that it is the modt- 
fications which have to be studied. Such an 
approach is unlikely to leave gaps. But for capital 
gains tax purposes the approach is quite different. 
Hardly anything is said in the body of the 
"Finance Act (it received the Royal Assent on 
August 5th) about how to compute capital gains. 
The whole code of rules is contained in schedules. 
Bearing in mind the haste with which the Bill 
was thrown together, one can expect to find 
some gaps. 

Section 22 (9) says that the amount of the gains 
" accruing on the disposal of assets shall be 
- computed in accordance with Part I of Schedule 
6, and subject to the further provisions in 
Schedules 7 and 8. Section 22 (9) says that ever» 
gain accruing after April 6th, 1965, shall be a 
, chargeable gain, but subject to Part П oz 
Schedule 6. This Part II is described as re- 
‘stricting the amount of chargeable gains accruing 
on assets owned on April 6th, 1965. These 
general statements are to some extent con- 
tradicted by paragraph 1 of Schedule 6, whick 
says that the provisions of the whole schedule 
(not merely Part I) areto have effect for computing 
the amount of a gain (not a chargeable gain) on 
the disposal of an asset. 

The idea of a gain necessarily connotes some 
setting off of payments against receipts. However, 
the schedule begins in the negative way typical 
of Finance Acts. It does not say what shall be 
treated as receipts, but leaves it to be inferred 
that consideration for a disposal shall be brought 
in on the credit side. This is done by paragraph 
2 (т) which excludes from the consideration 

(а) money ог money’s worth charged ta 

income tax as income, and 

(b) money or money's worth taken into account 

as a receipt in computing income, profits 
or gains, or losses. 


However, this does not exclude money etc. 
taken into account for the purpose of a balancing 
charge. There are special provisions about capital 
allowances and balancing charges in paragraph 
6, but they relate only to computations of loss, 
not gain. Nor does paragraph 2 (1) preclude the 
taking into account of 
(i) the capitalized value of a rent-charge, 
ground annual, or feu-duty, or 
(ii) the capitalized value of any other right 
to income payments or to a series of 
. payments in the nature of income. 
It follows that if the taxpayer exchanges an 
asset for an annuity, then even though the 
annuity may be fully charged to income tax and 
surtax, its capitalized value may also attract 
capital gains tax. The general provisions of 
paragraph 2 (1) are elaborated by paragraph 3 
in relation to disposals which are affected by 
short-term gains tax. These elaborations are best 
studied in the context of the Case VII rules. There 
are also special provisions about woodlands 
occupied on a commercial basis and assessed to 
Schedule B or corporation tax. These provisions, 
which affect both receipts and expenses, are 
contained in paragraph 19 aad will be dealt with 
later. 
We move, therefore, to the general provisions 
about deductible expenditure. We should first 


‘mention paragraph 21 (1) cf Schedule 6 which 


directs that no deduction shall be made in a 
computation more than once from any sum, nor 
from more than one sum. This should presumably 
be read subject to the separate provisions about 
apportionment. 

Paragraph 4 contains the general provisions 
about deductible expenses. This paragraph also 
begins in a negative way by directing that the 
sums allowable as a deduction from the considera- 
tion in computing a person's gain shall. be res- 
tricted to: 

(a) (i) the value of the coasideration given by 
him (or on his 3ehalf) wholly and 
exclusively for the acquisition of the 
asset; together with 
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(ii) the incidental costs to him (as defined 
in paragraph 4 (2)) of the acquisition; 
or (if the asset was not acquired by 
him), any expenditure wholly and ex- 
clusively incurred by him in providiag 

| the asset; 

(b) (i) expenditure wholly and exclusively in- 
curred on the asset by him (or on his 
behalf) for the purpose of enhancing 
the value of the asset, being expenditure 
reflected in the state or nature of the 
asset at the time of the disposal; and 

(ii) expenditure wholly and exclusively in- 
curred by him in establishing, preserving 
or defending his title to, or right over, 
the asset; 

(c) the incidental costs to him (as defined in 

paragraph 4 (2)) of making the disposal. 


It will be seen from (a) that consideration for the 
acquisition of the asset need not be given by the 
taxpayer; it can have been given on his behalf, 
e.g. by his parent. But the incidental costs, and 
the expenditure in providing an asset, must be 
incurred by him. There is perhaps nothing mcre 
than slipshod drafting in this distinction. ‘There 
is a similar distinction in (5) (i). One is tempted to 
ask the meaning of ‘value’ in (b) (i). Suppose that 
to satisfy an eccentric buyer some modifications 
were made to an asset which reduced its objective 
value, but induced a purchase from the eccentric? 
Strictly speaking the cost of the modificaticns 
would not be deductible unless they produced a 
new asset. Finally, expenditure on establishing 
etc. the title of the taxpayer would not necessarily 
be within (5) (ii) if it did not, on that occasion, 
succeed in its object. 

‘Incidental costs’ to the taxpayer of the 
acquisition or disposal are: 


'expenditure wholly and exclusively incurred by 
him for the purposes of the acquisition (or disposal) 
being fees, commission, or remuneration paid for 
the professional services of any surveyor, or 
valuer, or auctioneer, or accountant, or agent or 
legal adviser and costs of transfer or conveyance 
(including stamp duty) together: 
(а) in the case of the acquisition of an aseet, 
‘with costs of advertising to find a seller, and 
(5) in the case of a disposal, with costs of ad- 
vertising to find a buyer and costs reasonably 
incu in making any valuation or appor- 
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tionment required for the p of the 
computation under this schedule, including 
in particular expenses reasonably incurred in 
ascertaining market value where required by 
this Part of this Act'. 

The ‘wholly and exclusively for the purposes 
of' phrase has been lifted bodily from section 137 
(a) of the Income Тах Act, 1952, and the cases 
on that section will be of some help. However, 
it has often been said that the words are subject 
to the further qualification that the expenditure 
must have been incurred for the purpose of 
earning profit. However true that may be in the 
case of a trade, it cannot be true in relation to capi- 
tal gains tax. Moreover, it is to be observed that 
although the test of reasonableness has been 
added, it applies only to the expenditure on 
valuations. The express use of the word in that 
limited part of the field. makes it unavailable to 
the Inland Revenue in the rest of the field. Tt is to 
be hoped therefore that tax inspectors will not 
argue that other expenditure is unreasonable. This 
test of reasonableness about valuations gave rise 
to some misgivings in the House of Commons 
and it is well to record the assurance given by the 
FINANCIAL SECRETARY on July 7th: 

‘I give an assurance to the House that in practice 
it is the intention of the Revenue to interpret this 
requirement as meaning that the cost of any 


А 


Бе 


~ 


valuation which was actually used in the com- А 


putation of the chargeable gains would be allowable 
as а deduction.’ 


This does not go very far. A valuation for an 
abortive sale would apparently not be allowed on a 
subsequent sale, although in fact used in relation 
to that sale. 

Although the wording of paragraph 4 is res- 
trictive enough in itself, worse is to follow. 
Paragraph 5 (1) of Schedule 6 excludes from the 
scope of paragraph 4: 

(i) ‘any expenditure allowable as a deduction in 
. computing the profits or gains or losses of a 


trade, profession or vocation for the purposes 
of income tax’; or 
(ii) allowable as a deduction in computing any 

other income or profits or gains or losses for 
the purposes of the Income 'T'ax Acts’; and 

· (iii) ‘any expenditure which, although not so 

| allowable as a deduction in computing any 
losses, would be so allowable but for an in- 
sufficiency of income or profits or gains’, 


(To be continued.) 
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Capital Allowances — 


a European Comparison 


by J. R. HOBSON, B.Sc.(Econ.), A.C.A. 
Lecturer in Accounting, University of Bristol 


HEN the Chancellor of the Exchequer 

announced the replacement of the od 

system of taxing companies by tke 
new corporation tax, the point was immediate y 
‘made that this would reduce the value of tke 
capital allowances available to a firm on tke 
purchase of fixed assets. When income tax stocd 
at 7s gd and profits tax at 15 per cent, capital 
allowances of {100 resulted in a tax saving to Фе 
firm of £54. With a corporation tax at the sug- 
gested figure of 40 per cent the tax saving is £49. 
'This, it is claimed, will adversely influence a 
firm's decision to invest in more modern equip- 
ment. 

Table 1 shows the capital allowances given Бу 
various Western European countries in respect ef 
an item of factory machinery purchased at about 
the end of 1964. The machine considered in tke 
computations is new and is assumed to cost 
£10, ooo (or its equivalent in the relevant cu-- 
"rencies), to have an estimated life of fifteen years, 
and an estimated scrap value of £1,000 at the end 
of its life. The calculations are based upon tke 
rates of allowances prevailing at the end of 1963. 
No attempt has been made to allow for possib e 
changes in the future. Thus, for example, tke 
machine, if purchased in the U.K., would in 1964 
have been eligible for an annual allowance of zo 
per cent on the reducing balance basis. It hes 
been assumed that this rate will remain unchanged 
for the life of the machine. 

It can be seen from Table x that the flat rates 
of allowances in the U.K. are by far the most 
generous. In the year of purchase a company wall 
receive an investment allowance of зо per cent, 
an initial allowance of 10 per cent, and an annual 
allowance of 20 per cent, enabling £6,000 to Бе 
written off in the first year. The nearest riva s 
for generosity in the first year are Eire, which 
grants an initial allowance of 40 per cent and ап 
annual allowance of 18 per cent, making £5,80c ; 
and Austria, with an initial allowance of 35 per cemt 
and an annual allowance of 22 per cent, totallirg 
£5,700 in the first year. The 1965 Budget has net 


altered the position in respec- of the flat percentage 
rates of allowances in the С.К. 

Several methods of evalusting investments are 
used by firms. Many resea-chers claim that the 
method most commonly used is the 'pay-back' 
test — the number of years i: takes before the net 
revenue from an investmert equals the cost of 
investment.! Professor Davidson states that many 
British and American firm- insist upon a pay- 
back period of from two anc a half to five years. 

Table 2, column 1, therefcre shows the amount 
of tax saved by a company over the first five years 
of the life of the asset. By the end of the fifth 
year, a U.K. company has "written off £10,100. 
At the old tax rate of 53°75 рег cent, this resulted 
in a tax saving of £5,400. At a corporation tax 
rate of 40 per cent the tax saving is reduced to 
£4,000. Under the old system the U.K. company 
was the most favourably treated of the countries 
considered. Under the new system it ranks fifth, 
after Sweden, Italy, Austria-and Finland. 

Recent books and articles on the various dis- 
counting techniques for irvestment appraisal? 
will by now have made mostaccountants aware of 
the fact that the time-pattern. of capital allow- 
ances can have a very important influence on their 
worth. The value of {1,0c> tax relief today is 
greater than the value of £1,000 tax relief in one 
year's time. Tax relief received today can be 
invested to produce a higher amount in one year, 
assuming a positive rate of nterest. 'T'o obtain a 
more realistic comparison ог the value of capital 
allowances, the tax saving- must therefore be 
discounted back to their present values. 

'Table 2, column 2, shows the present value of 
the total allowances received in each country in 
the fifteen years of the asset life, discounted at a 





1 For example, R. Goode, ‘Accelerated depreciation allow- 
ances ав a stimulus to investmeat’ (Quarterly Journal of 
Economics, May 1955), also 5. Davidson, ‘Depreciation, 
income taxes and growth’, printec in Studies in Accounting 
Theory, editors W. Т. Baxter and:S. Davidson. 

з For example, A. J. Merrett and 3. Sykes The Finance and 
de of Capital Projects (Loagmans Green, London, 
1963). ` 
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15 per cent rate of.interest. When the rate of 
company tax in Britain was 53:75 per cent, а U.K. 
company received more favourable treatment than 
did a company in any of the other sixteen count- 
ries. The present value of the tax saved was 
£4,300. The next best was Austria at £3,700. Tais 
can be attributed to three main causes: 


(a) the U.K. tax rate of 53-75 per cent was the 
highest of the countries considered. The 
tax saving from capital allowances would 
therefore be high. 


(6) A U.K. company will have claimed ae 
ances of £12,700, compared with the cost 
of the machine of £10,000. The 30 per cent 
investment allowance is given over end 
above the cost of the asset. Only Luxem- 
bourg (20 per cent) and the Netherlands 
(1o per cent) give investment allowances on 
the U.K. system, permitting an amount 
greater than cost to be written off. 


(c) Under the discounting procedure the еаглег 
the capital allowances are received, the 
greater will be their present value. The U.K. 
grants the bulk of the allowances in the 
early years — 60 per cent in the first year, 
IOI per cent after five years. The nearest 
rivals in the first year are Eire (58 per cent) 
and Austria (57 per cent) and in the fifth 
year are Greece (100 per cent), and Sweden 
(96 per cent). 


The corporation tax has only affected (a), the 
rate of tax paid; (b) and (c), the percentage 
allowances are unaffected. The amount and timing 
of the allowances is unaltered, but since they can 
only be calculated at a 40 per cent rate of tax relief, 
their present value falls from £4,300 to £3,200, 


a drop of about 25 per cent. Тће U.K. allowances: 


have fallen from first place to fourth, when their 
present value is considered. First is now Austria, 
followed by Italy and Sweden. It is unfortunate 
that soon after the National Economic Develop- 
ment Council told industrialists to take more 
notice of capital allowances and to look at the 
after-tax rates of return in making their invest- 
ment calculations!, the Treasury should reduce 
the value of the capital allowances so drastic- 
ally. 


Capital Allowances and Accounting 
Depreciation 
It follows from Table 1 that U.K. capital allow- 
ances bear little relation to the amount of depre- 





1N.E.D.C. Investment Appraisal (H.M.S.O. January 1965). 
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ciation shown in the financial accounts. This 


· applies particularly in the opening years. Few 


firms purchasing an asset with an expected life of 
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fifteen years will write off 60 per cent of cost in Y 


the first year. There can be very few firms who 
will write of the whole of the cost within five 
years). U.K. companies can depreciate their 
assets in their accounts according to their judge- 
ment and financial prudence. They are not 
required to show the same figures in the accounts 
presented to shareholders as the Inland Revenue 
allows in the tax computations. Few other 
European countries grant this privilege. With a 
small number of exceptions they insist that the 
same figures are shown in the financial and fiscal 
accounts. Thus in Austria, Belgium, Finland, 
France, Germany, Italy, Luxembourg, Norway, 
Portugal, 


Sweden, and Switzerland, the tax је» 


depreciation must correspond with the commer- ~ 


cial depreciation. In these countries, if a company 
provides in its accounts less than the amount 
allowed by the tax authorities it will not be 
allowed the surplus in that year. The treatment 
of the surplus varies between countries. Some 
allow it to be carried forward into a subsequent 
year while others extend the depreciation period. 
A German company loses the allowance com- 
pletely. 

If a U.K. company makes a loss, the capital 
allowances may be carried forward. This provi- 
sion applies to most countries, but an Austrian 


company will never receive the allowances of the Д 


year of the loss, The allowances will not be 
given although the written-down value on which 
future allowances will be calculated is reduced 
by the notional allowances for the year of the 
loss. 

In summary, therefore, U.K. companies are 
treated as favourably as those of any other 
country. British companies are not forced to 
distort their commercial depreciation in order 
to obtain the maximum allowances. In most other 
European countries, companies which depreciate 
in their commercial accounts at rates lower than 
the tax rates will not receive their capital allow- 
ances as quickly as is shown in Table 1, and 
they will not be as valuable as they appear in 
Table 2. 








m 


з The Ford Motor Co Ltd depreciates its machinery and^ ^ 


equipment at rates varying from 6} per cent to 124 per cent 
per FOR on a straight-line basis (Ассоитапсу, May 1965, 
page 471 

In the accounts of Watney Mann Ltd, at September 3oth, 
1964, the written-down value of fixed. assets available for 
capital allowances was £11:6 million compared with а net 
no ad of £ 14:4. million (The Accountant, February 13th, 
1965). 
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Historic Cost or Replacement Cost 


Spain permits capital allowances to be calculated 
. оп historic cost adjusted by an index of currert 
b replacement costs!, In all other countries, capitzl 
allowances are calculated on the basis of historz 
costs?, In this respect the taxation authorities are 
following the general accounting procedure tha: 


‘Historical cost should continue to be the bass 
\ оп which annual accounts should be prepared ane, 
in consequence, the basis on which profits shown 

by such accounts are computed®’. 





1 This price-level adjustment has been ignored in Ғе 
tables. 


* France allowed historic costs to be adjusted by pri-e 

indices until 1964. 

* English Institute's Recommendation No. r5, paragraph 
„Л 3% 
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Special Depreciation Allowances 
Tables 1 and 2 ignore the special grants and 
allowances given by governments to encourage 
investment in 'special areas'. U.K. grants and 
allowances to firms moving into development areas 
are very generous$, although the corporation tax 
has reduced their value. À firm installing plant 
in one of the ‘special areas’ will receive a Govern- 
ment grant of 1o per cent of the cost, can depre- 
ciate at any rate it chooses and can claim an 
investment allowance of 30 per cent of the cost 
less the grant. А firm moving into Northern 
Ireland will receive a grant of one-third of the 
cost. Under the old company tax system the 
present value of these reliefs, on a machine 


DU M. Alfred, Journal of Accounting Research (Autumn 
1964). 


“able 1 


Table Showing Cumulative Depreclation Allowances (£) 
(Rounded to tEe nearest £100) 

















End of year 1 2 3 4 5 10 15 
Country 
Austria 5,700 6,600 7,300 7,900 8,300 9,500 9,800 
Belgium 2,000 3,600 4,900 5,900 6,900 10,000 10,000 
. Denmark 3,000 5,100 6,600 7,600 8,300 9,700 10,000 
“Еге 5,800 6,600 7,200 7,700 8,100 9,300 9,700 
Finland 3,000 5,100 6,600 7,800 9,000 10,000 10,000 
France 2,800 4,600 6,000 7,000 7,700 9,500 9,900 
Germany 2,000 3,600 4,900 5,900 6,700 8,900 9,600 
Greece 2,000 4,000 6,000 8,000 10,000 10,000 10,000 
Italy 2,400 4,700 6,600 7,600 8,600 10,000 10,000 
Luxembourg 3,600 4,200 4,800 5,400 6,000 9,000 12,000 
Netherlands 1,500 3,000 4,000 5,000 6,000 11,000 11,000 
Norway 1,200 2,400 3,600 4,800 6,000 10,000 10,000 
Portugal 600 1,200 1,800 2,400 3,000 6,000 9,000 
Spain 1,000 2,000 3,000 4,000 5,000 10,000 10,000 
E Sweden 3,000 5,100 6,600 7,600 9,600 10,000 10,000 
Switzerland 2,500 4,400 5,800 6,800 7,600 9,400 9,900 
U.K. 6,000 7,400 8,500 · 9,400 10,100 12,100 12,700 


The malin sources for these figures are ‘European Taxation’ and 'F.B.l. Taxation in Western Europe’. 
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Table 2 
Comparlson of Values of Capital Allowances 
(Rounded to nearest £100) 
| @) (2) 
Present 
value of 
all 
Amount of allowances 
Tax rate tax saved received, 
percent X infirst discounted 
five years at 15 per 
cent per 
annum (c) 
Austria 51.92 4,300 3,700 
Belgium 30 2,00 1,800 
Denmark 44 | 3,700 2,000 
Elre 46-67 3,800 3,000 
Finland 45 4,100 3,100 
France 50 3,900 3,200 
Germany 51 (b) 3,400 2,900 
Greece . 38-2 3,800 2,600 
Italy 51-22(a) 4,400 3,400 
Luxembourg 40 _ 2,400 2,400 
Netherlands 45 2,700 2,600 
Norway 50 (a) 3,000 2,700 
Portugal 33 (a) 1,000 1200 _ 
Spain 40 (a) 2,000 2,000 
Sweden 49 (a) 4,700 3,400 
Switzerland 37-2(a) 2,800 2,200 
U.K 53-75 5,400 4,300 
U.K. (Corp. tax) .. 40 4,000 3,200 





(a) Including local taxes and municipal surcharges. 

(b) Undistributed profits only. 

(c) Treatment of terminal values hag been Ignored in these 
figures. 
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encourage investment in special areas. Firms 
installing plant in Northern Finland, West 
Berlin, parts of Greece, Northern Norway, and 
parts of Sweden receive extra tax ‘concessions. As 
in the U.K., the intention is to stimulate areas of 
Leavy unemployment and depopulation. In 
eddition, the Scandinavian countries use invest- 
ment reserves to help counter cyclical fluctuations 
їз the economy and recessions in any particular 
ind . Their effect is to increase considerably 
the value of the allowances shown in the accom- 
panying tables!. - 


Conclusion 


In his Budget speech, the Chancellor doubted 
whether capital allowances have been achieving 


their purpose of providing an incentive to ; 


investment. There is evidence that the great 
raajority of firms look at the return on investment 
Lefore payment of tax in judging investment 
projects. Consider the following quotation from 
the Report of the Richardson Committee? : 


"We asked witnesses specifically whether they 
looked, in judging investment projects, at the net 
return after payment of tax which the investment 
was expected to produce. ‘Three witnesses said they 
looked principally at the return after payment of 
tax. The remainder said that they looked princi- 
pally at the return before payment of tax. . . . We 
think that most medium-sized and smaller com- 
ris would also look principally at the return’ 

efore payment of tax.' 


At the time of the Richardson Report, the U.K. 


ellowances on fixed investment were the most 
generous in Europe, yet the majority of com- 
panies appear to have disregarded them. More 
research is necessary before it can be stated 
whether companies have since followed the 
£dvice of the N.E.D.C. and consider the effects 
cf taxation on their investment decisions. U.K. 
éllowances still compare favourably with most in 
Europe despite the considerable reduction in their 
value. With a corporation tax of 40 per cent, an 
increase in the investment allowance to 45 per 
cent would return the U.K. to first place in 
Europe. Àn investment allowance of 62 per cent 
would put capital allowances on a par with their 
previous discounted values. 





1 See, for example, I. Eckersten and C. Sandstróm “The . 


Swedish investment reserves and other incentives for 
scimulating business investments’ (Bulletin for International 
Fiscal Documentation, July 1963), also C. Canarp ‘Invest- 
raent funds and how they can be to combat recessions 
ала unemployment’ (Skandinavska Banken Quarterly 
Feview, No. 2, 1963). 


"Report of the Committee on Turnover Taxation (Cmnd 


2300, 1964), paragraph 282. 
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The Accounting World 


Topics of Professional Interest from other Countries 


CANADA 


Personalized’ Income Tax Returns 


N an address to the 1965 Тах Management Course 

at Queen's University, the Hon. E. J. Benson, 
Minister of National Révenue, referred to Canada's 
computer operations in the Income Тах Department 
at Ottawa. јер tax returns were sent direct 
to each taxpayer, with the name and address and aleo 
with a number to be read by the computer. The an 
was to reduce key-punch time and seasonal key- 
staff, to cut down on computer time and рова 


Л taxpayers more quickly оп the master tax file. ed 
— on United States experience, it was thought that 


perhaps со per cent, or possibly бо per cent, of the 
numbered returns might be sent back. In actual 
fact the percentage was just over 70, said the Ministe:. 
He pointed out that 98 per cent of the total tax 
collected is brought in by this self-assessment 
procedure. 


Critical Path Method for Montreal 
World Exhibition 


I has been announced that the critical path 
method is being used to keep work on schedule 
for the 1967 World Exhibition in Montreal. This not 
only formulates work schedules step by step and on 
4 4 priority basis, but it also reports instantly on delays. 
^ Is use is estimated to have saved from 10 to 25 per 
cent in time and from 2 to 1o per cent in costs. А 
recent progress report has shown that so far all 
deadlines have been met. 


INDIA 


Import Policy Measures 


ITH effect from July rst, the Reserve Bank cf 

India has imposed a 25 per cent advance depos.t 
requirement as an additional measure to r te 
imports. Banks authorized to deal in foreign exchange 
have been instructed to keep such deposits in a speciel 
account bearing interest at 2 per cent per annum and 
to invest these funds in Treasury bills. The deposit is 
returnable after the final remittance in respect of the 
relevant shipment has been made, ог two months 
from the date of the deposit, or after the submission 
of such documents relating to the imports as may be 
~ required by the Reserve Bank, whichever is the latest. 
By a separate directive the banks have been instructed 
not to make any advances to importers against th 
security of these deposits, and also to limit their 
unsecured advances, with the exception of credits 
against export usance bills, to me levels obtaining ол 


June 25th, 1965. 


On June 30th the Government announced its 
import policy for April 1965-March 1966 for estab- 
lished importers (accounting in recent periods for 
about 2 per cent of total imports). The policy provides 
for selective reductions in the allocations, with the cuts 
averaging about 50 Pet cent. The effects of the new 
policy range from the banning of over sixty import 
items, for most of which indigenous substitutes are 
stated to be available, to no reductions in the case of 
imports for export industries. The import policies for 
actual users and other categories of importers were 
expected to be announced on July 15th. 

. International Financial News Survey (1.M.F.), 
July 16, 1965. 


EAST AFRICA 


Exchange Control Regulations 

N June 11th, the exchange control regulations 

applied in Kenya, Tanzania and Uganda to 
countries outside the sterling area were extended to 
all sterling area countries other than the three East 
African countries themselves. 'l'his was achieved by 
redefining the term ‘Scheduled Territories’ to mean 
Kenya, Tanzania and Uganda. (In the nomenclature 
of the United Kingdom exchange control, the term 
is used to mean the sterling area.) 

The new exchange control system can be character- 
ized as follows: Settlements with all countries outside 
the ‘Scheduled Territories’ are now subject to control. 
But current payments (as previously) are not restric- 
ted, and authorized banks are empowered to approve 

ecified categories of current payments up to 


. established limits to all countries other than the 


‘Scheduled Territories’; additional amounts and all 
other current payments to those countries are 
approved freely, subject to the exchange control 
authorities being satisfied by the normal checks that 
such payments do not represent an illegal export of 
capital, Specified capital transfers to all countries 
other than the ‘Scheduled Territories’ may be ap- 
poa the authorized banks up to established 
imi other capital transfers to those countries 
are subject to approval by the exchange control 
authorities, which is granted restrictively in a number 
of cases. Where approval is not granted, the funds are 
credited to blocked accounts, to which regulations 
similar to those in the United Kingdom are applic- 
able. Balances kept on blocked accounts in Kenya, 
Tanzania and Uganda may no longer be transferred 
to sterling area -countries other than these three. 
Prior to June 11th, these exchange control measures 
and restrictions were applicable only to countries 
outside the sterling area; payinents and transfers of 
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any nature to sterling area countries could be made 

without restriction. 
f International Financial News Survey (1.M.F.), 
July 16th, 1965. 


` UNITED STATES 


Certificate of Advanced Study for C.P.A.s 


' has been announced that a certificate of advanced 
tudy will give formal recognition, by the New 
York State Society of Certified Public Accountan:s, 
of a practitioner’s ‘competence . . . beyond the level 
strictly necessary to obtain the C.P.A. certificate". 
Sixty hours of prescribed and elective professioral 


development course work will be required. This is the ~ 


first such programme by a State society. The Societw's 
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Cirector of professional development indicates partici- 
pation in the courses as one way of preventing 
Cbsolescence of knowledge. 


-Automation for the New York Stock Exchange 


Y the middle of 1966 the New York Stock 

Exchange is to have a computer fully operating 
fr the accounting needs of its members. А sub- 
sidiary of the exchange will be set up for the purpose. 
"The launching of the programme is budgeted for at 
€1-5 million, and at an estimated со cents per trans- 
zction, the President claims that present costs will 
Le reduced to less than half. The new system will 
cperate on a ‘time-sharing’ basis, a number of 
sources feeding data into the machine without 
Dterfering with each other. | 

' 


Professional Ethics — II 


by C. CROXTON-SMITE, M.A., LL.B., F.C.A. 


Changes in a Professional Appointment 


HIS important matter is very fully treated in the 
new Council statement which is reproduced in 
full in Appendix B. 

It has long been an accepted rule that a member Las 
a duty to communicate with the existing accountent 
or auditor when the client wishes to make a change. 
I am quite sure, however, that not all members 
understand the purpose of the rule, and problems 
connected with changes in professional appointments 
form an appreciable part of the corresponderce 
received at the Institute about ethical matters. 'The 
purpose of communication is emphatically not to 
ascertain whether there is any objection on the part 
of the existing auditor to the proposed auditor 
accepting the work. It is a fairly safe assumption that 
everybody objects to losing clients. The inquirer 
should properly ask whether there is any professional 
reason why he should not act or accept nomination 
as the case may be. Professional courtesy certainly 
enters into the matter but the primary reason for 
requiring a member to communicate with the existing 
accountant (who may not necessarily be a member of 
the Institute) is to give the member an opportunity 
of knowing all the reasons for the change thereby 
safeguarding his own interests, the legitimate 
interests of the public and the sadependence: of the 
existing accountant. 

I am sometimes asked what constitutes a valid 
professional reason why а member should decline 
an appointment. This is not easy to answer in general 
terms and the onus is on the member to make up 
his mind in the light of the facts in a particular 


The second part of a paper presented at the Oxford Summer 
Course of The Institute of Chartered Accountants in 
England and Wales on July 16th. 


case. It may be that the auditor has had a difference 
ef opinion with his client on an important matter of 
principle; that the ostensible reason for the change 
turns out to be not in accordance with the facts; 
er that the existing auditor is in some way being 
unfairly treated. All these are possible situations 
“ћете a member might feel justified in refusing to 
zccept nomination. It is much easier to say what does 
aot constitute а valid professional reason. Mere 
zesentment on the part of the existing auditor clearly 
"vill not do, neither will the fact that there are unpaid 
Tees or a dispute about feea (if a member does accept 
in these circumstances it is hoped that normally he 
will do what he can to facilitate à settlement although 
he should not seek to interfere with the exercise of any 
Hen which the existing auditor may have). Most cases 
vf change present no difficulties. Some good reasons 
"hy а client should wish to change his accountant 
er auditor are where there is a change of address and 
a local accountant is preferred; where the partner 
~vho has been dealing with the client's affairs retires 
vr dies; or where temperaments have clashed or the 
client has some good reason to feel dissatisfied and 
+ is obvious that in the interests of all concerned 
-he time has come to part. In such circumstances the 
existing accountant or auditor should always face 
ap to the situation with good grace and should 
co-operate in facilitating the change. It should always 
5e remembered that every client has complete free- 


у 


4 


dom to choose his accountant and that he may,- , 


aubject in the case of limited companies to the 
statutory requirements, make a change whenever 
ле chooses whether his reason is good or not. There 
пау be no better reason than that he does not like 
he colour of your eyes. 

There are occasionally cases of changes which are 
alleged to be due to touting or fee-cutting. Touting 
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speaks for itself. The mere charging of a lower fee 
is not necessarily discreditable (it may be a smaller 
firm, more conveniently situated geographically or 


< even perhaps more efficient), but deliberately to 


quote a lower fee with the object of getting the work 
could well result in disciplinary action. Any cases of 
touting or fee-cutting in this sense should be 
promptly referred to the Institute. The question of 
timing is of considerable importance. The following 
is an actual example. А. B. & Co were approached by 
2 company in October when some preliminary 
negotiations took place in regard to a possible change 
of auditors. In particular the company sought 
advice in regard to the manner in which a change 
had to be effected. À. B. & Co did not know whether 


they would, in fact, be nominated and nothing ` 


further was heard. Ít appeared in retrospect that 
there had been a difference of opinion among the 


. directors. At the end of November, A. B. & Co learnt 


that they had been nominated and immediately 
wrote to the present auditors Y. Z. & Co in the usual 
way. It was held that they had acted quite properly 
and that there was no reason why they should not 
act as auditors provided that they were duly elected 
in the proper manner. 

It should be noted that in the case of an auditor 
it is not sufficient to communicate before accepting 
appointment. А member has a duty to communicate 
before accepting nomination. It is always unfortunate 
when the present auditor first learns of the proposal 
to make a change from his proposed successor and 
it is obviously desirable that the client should be the 
first to inform his existing auditor that a change is 
proposed. Nevertheless this situation sometimes 
arises and would not seem to be in itself a sufficient 

"reason for refusing the appointment. 

Incidentally, if.the client forbids communication 
the member should not accept appointment or, in 
the case of a company, nomination. This is, of course, 
where a member has a duty to communicate. Where 
a member is invited to undertake special professional 
work which is additional to that already being carried 
out by another accountant he has a courtesy obliga- 
tion to communicate unless the client gives a valid 
reason why he should not do so (see paragraph 20 
of the Council's statement). This point often causes 
difficulty. I find the word DOOR a useful mnemonic 
- DUTY ONLY ON REPLACEMENT. 

Whatever points of difference there may be 
between the outgoing and the incoming accountant 
it should always be remembered that the client's 
interests should be paramount. А member who 
receives a letter asking whether there is 'any pro- 
` fessional reason’ should answer without delay. If 


> there are ‘professional reasons’ he should say what 


they are, usually in writing, although on some 
occasions he may prefer to do so orally. It is not 
sufficient to sit on the fence. Looking at the problem 
from the other end, if a member does not receive 
a reply to his ‘any professional reason’ letter the 
recommended procedure is as follows. Write again; 
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endeavour to get in touch or the telephone; write 

а third time preferably by registered post or recorded 

delivery service stating that m the interests of the 

client and in the absence of a réply by return of 

post it is proposed to commence to act without any 
r communication. 

In a paper on ethics I do not propose to discuss 
the delicate matters of the ownership of records and of 
lien. Counsel’s opinion has been taken and the matter 
is fully dealt with in section P 5 of the Members’ 
Handbook. Generally speaking a member should not 
seek to interfere with another member's exercise 
of a lien. In the absence of a lien a member should be 
prepared to transfer promptly to the new accountant 
after he has been duly appointed all books and papers 
of the client which are in his possession. A member 
should always be prepared to supply reasonable 
information to his successor. ere the amount of 
work involved in giving information to the new auditor 
is small it is regarded in normal circumstances as 
best professional practice to make no charge for 
doing this work, There may, however, be circum- 
stances in which it would be appropriate to make a 
reasonable charge. 

Wherea company is involved a number of additional 
considerations apply. It is important to remember 
that the appointment of auditors rests with the 
shareholders. When a change cf auditor of a company 
is proposed the Companies Act, 1948, requires 
certain procedures to be followed. These are designed 
to ensure that adequate notice of the proposal is 
given to those with whom -he appointment rests 
(that is to say the shareholders) cad that the existing 
auditor has the opportunity, if he so desires, of 
making a statement to the shereholders. In this wa 
the shareholders can be given relevant facts on whic. 
to base their decision. A question which has arisen 
on a number of occasions is whether the auditors of a 
company are under any obligation to answer questions 
asked by individual shareholders. So far as I am 
aware the auditor has no duty and indeed no right 
to convey information to a particular shareholder. 
His only duty is to report on the accounts presented 
to the shareholders. In doing so he will, of course, 
make such reservations as he -hinks necessary. 

Ав you know, the Investigation Committee has an 
advisory function as well as a duty to consider 
complaints and in the succeeding paragraphs 1 should ` 
like to deal with а few matters which seem to cause 
trouble to some members in their capacity as auditors. 

Firstly, has the auditor when he is removed from 
office, any continuing duties ia relation to unfinished 
accounts? Ав I understand it there is no question of 
auditors being appointed for the accounts of a 
particular year. They are appointed at an annual 
general meeting to hold office until the conclusion 
of the next annual general meeting. They have a 
statutory duty to report to the shareholders on all 
accounts laid before the company in general meeting 
during their tenure of office. I do not think that they 
have any rights or obligations after they have ceased 
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to hold office, even though at that time they were 
engaged on the audit of accounts for a particular year. 

Secondly, should an auditor be prepared to 
resign when it is known that the company desires 
to make a change? Generally it is felt that he should be 
prepared to retire gracefully but this is а matter for 
the individual to decide in the light of particular 
circumstances, There is no provision in the Com- 
panies Act for the resignation of an auditor and if he 
declines to do so his conduct would not necessarily 
be open to criticism by the Investigation Committee. 
The Jenkins Committee has, however, recommended 
that the Companies Act should expressly declare that 
an auditor can resign during his term of office. Iz a 
member refuses to resign it js, of course, open to 
the company to take steps to remove him under the 
procedure laid down in the Companies Act. 

Finally, what about take-over bids and other 
disturbances which are outside the member's 
control? Although the Council has not made any 
statement on the matter, my personal view is that 
it is not in the best interest of the profession Шат a 
change of auditors should be brought about for- 
tuitously by a change in control. On the other hand 
the freedom of choice of those who have the ротег 
of appointment must not be prejudiced. Perhaps one 
happy solution would be the appointment of jo-nt 
auditors. 

In concluding this section on 'Changes in a 
professional appointment’ I should like to emphas-ze 
a point which is sometimes forgotten, namely, that 
the duty to communicate is not confined to cases 
where the existing accountant is a member of the 
Institute. The duty exists irrespective of his quzli- 
fication or lack of qualification. 


Descriptions 
Generally the use of any amplification of the des- 
cription ‘chartered accountants’ with the appropriate 
designatory letters is to be deprecated. The reason is 
very cogently argued in a letter issued to all members 
of the Institute on January 16th, 1923: 

‘The Council wish to draw the attention of 
members of the Institute to. the desirability of 
adopting and using without additional words the 
title chartered accountant. It is comprehensive in 
its meaning and is now well understood as covering 
all branches of work entrusted to members. Any 
addition to it is apt to depreciate its character and 

. value, and to draw special attention to details of 
qualifications and experience may appear to teke 
a form of advertising.’ 

Broadly speaking the Council is still of the same 

mind. If you take a look at some of the following 

actual examples from the years leading up to 1923 

I am sure you will agree that the Council is right: 


Income tax experts; 
Efficiency engineers; 
Auditors and mining brokers; 
Public and private auditors; 

- “Trustees in bankruptcy etc.; 
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Auditor and actuary; 
Stock exchange accountants; 
Railway accountants; 
Cost specialist; 
Financial property and insurance agent; 
Auditor and assessor; 
Specialist in income tax and rate appeals; 
Valuer and arbitrator. 
- doubt whether any member would be likely to 
tisk any of these today. Almost without exception 
the only cases which now arise are ‘mixed firms’ using 
the description ‘accountants and auditors’. This is 
not permissible. The only proper description for a 
arm consisting of partners not all of whom аге 
chartered accountants (not necessarily members of 
eur Institute) is ‘accountants’. There is, without 
doubt, a certain legacy here, inherited from the 
Society of Incorporated Accountants who until 

3 4 used the words ‘and auditors’ as part of their | 

е. I believe, however, that the use of these words < 
was discouraged by the Society even before they were 
dropped from its title. 

This is perhaps an appropriate point to pay 
cribute to the ethical standards of members of the 
eld Society of Incorporated Accountants. Although 
there were inevitably differences in matters of detail 
-he integration scheme has produced remarkably few 
differences so far as professional conduct is con- 
cerned. The work of the Investigation Committee 
Aas increased considerably in recent years but по 
more: than in proportion to the considerable growth 
in membership. 

To return to ‘accountants and auditors’, which may 
appear at first glance to be a fairly harmless sort of 
description, there is an important principle at stake. 
‘Accountant’ signifies an occupation whereas fauditor" 
tignifies a particular type of work which an account- 
ant does. If ‘accountants and auditors’ why not ‘ac- 
countants and taxation specialists’? The description 
‘chartered and incorporated accountants’ is per- 
-nissible in the case of a firm in which all the partners 
are either chartered accountants or incorporated 
accountant members of the Institute. In such case it 
в desirable that the appropriate designatory letters 
thould be used after the names of each of the partners. 

Difficulties sometimes arise in the case of members 
ho are also members of other bodies which entitles 
them to a description which could be read as im- 
plying a specialist skill. A member is not permitted, 
šor example, to use words indicating membership 
ef The Institute of Cost and Works Accountants or 
ef The Institute of Taxation, although he may, if he 
£0 wishes, show after his name, the designatory 
Etters which signify membership of these bodies. I 
would, however, advise members to avoid the undue 
proliferation of letters after their names and this in 
the case of chartered bodies is also discouraged by 
the Privy Council. The practice of using a string 
cf letters designed to impress the gullible is not to be 
necommended and can or may be read as implying 
= special ability for carrying out some particular 
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kind of the work of a chartered accountant in practie2. 

Of course, there is the usual exception which 
proves the rule. Where a member із an Approved 
Auditor under the Friendly Society Acts and tre 
Industrial and Provident Societies Acts he ney 
indicate this fact in words on his letter heading if 
he so desires. | Е 

For reasons both sentimental and practical а retirzd 
partner often likes to be shown on his old firn:’s 
notepaper.as a ‘consultant’, This is perfectly zn 
order, and indeed any other person genuincy 
retained as a ‘consultant’ may be shown in that 
capacity provided that his name is not accompanied 
by designatory letters which refer to a qualification 
or professional description other than an accountancy 
qualification. A former partner shown as a ‘consultant’ 
is not regarded as in practice and is not therefcre 
liable for a practising member's subscription, unle.3, 
of course, ће is practising independently elsewhere. А 
member may not practise as a consultant. 

The description ‘chartered accountant’ may, of 
course, only be used by those who are entitled 10 
use it. The Institute would have no hesitation in 
applying for an injunction restraining a perscn 
from misdescribing himself as a chartered accour-- 
ant. These sort of difficulties usually occur in the сеже 
of former members who continue to use the des- 
cription after being excluded from membership. 

The following story, taken from the annual герс -t 
for 1895 (of a very enterprising young man), is 
instructive: 

‘A candidate, who had been duly articled to a 
member of the Institute, had presented hims-f 
for the Final examination and failed on thirteen 
occasions. In consequence of certain actions on kis 
part, the Council refused to allow him to аве 
present himself for examination. He thereup=n 
brought ап action against the Council to compel 
them to admit him to the Final éxamination. ТЕ в 
action was heard before Justices Cave and Wright zn 
April ist, 1895, and dismissed with costs. Im- 
mediately after judgment had been given in tls 
action, he published an advertisement stating that 
he was a chartered accountant, and also took un 
office, where he described himself as a charterzd 
accountant. The Council then commenced an actian 
to restrain him from so describing himself. Aa 
interim injunction restraining the defendant from 
describing himself as a chartered accountant, amd 
from using any description of himself calculated to 
lead the public to believe that he was a member =f 
The Institute of Chartered Accountants in Englard 
and Wales, was obtained in December last, and «a 
March 13th, on the application of the defendar-, 
the order was made absolute and he was ordered =p 
pay the costs.’ 


There have been other cases since then. 


Remuneration 5 
Many complaints are received by the Institute abozt 
the fees charged by members. The Institute Поз 
not, however, advise or arbitrate on a question zf 
fees and complainants are advised that if it provss 
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impossible to arrive.at an amicable settlement then 
they have the remedy of waiting to be sued and then 
challenging the amount of the fees in court. The 
Chairman and Secretary of the Investigation Com- 
mittee do from time to time give advice informally 
to members who approach them. Members are not 
permitted to charge on a percentage basis, an ex- 
ception being remuneration zs secretary, director or 
financial adviser to a company or where such a 
method of payment is sanctioned by statute or 
custom. Payment by results is also not unusual in 
the case of bankruptcies, liquidations and receiver- 
ships where the fees payable are dependent upon the 
manner .of appointment and the relevant statutes 
which in some cases require the calculation to be by 
way of a percentage of realizations and distributions, 
In insolvencies where there has been plenty of work 
but very few assets the percentages so computed may 
appear to be low but there is no professional reason 
why a member should not æek to charge what he 


_considers to be appropriate remuneration, though he 


may well have to accept a reduction if the figure is 
not acceptable to those havirg the power to fix the 
remuneration. In this type of work it is recognized 
that the rough has to be taken with the smooth; 
but the degree of skill and responsibility required is 
often considerable and should be taken into con- 
sideration when calculating tke fee. ` a 

Deliberate fee-cutting is, o7 course, not permitted. 
A member would lay himself open to a charge of 
discreditable conduct if he knowingly quoted a fee 
lower than his normal fee in order to secure pro- 
fessional work which was in the hands of another 
accountant. Evidence of fee-cutting in this sense 
should certainly be reported то the Institute by way 
of a complaint. I may add that it is seldom easy to 
obtain evidence of a conclusive nature. 

This does not mean that a member may never 
charge a lower fee than his predecessor. It is certainly 
preferable that the existing eccountant should have 
been informed by his client -hat he had decided to 
make a change before he hears from the proposed 
new accountant, but if the cient has not done this 
I think it is unrealistic to suggest that the new 
accountant should in every case decline to quote a 
fee, and I see no reason why a member should not 
quote an approximate fee when asked to do so. There 
may be cases where the existing accountant is over- 
charging or carrying out Мз client's work in an 
inefficient manner. In such cases the quotation of a 
lower fee would be perfectly legitimate, as it would be 
in the case of a local practitioner whose staff would 
save time occupied in travellirg and hotel expenses. I 
may mention that the Invest gation Committee had 
before it some tine ago a suggestion that, on a 
change of accountant, an assurance should in all 
cases be obtained that the cient’s wish to make a 
change was not purely with a view to reducing the 
fee. Тће Committee came to the conclusion that it 
would be impracticable and contrary to the public 
interest to adopt such a course of action. Incidentally 
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it is not considered to be unethical for an accountant 
to make a charge for supplying an accountant who 
-succeeds him with information from his working 
paren in connection with a former client. Neverthe- 

if the work involved is comparatively trivial I 
‘believe that few: accountants would make such a 
charge. 

There appears to be a doubt in the minds of some 
members on the question of suing for outstanding 
fees. It is obviously desirable that all possible means 
of obtaining payment should be tried before going 
to court. None the less, if all else fails there is no 
objection on ethical grounds to a member seeking his 
legal remedy. ТЕ he does so he must, of course, be 
prepared to justify his charges if they are challenged. 

a.final point on remuneration, where cir- 
cumstances warrant it, there can be no objection on 
ethical grounds to a member applying for a payment 
on account as the work procee would 
certainly be appropriate where the work extends over 
a lengthy period. 


Formation of Companies to Undertake 
Professional Work 


The ethical questions arising from the use of 
companies by members in practice have over the 
years caused a considerable number of headaches 
to the Investigation Committee. The Council’s 
statement on ‘Ethical aspects of the use of companies 
Љу members in practice’ made in June 1961 and 
reproduced in Appendix C was a very useful piece 
of codification. 

The first point to emphasize is that a member is 
not permitted to carry out any of his functions as a 
public accountant through the medium of a limited 
company. This remains a fundamental principle. 
Public accountancy is essentially a personal service 
calling for long training and experience and the 
assumption of heavy legal responsibilities and personal 
responsibility to his clients for the standard and for 
the consequences of his work as a practising 
accountant. 

A member may, however, perform through an 
unlimited company any of his functions as a public 
accountant which a company is permitted by law to 
perform (such activities as auditing and acting as 
receivers or liquidators are, therefore, excluded) 
provided he adheres to the conditions which have 
been very carefully laid down by the Council. The 
most important of these are that the company 
must conform to all the usual standards of ethics 
which apply to a member in practice and it must not 
have a name which is descriptive of its activities 
(the name may, however, be similar to that cf a 
member or firm). A considerable number of members 
‘have formed unlimited companies within the terms 
of the Council’s statement for such special purposes 
falling within the field of normal practice as manege- 
‘ment consultancy, executorship and trustee and 
secretarial and tegistration work. On grounds of 
continuity, for administrative convenience and for 
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other reasons the formation of such companies can 
2e advantageous. 

The only occasion when a practising member 
пау form a limited company is in the case of а, 
service company' formed for the purpose of pro- Y 

viding him in connection with his practice with 
assistance such as the provision of staff, accommoda- 
don and equipment which he may require in the 
>erformance of any of his functions as a public 
accountant. The term ‘service company’, although 
л general use, has caused some confusion. The 
‘service’ referred to is rendered to the practice and 
aot to the public. А ‘service company’ having limited 
dability must operate entirely within the practice 
and must have no contact with clients or with the 
2ublic generally. 

Members may from time to time come across 
imited companies run in conjunction with a practice 
offering such services as registration and secretarial 
ог executorship and trustee work. These are an 
nistorical survival having been formed under a 
Council statement published in 1945 and now with- 
drawn. The Council has expressed the hope that 
zuch companies will be brought into line with the 
-equirements of the 1961 statement as soon as 
2ossible. No more limited companies may be formed 
Sut those which exist may complete work which they 
have already undertaken ~ for example acting as 
-rustee. There із no reason why unlimited companies 
zhould not be formed to carry on new work. 

You will note that the Council's statement is 
headed ‘Ethical aspects of the use of companies by 
members in practice’. It does not, therefore, apply 
то members not in practice. This causes difficulties 
As indicated when I discussed the fundamental rules t 
ao member of the Institute whether in practice ог,“ 
not would be permitted to be a director of a company 
called ‘Income Tax Consultants Ltd’. In principle it 
zeems to be undesirable that a member not in 
Dractice should be allowed to associate himself ав a 
director or principal with any concern which offers 
accountancy services and which has a descriptive 
пате or which advertises or solicits for work. No. 
statement, however, has been issued on this matter 
Sut in fact the Investigation Committee does not 
-ake objection to a member not in practice being 
connected with an existing management consultancy 
organization which does not follow the strict code 
af ethics required of members in practice (later on 
-n this paper I shall have something to say about the 
very difficult ethical problems in the management 
zonsultancy field generally). It is very much a matter 
of degree. A member would not be allowed to be 
3 director or indeed an employee of a management 


consultancy organization which openly and blatantly A 


advertised for business. 

As already mentioned in an earlier section a 
member not in practice is permitted to be a director 
of an organization such as a bank, whose accountancy 
services are subsidiary and incidental to its main 

(Continued on page 212.) 
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Appendix B 
CHANGES IN A PROFESSIONAL APPOINTMENT 


The Council wishes to draw the attention of membere to 
certain matters relating to changes in a professional apporat- 
ment and for their guidance has prepared the followng 
statement: 


Auditor of a company 

I. The proprietors of a business have an indisputeble 
right to choose their auditors and other professicnal 
advisers and to change to others if they so decide. Acca—i- 
ingly, provided that the statutory procedure for suck а 
purpose is followed, a shareholder in a company is entiti2d 
to propose to its annual general meeting that the con- 
pany's guditor shall be changed as from the conclusior of 
that meeting. The auditor whom it is proposed to repEce 
has a right to make representations to the shareholcers 
on the matter if he so desires, 

2. A member of the Institute who is invited to асс=рЕ 
nomination in replacement of the auditor of a comp.ay 
should not accept nomination without first communicatr-g, 
preferably by letter, with the former or existing audor 
(hereinafter referred to as ‘the other accountant’) to пасте 
whether there is any professional reason why he should zot 
accept the nomination. This applies whether or not me 
other accountant is a member of the Institute. The mem-er 
should not accept nomination if he is refused permissior to 
make this communication. 


з. Communication with the other accountant is not oly. 


a question of professional courtesy. The purpose is. to 
enable the member to ascertain the circumstances in wEich 
the change of auditor has been proposed so that he zan 
decide whether he can properly a t the nomination zad 
if so whether he wishes to do so. lt is essential that —he 
legitimate interests of the shareholders, including tLeir 
right to change the company's auditor if they so w=h, 
should be protected and that the independence of the ot-er 
accountant should be safeguarded. The member whc is 
invited to replace the other accountant should theref-re 
endeavour to ascertain all the reasons for the ргорошза 
change. He cannot do so without direct communicat on 
with the other accountant. The need to communicate ex-ats 
whether or not the other accountant intends to mme 
representations to the shareholders, and whether or not -he 
other accountant still holds office as auditor. 

4. The member should give due weight to the reply of ће 
other accountant and to any representations which zhe 
latter may inform him he intends to make to the shae- 
holders. Resentment on the part of the other accountan. at 
the actions taken by those who propose a change or at ће 
possible loss of an audit is not a valid professional reazon 
against the change unless supported by information ве to 
the professional considerations which arise. This inir- 
mation may indicate, for example, that the ostensible reas-ns 
given for the change are not in accordance with the facts. 
It may disclose that the proposal made to displace the ot-er 
accountant is put forward because he has stood his ртосла 
and carried out his duties as auditor in the teeth of орр=а!- 
tion or evasion on an occasion on which important і егегсев 
of principle or practice have arisen between him and the 


га, А 

5. The member who is invited to replace him таву 
decline the nomination if he considers that the other accovmt- 
ant is being treated unfairly; members differ in their vi-ws 
as to the circumstances in. which they are prepared, = a 


. matter of personal choice, to accept nomination in the pEce 


of another accountant, but every member who is approacs=d, 
should consider carefully whether as a matter of professicnal 
conduct or as one of personal inclination he can propcly 
accept nomination in the circumstances in which zhe 


change is proposed. The communication therefore serxes | 


to protect the member from accepting nomination in 
circumstances of which he was not fully aware and ғ60 
to protect shareholders who are not fully informed of —e 
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circumstances in which the change is proposed as well as 
the interests of the other accountant where the proposed 
change arises from, or is an attempt to interfere with, the 
‘conscientious exercise by the other accountant of his duty 
as an independent professional man. 

6. Where the member decides to accept nomination in 
place of the other accountant the fact that he has com- 
municated with the latter does not preclude the other 
&ccountant from complaining to the Institute that in the 
particular circumstances the acceptance was improper, nor 
does it prevent the Investigation Committee from con- 
sidering the matter in order to decide whether, on the. 
information placed before it, there appears to be a conduct 
matter requiring consideration by the Disciplinary 
Committee. 

7. The foregoing paragraphs indicate the general prin- 
ciples by which a member shou'd be guided when invited 
to act as auditor of a company. Additional considerations 
on matters of detail are indicated below. 


Timi 

8. When a member is first approached he should make it 
clear, preferably in writing, that he must not be nominated 
until he has informed the company in writing that he is 
prepared to accept nomination. 

9. ТЕ the other accountant is unaware that a change is 
proposed, it is desirable that the company should first 
inform the other accountant of the proposed change before 
the member himself communicates, making it clear that 
the member has not at that stage accepted nomination. 


Reply from the other accountant 


то. Where the other accountant is a member of the 
Institute he should answer without delay the communica- 
tion from the proposed new avditor, whether or not the 
latter is & member of the Insttute. If he wishes to put 
forward any professional геавол why the proposed new 
auditor should not accept, then it is not sufficient for him 
merely to state that there are professional reasons; he 
should be prepared to state as soon ав possible the nature 
of those reasons. He may prefer to do this orally, and in 
that event the member who has been approached should 
be prepared to confer with the other accountant if the 
other accountant so desires; in tkis connection paragraph 53 
of section S 5 of the Members’ Handbook may be of assistance 
to the member. 


Failure of the other accountant to reply 


ir. If the member does not seceive within a reasonable 
time a reply to his communication to the other accountant 
and he has no reason to believe that there are any unusual 
circumstances surrounding the Бора: change, he should 
endeavour to get into touch with the other accountant 
by telephone. ТЕ he is unable to do so, or is unable to 
obtain a satisfactory outcome ir this way, he should send 
a further letter, preferably by recorded delivery service, 
stating that unless he receives а верју within a specified time 
he will assume that there is no professional reason why he 
should not accept and will in fact do so. 


Fees — scale of charges 

12. It ia not necessarily improper for a member to charge 
а lower fee than has previously been charged by another 
accountant for similar work. However, evidence that a 
member has obtained professional work through having 
quoted with that object а fee lower than that charged or 
proposed by the accountant previously carrying out that 
work could be regarded as cause for complaint and could 
therefore render the member liable to disciplinary action. 


Unpaid fees of previous auditor 

13. The fact that there may Уе fees owing to the other 
accountant is not of itself a professional reason why the 
member should not accept nomination. If he does accept it 
may be appropriate for him to.assist in any way open to 
him towards achieving a settlement of the fees outstanding; 
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whether or not he does so is entirely а matter for his own 
judgement in the light of all the circumstances. He should 
not séek to interfere with the exercise of any lien which the 
other accountant may have (see Members’ Handbook, 
section P 5, paragraphs то to 14). 


Transfer of books and papers 

14. The other accountant (if he is a member) should be 
prepared to transfer promptly to the new auditor after 
he has been duly appointed all booka and papers of the 
company which ate in his possession, unless he is exercising 
а lien thereon for unpaid fees. 


Casual vacancies 

15. When a member is invited by the directors to accept 
appointment as auditor to fill a casual vacancy, he should be 
guided by principles similar to those set out above in 


relation to nomination for appoinment by the company : 


in general meeting. Where, however, the casual vacancy 
arises through the death or incapacity of the other accountant 
the member will need to adapt his procedure in the light 
of the particular circumstances, obtaining such information 
as he may need from the other accountant's office or 
partners if any. 


Business acqutred by a new company 
16. When a member is asked to accept appointment as 
auditor of a new company formed to acquire an existing 


business. This applies equally to, for example, some 
of the merchant banks which do secretarial and 
registration work and also advertise. 


Neglect, Unsatisfactory Work and Negligence 


A considerable number of complaints are received 
at the Institute that members have been neglectful 
of their clients’ affairs. Unfortunately in such cases 
it is not uncommon to find that the situation is 
exacerbated by the failure of the member to reply to 
lettera from the Secretary about the alleged neglect. 
You will be aware from the reports which appear in 
the professional Press that in some of the more 
serious cases a formal complaint is preferred to the 
Disciplinary Committee. There have been cases 
where a member has been so apparently indifferent 
to the whole procee that he has been excluded 
from membership atout making any effort to 
defend himself or indeed without any word being 
heard from him. We have even had a case of a 
member who could not bring himself to open cor- 
respondence from the Institute (some of us may 
have some sympathy with this point of view |). He was 
quite unaware of die fact that he had been excluded 
from membersbip until he met a professional colleague 
who had seen the! finding and decision of the Disciplin- 
ary Committee published in the accountancy Press. 
Such extreme cases are rare, and, in recent years, 
an increasing emphasis is put on help and rehabilita- 
tion. If a member is persistently neglectful of his 
clients’ affairs and of his responsibilities to the 
Institute there may be extenuating circumstances. 
He may be seriously overworked, poorly organized 
or suffering from mental or physical ill health. 
Where this 18 known every effort is made to arrange 
for assistance and advice to be given. Before a 
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brsiness and the ownership of the company is substantially 

the same as it was in the acquired business, the member 

еш d communicate with the accountant who acted for that 
свїпевз. 


Auditor of a body other than a company 


17. When a member is invited to accept nomination ог. 


appointment as auditor of any body other than a company, 
he should be guided by the same considerations as those 
indicated above in relation to a company. 'lhis applies 
waether the appointment is as auditor of an incorporated 
bcdy or an unincorporated organization or a partnership 


‚ эг ап individual. 


Appointments other than as auditor 

18. The considerations arising on a change of ачанор 
apply to a large extent also where a member is invited to 
urdertake other recurring professional work in place of 
another accountant. 


ag. A member may be invited to undertake special 
>rofessional work which i iè additional to that already being 
carried out by another accountant who will still continue 
with his existing duties. In that event it is normally desirable, 
as a matter of professional courtesy, for the member to 
nctify the other accountant that he is undertaking the 
special work, unless the client gives a valid reason why such 
actice should not be given. 


ccmplaint is preferred to the Disciplinary Committee 
the Investigation Committee’s secretariat will try 
to contact the member on the telephone and to visit 
him in his office at his invitation if it is felt that this 
is likely to be helpful. By these means the number of 
cases of neglect which reach the Disciplinary Com- 
mittee have been considerably reduced. 

“Members running a busy practice will appreciate 
that some delay in answering letters and in dealing 
wth the affairs of clients may be inevitable. Not 
every client can always be at the head of the queue. 
Most of the complaints which are received are settled 
secretarially and only a few reach the Investigation 
Committee, Fewer still are referred to the Disciplinary 
Committee. The public is after all entitled to expect 
members to carry out their professional duty in an 
efacient and responsible manner and the Institute is 
bcund to take a grave view when a member is shown 
to- have been guilty of serious and persistent neglect. 
Should you ever be unfortunate enough to receive 
a letter from the Secretary of the Institute inviting 
ycur observations on a complaint of alleged neglect 
(and this could happen to any of из) may I urge 
уси to give the matter reasonable priority. It is in 


itself an offence under the bye-laws to fail to reply to. 


lerters from the Secretary on a professional matter. 

"The Council of the Institute undoubtedly has a 
duty to its members to promote the efficiency and 
usefulness of the profession. There are many ways 
of doing this, and one of them is to investigate cases 
of unsatisfactory professional work, particularly if 
thzy are persistent and, perhaps, in some cases 
deliberate. This is a duty ака also devolves on the 
Investigation Committee. It is one over which great 
care has to be exercised and the committee must 
consider carefully the facts of the case. The sort of 
cases in which the committee might feel an obligation 
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Appendix C 


ETHICAL ASPECTS OF THE USE OF COMPANIES 
BY MEMBERS IN PRACTICE 


Council statement, The Accountant, June 17th, 1961 


"The Council has been asked from time to time whether 
there is any ethical reason which precludes a member of 
the Institute from carrying on one or more of the functiors 
of a public accountant through the medium of a compan~. 
The Council now makes the following statement on ths 
matter: 

(i) The Council emphasizes the personal responsibility 
of every member of the Institute for his professional 
conduct; this applies regardless of the way in which 
the work of the member is o ized and of the 
medium through which it is rmed. 

(ii) A member is not permitted to do under the guise 
or through the medium of a company or firm any- 
thing which he is not allowed to do as an individual. 

(iii) There is no ethical reason which would preclude a 
member's performance through the medium of an 
unlimited company of which he is a member of ary 
of his functions as a public accountant which а 
company is permitted by law to perform. (Members 
are reminded that some functions may not lawfulty 
be so performed, for example acting as audito-, 
receiver or liquidator of a company.) There is also 
no ethical reason which would preclude a member 
from using a limited or unlimited company of which 
he is а member to provide him with assistance (such 
as the provision of staff, accommodation and equip- 
ment) which he may require in the performance of 
any of his functions as a public accountant. In all 
cases the following provisos apply: 

(a) the company shall at all times observe all tke 
rules, and conform to all the standards of 
conduct, which apply to a member in practice 

(b) while it shall be permissible for the name of tke 
company to be similar to that of a member cr 


firm, it shall not be indicative of the activities: 


of the company 
(c) from the standpoint of ethics the member 


to take action are if an auditor has reported that a 
profit and loss account and balance sheet is true and 
fair without taking reasonable steps to verify tbe 
existence and valuation of the stock. Another example 
would be a member who sends accounts to his client 
complete other than for the stock figure and tke 
profit figure and subsequently takes no steps fo 
ascertain the correctness of the stock valuation which 
his client determined. Let me make it clear that 
there is no question of the committee investigating 
matters of judgement. Giving a mistaken opinion в 
not unethical provided it is given honestly. In tke 
context of unprofessional work I think I should 
mention the cases of members who give unqualified 
certificates for solicitors whose accounts subse- 
quently proved to be not in order. It is not regarded 
as a sufficient explanation that the solicitor was an 
old school friend and therefore that it was not 
necessary to take the usual care to ensure that the 
accounts were correct. Indeed, bearing in mind tke 
imperfections of human nature, a member would be 
well advised to take more than usual care in such a 
situation. 

If there is any possibility of legal action it is 
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shall be responsible for the conduct of the 
company and its di-ectors and officers as if 
the company were i firm in which he is a 
partner 
(d) nothing in this statement shall be taken to 
authorize the use of -he designation 'chartered 
accountants’ by any >ompany 
(е) the company shall not be used directly or 
indirectly аз а means of sharing profits or 
remuneration of a member or firm in a manner 
contrary to clause 2c (a) of the Royal Charter. 

(iv) T'his statement is limited to mattera of ethics and 

does not imply any view on the desirability or 
otherwise of the use of companies for the purposes 
indicated. It is of gereral application subject 
only to any special conditions which may exist 
anywhere outside the Un ted Kingdom. The con- 
ditions on which compan ез were permitted to be 
formed under the Councils 1945 statement *Execu- 
torship and trustee comparies' (see below) which has 
now been withdrawn, wil however continue to be 
applied to companies wnich are now opera 
under the authority of thet statement. The Counci 
hopes, however, that such companies will be brought 
into line with the preset statement as soon as 
possible or convenient. 

Note. -The Council statement om ‘Executorship and trustee 

companies’ referred to in (iv) above and now withdrawn 

was published in the 1945 annua. report as follows: 

‘The Council has had under consideration the question 
of the formation by members of “he Institute of companies 
which take power to act as executors and/or trustees, and 
is of the opinion that provided such company complies 
with the requirements of any statute relating to these 

matters, there is no professional:reason why a member ог 
firm should not form such а com>any provided: 

(i) that such company is not used by way of advertisement 

or otherwise ав a means of attractin business; and 

(ii) that such company is not dennifiable by name with 

any member or firm. 

‘The Council, however, wish to remind members that 
they may not do, under the guise of a company, what they 
are not allowed to do as individwals,’ 


essential that the Institute should avoid any ex- 
pression of opinion which m.ght prejudice the out- 
come of the case. If there s an allegation that a 
member has been so neglectful that the client has 
suffered financial loss it is open to the client to seek 
his remedy in the Courts. 'The Investigation Com- 
mittee would, of course, be -nterested in the result 
of the Court action and wovld then have a duty to 
consider whether any actior was required by the 
Institute. 

I do not want to make this cound too alarming. For 
the Investigation Committee to interfere in a com- 
plaint that a member had been negligent in carrying 
out professional work in suck a way that the injured 
party had a legal remedy would be exceptional. 1 
fully appreciate that howeve- careful, conscientious 
and skilful we may be we cen never be sure that a 
claim for negligence will nct be made against us. 
'To take an example, the overlooking of one of the 
many time limits for taxation relief claims may result 
in substantial loss to a client. 1 should also make it 
clear that members who inscre their risks under an 
indemnity policy are in no уау offending any rule 
of conduct. (To be concluded.) 
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Company Accounts and the Finance Act 


Suggestions on Presentation by The Society of Investment Analysts 


OME interesting suggestions on the means of maintaining comparability in company accounts 

following the new Finance Act were made last week by The Society of Investment Analysts. The sug- 

gestions, which we reproduce in full below, ar» intended as an interim solution to assessing а com- 

pany’s position and do not necessarily anticipate reccmmendations the accountancy bodies may make 
in due coarse. 


Minimizing confusion during the 

transitional period 
(1) Companies publishing accounts for periods ending 
after April sth, 1965, are asked to state at what rate 
they have provided for corporation tax. Alternative 
calculations at rates of, say, 35 рег сеп! and до per 
cent would be ideal. The rate at which tax relief for 
any material loss has been calculated by a subsidia-y 
or associate company, where different, should also be 
given. 

(2) If any part of revenue is included net of соє- 
poration tax or net of income tax the amount should 
be stated. 

(3) For companies with transitional relief the 
amount of relief arising out of overseas profits should 
be stated as a minimum. However, for shareholders 
really to understand the new situation, pre-tax profits 
should be divided between home and overseas and 
the amounts of tax provided abroad and in the United 
Kingdom on overseas profits should be given separ- 
ately. 

() Companies are asked to state their liability, if 
апу, to additional tax arising from the provisions 5f 
section 83 of the Finance Act. 

(5) The nature of minority interests should be 
detailed. і 

(6) The make-up of thetax provision should be fully 
and clearly explained. In particular, the amount and 
handling of any tax deducted from dividends which 
need not, under the transitional arrangements, be 
paid to the Inland Revenue should be specified. 
It would also be helpful if dividends paid could be 
shown gross and net. The payment dates for tax 
should be given. Movements in the balance sheet 
within and between future tax reserves and tax 
provisions should be commented on and chairmen 
are asked to underline in their statements the implica- 
tions of the change in the tax system for the amount 
of tax likely to be рауаЫе – on, say, unchanged 
profits - over the next year or two. 

(7) Shareholders should be told as soon as ascer- 
tained whether their company is а ‘close’ company. 
Where in the directors! opinion a company is not a 
‘close’ company it would be helpful if this could be 
stated at once. 

(8) Companies which might reasonably be supposed 
by their shareholders to be investment trusts should 
say whether in fact they qualify as such for the pur- 
poses of the Act and the significance of this. 


Maintaining comparability before 
and after corporation tax 
(3) The Society believes that shareholders would 
welcome company estimates of the effect on profits 
cf the change-over to corporation tax. Analysts would 
certainly appreciate a one-year overlap which could 


Бе incorporated in the published records to provide a . 


Lridge. It therefore asks: 

(a) that companies when publishing their results for 
the last period ending on or before April 5th, 
1965, should include an estimate of the net 
distributable profit had corporation tax been 
applicable to that year’s profit; 

(Б) that companies which have already published 
their last results under the old tax system should 

' either publish such an estimate now or, par- 
ticularly if their next results are due shortly, 
should include with these next results an estimate 
of what net distributable profits would have been 
under the old tax system; 

(c) that the company statistical services should 
incorporate such figures into their records. 

This one-year ‘overlap’ is regarded as a minimum 
requirement since the incidence of initial and invest- 
ment -allowances, double tax relief, etc., make it- 
virtually impossible for the investment analyst to 
calculate the tax liability under the alternative system. 
Any additional information on these items is, of 
course, of great assistance. This will apply in future to 
any corporation tax paid on chargeable capital gains. 

(2) The normal measure of earnings (as a percent- 

aze of nominal ordinary capital) sais not be directly 
comparable before and after the tax change and a 
Lne must be drawn. In time a sufficient run of this 
ratio – new style — will build up for it to stand again 
cn its own. Meanwhile, where the bridge referred to 
above is provided by companies, or can be reliably 
estimated, equity earnings per cent before and after 
t3e change-over can be 'linked' to give continuity. 

Otherwise another measure, not in some respects 

s good but with virtues of its own, might be used by 
t30se interpreting accounts. This is pre-tax earnings 
zdjusted for minority interests and preference divi- 


~ 
E 


cends, expressed as a percentage of nominal ordinary ~ 


capital. Over a period these figures may have to be 
adjusted for capital changes. 

It would be helpful if companies could, at their 
convenience, incorporate this latter statistic in ten- 
year record tables with their annual report and ac- 
counts. 


+ 
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Weekly Notes 


THE NATIONAL ECONOMIC PLAN 


T their monthly meeting last week the Nationzl 
Economic Development Council examined the 
National Economic Plan and agreed that the projected 
growth of 25 per cent by 1970 was within the nation's 
capacity, though given the situation likely to exiet 
over the early years of the period, the achievement cf 
this objective will require a major national effort. Th= 
statement issued after the meeting described th» 
plan as a valuable analysis of the problems to bz 
overcome in achieving a growth in the nationel 
product of 25 per cent between 1964 and 1970. 

The statement stressed that the solution of the 
balance of payments is crucial to the achievement of 
more rapid expansion and, in particular, the export 
performance required to meet the objectives of th» 
plan is considerable and will require ап intensiv2 
effort by all concerned. 

The meeting which approved the plan was one o£ 
the shortest in recent months and the apparent ease 
with which agreement was reached undoubted! 
reflects the new conception of a national plan. M- 
Brown himself stressed that the plan sets out to 


. indicate weaknesses and obstacles and does noi 


4 


necessarily lay down mandatory targets for individual 
sections of industry. j 


THE OSSOLA REPORT 


Te еш last Tuesday of the Report of the 
Study Group on the Creation of Reserve Assetz 
under the chairmanship of Signor R. Ossola is an 
important prelude to the forthcoming discussions on 
the reform of the monetary system since it analyses 


-the technical advantages and disadvantages of the 


principal reform proposals which have been pu: 
forward. The group was composed of experts drawn 
from the competent ministries and central banks o2 
the group of ten countries participating in the 
general arrangements to borrow with the Inter- 
national Monetary Fund. 

The rro-page report makes no specific recom- 
mendations, partly because it was excluded by its 
mandate from doing so and partly because of impor- 
tant political differences of opinion within the groug 
of ten. The primary concern of the group was tc 
look into different means, other than new accruals of 
gold and reserve currency balances, of providing new 
or additional reserve assets to be available when the 
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need is felt. After examining in detail the principal 
proposals which have been made, the report records 
many divergencies of view on their implications 
which prevent the report taking the form of an agreed 
exposition of the elements necessary for an evaluation 
of the respective proposals. The group found, how- 
ever, that the differences confronting them reflected a 
range of views on four fundamental issues: 


- (i) the question of a link beiween gold and a new 
reserve asset, the closeness of that link and its 
effects on the existing system; 

(ii) the width of membership for purposes of 
management and distribution of the assets; 


(iii) the role of the I.M.F. as regards deliberate 
reserve creation; 


(iv) the rules for decision-making concerning the 
creation of reserve assets. 


The report, which is printed by the Bank of Italy 
in Rome on behalf of the Group of Ten, will be on 
sale at Н.М.5.0. later this month. 


THE QUEEN'S AWARD TO INDUSTRY 


ETAILS of the new Queen's Award to Industry, 

which had been foreshadowed by the Prime 
Minister in February last, were published last week.! 
The awards to mark indus- 
trial efficiency in exports 
and technology will be 
announced annually on the 
Queen's birthday, and 
British companies registered 
and resident in the United 
Kingdom who win the 
award will be entitled to 
use for a period of five years 
the emblem illustrated here, 
which was designed by Mr 
1966 Abram Games. 

The criteria for the award 
were settled by a committee under the chairmanship 
of the Duke of Edinburgh. They include a substantial 
and sustained increase in total exports or in the 
percentage of total export sales to total business over 
three years; a percentage of exports to total business 
which is considerably and consistently higher than 
the average for the applicant's sector of industry; a 
spectacular increase over a shorter period than three 
years; a break-through in a particularly difficult 
market; the greatest value of export sales by any 
group or company in any given year; a significant 
advance in the application of advanced technology 
to a production or development process in British 
industry and the production for sale of goods which 
incorporate new and advanced technological qualities. 





1 The Queen's Award to-Industry. H.M.S.O. Price 12 od. 
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CHURCHILL CROWN 


HE Chancellor of the Exchequer announced r in 
the House of Commons last week that a Royal 
Proclamation had been made laying down the design 
of the new Churchill Crown which is to be issued гп 
October and which will be available to the public as 
lega] currency. The new crown piece, which is 
illustrated below, bears the uncrowned effigy of the 
Queen with the Royal Style and Titles and the date 
2 on the ore while on the reverse side 
pears the e of Sir Winston Churchill and the 
ine : решо ше епу The Queen's effigy is that by Mrs 
Gillick which is depicted on all other denominations 
of the coinage; the effigy of Sir Winston is the wo-k 
of Mr Oscar Nemon. ` 
'This will be the first time that the head of a com- 
moner has been placed on a United Kingdom coin 5f 
the realm in addition to that of the Sovereign. It is 
also the first time thàt the head of a commoner, if 
Cromwell is excepted, has appeared on a coin of the 
realm since at least the twelfth century. 
Commemorative coins themselves are rarein Britain. 
There are some Anglo-Saxon and late Medieval coins 
which might be commemorative pieces though thay 
bear no inscriptions that connect them with вресіїс 
events. Coins of 1703 struck from bullion seized in 
Vigo Bay bear the word ‘Vigo’ and in a similar way 
some pieces of George II bear the word ‘Lima’. 
The crown piece has been the denomination chosen 
for more recent special issues. Thus there were 
strikings in 1935 for King George V’s Jubilee, in 1937 
for George VI’s Coronation, in 1951 for the Festival 
of Britain and in 1953 for the Queen's Coronation. 
'The first crown, a gold coin, was issued in 1526, 
though a coin of face value 5s had been briefly struck 
about sixty years earlier. The first silver crown was 
struck in 1551 and gold and silver crowns were 
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scruck concurrently until the middle of the seven- 
teenth century, w. the striking of gold crowns 
ceased. The crown was thereafter struck in silver 
until 1951 when the first issue following the 1946 


_Coinage Act was struck in ре 


A.B.C.C. MERCHANTING TRENDS 


INQUIRY 
HE latest Mercbanting Trends Inquiry con- 
ducted by the Association of British C rs of 


Commerce is not encouraging regarding future 
rospects. Compared with a similar survey 

in fa Api when confidence was already at a low ebb, 
aver a third of the merchants questioned were less 
cptimistic than they were and only a tenth reported 
tnproving prospects. Importers also expect some 
sackening in activity. More than half the respondents 
indicated that rising prices had been and are likely 
to remain the biggest obstacle to increased export 
sales, although quotas and import licence restrictions 
are a very close second. 

The only industrial group to report improving 
prospects were the chemical merchants and it is 

ossible that the low coverage of certain industries 
13 responsible for some distortion of probable trends. 
"һе report is based on the replies of 295 merchants 
with an estimated annual turnover of about £430 
тайор. The 252 exporters account for exports 
valued. at £276 million or 6} per cent of total United 
Kingdom exports in 1964, and the 136 importers 
for about £154 million or 3 per cent of total United 
Kingdom imports in 1964. ‘The respondents represent, 
however, 25 per cent of United Kingdom exports of 
textiles and clothing but only 5 per cent of engineering \, 
products and under 2 per cent of manufactured 
chemicals. 
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INQUEST ON THE DOCKS 


ГР findings of the Committee of Inquiry into 
the state of Britain's docks (Cmnd 2734, 
,.H.M.8.O., тоғ net) could hardly have surprised 


"f anyone who has followed the wearisome succession 


of labour disputes and read the recurrent protests 
from traders using the docks. The real problem, as 
Lord Devlin and his colleagues clearly realize, 18 how 
to achieve reforms so urgently needed for the sake of 
Britain's export drive in an industry in which em- 
ployer-labour relations are so unsatisfactory. Nor is 
the prospect enhanced by the dockers' traditional 
belief in solidarity in the face of changes which, they 


Р This is My Life... 


by An Industrious Accountant 
CHAPTER 289 


UR visiting auditors invited me to join them at 

dinner to celebrate their senior assistant’s 
achievement in passing his final. They were in riotous 
spirits . . . it put me in mind of my own celebration, 
which also was highlighted by food and drink. 

I was on the audit of a retail grocery shop in a small 
town in the Home Counties when Va inan news 
came, It was a prosperous little family affair rapidly 
making a fortune, owing to its proximity to a big new 
‚ housing estate, for the widow who owned it. A 
‘kindly old lady she was, who fed me sumptuously in 
the drawing-room where I worked. I remember she 
was ploughing back all the profits into endowment 
policies for the children, having a deep distrust of 
the stock exchange. I wonder how her prudence paid 
off, it being then the year before Munich. 

She had promised me an extra special treat for 
dessert — her own favourite, cooked by her own hands, 
and she presented it with beaming satisfaction. It 
was a tapioca pudding, of all things; my pet 
abomination ... all those horrible, bubbly little eyes 
...it was certainly not a dish worthy of a newly- 
qualified accountant. Still, I couldn’t hurt her feelings 
... coffee wouldn't come for a few minutes . . . there 
was just time to destroy the evidence; 1 promptly 
dumped the plateful in the fire. 

That was a blunder. The result was a horrible 
stench, thick fumes, and a sticky black crackling mess 
trickling lava-like into the grate. I was piling coal on 
.the mess with one hand and fanning the smoke with 
a draft balance sheet with the other, when she 
returned. She was quite hurt at my duplicity. Why 
don't we have elementary chemistry as a final exam 
subject? 

However, back in London that evening we cele- 
brated in style. After a few preliminary thirst-quen- 
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feel, may affect their future. The widely disparate 
experiences of the labour force under the existing 
arrangements make it abundantly clear that any major 
reform will not be ипіуегваГу acceptable and will - 
offer every opportunity for differences between the 
two major unions to be exploized. 

"There is little, if any, case гог nationalization; the 
docks can be operated on a = Шу commercial basis 
untrammelled by social consicerations. The primary 
objective is efficiency and it is here that the main 
problem arises. Will the dock labour force be pre- 
pared to renounce its restrict-ve practices as a quid 
pro quo for a guaranteed weekly wage and full employ- 


chers in the Strand, we four successful ones adjourned 
to a celebrated roadhouse some miles out. It was 
wickedly expensive, but funds were adequate; it was 
full of distinguished-looking company, but we ~ we 
were accountants. We maintzined our prestige by 
ordering only the best. True, Bill, our least inhibited 
member, showed a tendency to mutter about 'dainty 
dishes’ and to leer at the next table, but that wasn't 
unforgivable. Personally, I summoned the wine- 
waiter and told him that the Fouilly-fuisse was ‘off’. 
My companions eyed him superciliously; he brought 
another bottle. Even as I was pronouncing it ‘corked’ 
I had a sudden horrifying thought that maybe 
Pouilly-fuisse naturally tasted like that after Man- 
hattans and Martinis, I felt rather awkward trying 
to outstare the outraged head-waiter, so I compro-- 
mised by accepting the third bottle although it tasted 
just like its predecessors. 

Anyhow, we toasted our success in champagne 
and the surrounding diners gave us a round of 
applause. They were good-hurrouredly tolerant when 
we invited the prettier girls -o dance in the little 
centre space, and the bandleader even accepted Bill's 
suggestion that he should give the company a song. 
Bill had an excellent baritone and everyone joined 
in ‘Ramona’ and the ‘Melody of Broadway’. А 
ше blonde led him away affectionately to join 

er party and his happiness wes complete. 

Came the time to disperse. We ceased our soul- 
baring midnight discussion on immortality, war, and 
Hemingway. I beckoned the waiter for the bill and 
we reached for our wallets. “Your friend who sang 
left with the lady’s party’, said the waiter. He pro- 
duced a stupendous bill. “Не ordered four bottles of 
champagne for them, besides the brandies. I’ve 
put them on your bill as he -equested'. The head 
waiter stood listening. He didn’t stoop to comment 
but he smiled a smile of deep content, like Wellington 
when the Old Guard broke. 

Around us the deserted tables were being cleared, 
the lights going out, the gaety vanishing. Why 
didn’t we study budgeting for unforeseen shortfalls, 
or deficit accounting, or the approach to a composi- 
tion with reluctant creditors, while we were still 


solvent? What followed is too painful to recall. 
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ment? The committee's review of the problems of 
devising such a guarantee suggests that there is ample 
scope here for the services of management account- 
ants and work study specialists. Тћеу will also need 
the proverbial patience of Job. 


SECOND QUARTER COMPANY PROFITS 


HE accounts of 572 quoted companies appearing 

in the second quarter of 1965 have been analysed 
by the Board of Trade Statistics Division in its 
quarterly series of company firancial analyses. 'l'he 
Board of Trade Journal for Avgust 6th reproduces 
the results of that analysis covering just over a quarter 
of all companies engaged mairly in manufacturing 
and distribution in the United Kingdom. Gross 
trading profits at £1,147 million were 17 per cent 
higher than in the previous year, i.e. 1963-64, and 
this improvement maintains the upward trend of 
profits recorded in the accounts published in the two 
preceding quarters. 

All but two of the twenty-cwo broad industrial 
groupings into which the accounts are classified 
showed increased trading profits over the previous 
year. The largest increases were recorded by the 
vehicle industry (so per cent) and by the metal 
manufacturing group (28 per ceat). The increases for 
the other groups ranged from 5 to 23 per cent, but, 
in the case of shipbuilding and food, profits were 
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down on the previous year by 50 per cent and 3 p: 
zent, respectively. 

Gross income of the 572 companies defined : 
zrading profits plus investment and other incom 
was up by 15 per cent. The higher income wi 
reflected in larger appropriations, i.e. tax, depreci: 
ion, interest and dividends, as well as reserves, wei 
all higher. Depreciation plus allocation to reserve 
тозе from £467 million to £53c million and repre 
sented in both years 45 per cent of gross incom: 
Increased stockbuilding was a feature of the accoum 
published in the second quarter, stocks rising b 
105 per cent from £82 million to £168 million. ТЕ 
largest stock increases were recorded by companies i 
chemicals, vehicles and textile trades. 

There was a marked rise in capital expenditui 
relating to fixed assets from {£519 million to £55 
million, an increase of 8 per cent, thereby achievin 
the largest proportional increase recorded for tw 
years. There was, not surprisingly, a fall of £55 mi 
lion in holdings of liquid assets, which represents 
turn-round of £126 million compared with 196 
when the liquid resources of the same companie 
rose by £77 million. The shortage of funds was гле 
by an increase of £66 million in bank borrowin 
together with a rise of £18 million to £179 millio 
of new issues of shares and loans. Just over one-sixt 
of the new money was utilized for the acquisition ¢ 
subsidiaries. 





Finance and 
Commerce 


Corton Beach | 
HE key to the com ео in the accounts 
of Corton Beach (Holdings) Ltd, from which this 


week's reprint is taken, is in Note 2 to the balance 
sheet. In June 1964, Corton Beach bought the issued 
share capital of Scarborough Holiday Chalets (1957) 
Ltd through the issue of 959,000 Corton Beach 
ordinary 2s shares. In the following month an 
interest was acquired in Peep-O-Day Holiday Camp 
Co Ltd for £49,500. 

In September of last year іле company issued a 
writ against Mr Fred Colley, Mrs Dorothy Colley, 
Mr Derek Colley and Mr Leslie James More 
claiming a rescission of the sale agreement, and stock 
exchange dealings in Corton Beach shares were 
suspended. 

At the end of last June terms for the settlement 
of the High Court action were announced. 'T'he sale 


agreement concerning the Scarborough company wa 
rescinded. The company sold its interest in Peep-O 
Day to Mr Fred Colley for £49,500, the sum fo 
which it was originally acquired, and the Scarboroug 
vendors severed all connection with the Corto 
Beach company. 

Of the 950,000 Corton Beach shares originall 
issued under the Scarborough deal, 940,500 hav 
been cancelled. The 9,500 shares remaining i 
issue are the shares issued to Mr L. J. More unde 
the deal, Mr More having sold the shares on th 
market before the High Court action was begun. 


Pro-forma Accounts 


` Explaining the situation to shareholders, Mr S. В 


Hogg, F.C.4., chairman of Corton Beach, states tha 
Mr F. Colley has paid the company £11,750 of whic 
£2,137 10s will be used to pay up the 9,500 uncar 
celled shares. It is anticipated that the balance wi 
be sufficient to meet all the company's costs an 
expenses incurred or to be incurred in connectio 
"with the Scarborough acquisitions and the subsequer 
proceedings. 

Since the Scarborough acquisition was effectivel 
still in being at the end of the financial year o 
December 31st, 1964, the cost of the deals is show 
in the balance sheets but not the results or asset 
То clarify the position and to put the record straigt 
simply in terms of Corton Beach (Holdings) 'ез 
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Scarborough’, to use .stock-market parlance, a pro 
forma consolidated balance sheet of Corton Beach 
(Holdings) as at January rst, 1965, is included in the 
report and in the reprint. The pro forma balance 
‚ Sheet is on all fours with the December 31st, 1963, 
accounts, barring the addition of the £950 of ordinary 
capital. 

Current year business, Mr Hogg indicates, is not 
going too well. Advance bookings were 24 per cent 
down on 1964 and although steps have been taken 
to alleviate the position, the board’s opinion is that 
pre-tax profits will be about £5,000 down on the 
past year. If the position does not improve a reduction 
in dividend may have to be considered ‘having 
regard to the incidence of the new corporation tax’. 


403 
100 
05 





As at 3166 Decambor 1964 
£ 
213,750 
2,849 


Reduction 


At an extraordinary general meeting held immediately 
after the annual meeting on July 21st, special 
resolutions were put for the reduction of the com- 
pany's capital to £205,950, the reduction of the share 
premium account from {£118,750 to £1,187 тоз and, 
contingently upon the reduction of capital taking 
effect, for the increase of the capital to the former 
authorized amount of £300,000 by the creation of a 
further 940,500 ordinary shares. 

There is no present intention of issuing any of the 
940,500 shares, the increase following the reduction s 
being merely to avoid the loss of capital duty already 
paid. Shareholders are given the normal assurance 
that no new shares in the company will be issued 
во as to effectively transfer control of the company 
without their prior approval in general meeting. 

In the dividend resolution at the annual meetiag, 
the resolution, as a special resolution, stated that 
notwithstanding anything contained in the company's 8 
Articles of Association the dividend was to be paid “g 
оп 1,009,500 ordinary 2s shares (all the shares other 

the 940,500 shares rescinded). À note to the : 
meeting notice stated that the share certificates for 
the 940,500 shares had been ‘identified by suitable 
endorsement’. 


S. R. HOGG 
A. E. SHAW Y Directora 


NCRBASEINSHARECAPITAL |. 


Hollday Chalets (1957) Limited (since recovered) 


Expenses incurred ‘to date in connection with Scarborough 
COST OF THE ACQUISITION OF THE PEEP-O-DAY 


income Tax Recoverable .. 


Cash at Bank .. .. ae s 
AMOUNT OWING BY SUBSIDIARY COMPANY -Corton 


Dividend Receivable 
Current Account .. 


Shares at cost 


Shares at cost 


INVESTMENT IN SCARBOROUGH HOLIDAY CHALETS 
CARAVAN SITE NEAR SCARBOROUGH (since repald) 


CURRENT ASSETS 
Beach Holiday Camp Limited 


(1957) LIMITED (see note 2) - 


Beach Hollday Camp Limited 


INVESTMENT IN SUBSIDIARY COMPANY - Corton 


15,526 
10280 FORMATION EXPENSES 
— EXPENSES OF! 


1963 
£ 
340 

· 90 
11,655 
3,871 











Balance Sheet 











95,000 





No Disclosure 


All the facts of the rescission of the Scarborough 
deal are given and the mechanics of the operation 
shown, but the reasons for it are not. Mr Hogg sa 
that 'In view of tbe settlement of the action in the 
High Court your board does not propose to dis- 
close the grounds on which the action was brought’. 

Mr Hogg emphasizes, however, that before the 
Scarborough acquisition *the usual full accountants' 
investigation was made’ and ‘it was only as a result of 
information which the board received after the 
acquisition had been completed that it became 
necessary to seek rescission of the sale agreement’. 

Stock exchange business was resumed in Corton 
Beach shares on June 3oth, with business done in the 
shares at 25 ofd. The shares have since settled dawn 
in the market at 2s 44d. 


«each .. us 
hares of 2/- each (ses note 2) 


Share Premium Account 


(Saa note 2) 


Shares of 
nary 5 
Beach Holiday Camp Limited 
Current Account .. a 
Less: Dividend Receivable 
Й 


Unclaimed Dividen 


3,000,000 Ordinary Shares of 2/- each. .. 
Issued and Fully paid 
Bank Loan Account secured (since repaid) ` 


1,000,000 Ordin 
Proposed Dividend {net) 
s 


Accrued Charges 


980,000 Ordi 
AMOUNT OWING TO SUBSIDIARY COMPANY - Corton 


Authorised 
PROFIT AND LOSS ACCOUNT 
CURRENT LIABILITIES 


SHARE CAPITAL 


325 
7,656 
90 





£126,236 
—Á 


CORTON BEACH (HOLDINGS) LIMITED 
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CITY NOTES 


FTER а week's fitful fever about devaluation, 

the stock-markets have come out of their delirium 

and seem to be conscious of the point that devaluation 

is not on the Government's cards. Emphasis laid on 

the assistance available in the defence of sterling 

seems, for the time being at least, to have lowered the 
stock-market temperature to a more normal level. 

'The feverish buying of shares of companies with 
substantial overseas earnings has been replaced by a 
concentration of the investment view on the cost, in 
terms of industrial recession, of keeping the £ clear 
of devaluation. If the £ is not to be devalued then the 
stock-market must inevitably think in terms of the 
cost of its defence. 

On that basis the case for buying equities at the 
pone level of prices may still seem a reasonable one 

ut most buyers will probably prefer to see the 
autuinn out before putting such a view to the test. 
Clearly, however, the market is ripe for technical 
recovery and only a modest return of support would 
be needed to push prices ahead. 

If there is a recovery mood in the market, selling 
pressure is unlikely to develop. It could well prove 
that. last week's ‘devaluation’ tuyen may have done 
the right investment thing for the wrong reasons. 


+ * * * 


AE report by "The Group of Теп’ on their study 
f the creation of reserve assets (referred to in 
"Weekly Notes’ in this issue) was not expected 
to provide any hard and fast answer to the current 


problem of pressure on international currency 
lquidity. From that aspect the report fulfil ex- 
pectations. 

What the report does show is that, while there is 
general ag-eement that something new needs to be 
injected into international currency co-operation, there 
is not by any means agreement on the shape that the 
rew arrangements need to take. 

The exchange of views on these points does not 


seem to have taken discussion anywhere near a . 


solution 02 currency problems, nor indeed of what 
those problems actually are. 


\ 


Ф * * 


л S break from the Federation of , 


Malayea was immediately reflected in City c 


markets. Malayan tin and rubber shares were sharply 
marked down in price but on the London Metal 
Exchange the price of tin rose smartly. Nervousness 
in the stock and metal markets was understandable. 
Doubts concerning the stability of the political situa- 
tion in the Far East must persist for some time. 


* * * * 


R EDWARD HEATH has resigned his 

directorships in the Brown Shipley merchant 
banking group following his election as Leader of 
-he Opposition. Mr Heath was with Brown Shipley 
Detween 1949 and 1951 and rejoined the company 
zast October following the Conservative defeat in the 
Seneral Election. 


RATES AND PRICES 
Closing prices, Wednesda), August ТТ, 1965 
Tax Reserve Certificates: interest rate 28.11.64 34% 


Bank Rate 
Nov. a, 1961 6% Jan. 3, 1963 4% 
Mar. 8, 1962 54% Feb. 27, 1964 5% 
Mar. 22, 1962 % Nov. 23, 1964 7% 
Аргїї 26, 1962 ae June 3, 1965 6% 
Treasury Bills 
June4 £5 12: g aay Julyo — £5 118 99547, 
june 11 F 12: o99d% July 16 £5 тағ 463d% 
June 18 S IIS 9 -57d9 July 23 H тағ 6-87d9, 
June25 £5 тоғ rooad?, July 30 5 12s 7'174% 
July a £5 tos o66d% Aug. 6 £5 12s 514% 
Money Rates 
Day to day NET Bank Bills 
days 2 months 5%-6% 
ine Ту. 3 months 5 96 
3 mon 95 4 months 5-6% 
4 months 96 6 months 511-676 


Foreign Exchanges 
New York 2779] Frankfurt 11'20ф 
Montreal 3'01$ Milan 1744 
Amsterdam 10:04 Oslo 19:964 
Brussels 138:54. Paris 13:68 
Zopenhagen 19364 — Zürich 12:04. t 
Gilt-edged 
Zonsols 4% 5 Funding 3% 59-69 87i 


Savings 3% 60~70 


Conversion 5% 1971 915 reas. 51% 2008-12 
Conversion 34% 1969 Sot Treasury 5% 86-89 
Conversion 34% 53 Treasury 34% 77-80 72 
Funding 53% 82-84 B7} Treasury 34% 79-81 
Funding 4% 60-90 — 91% Treasury 24% 38 
Funding 34% 99-04 ul Victory 4% 95 
Funding 3% 66-68 War Loan 34% 52% 


August 14th, 1965 


August 14th, 1965 


* Current Law 


Warranty or Innocent Misrepresentation? 


B on behalf of himself or of B. Ltd, agreed to buy, 
„and S., on behalf of S. Ltd, agreed to sell, a 
second-hand Bentley car. S. without any foundation 
but, as the judge of the Westminster County Court 
. found, innocently, misrepresented that the car had 
done 20,000 miles only since it had been fitted with a 
replacement engine and gearbox. B. and B. Ltd 
brought an action against S. and S. Ltd for breach of 


warranty. 

., Тһе County Court judge held that'S.'s statement 
amounted to a warranty and that accordingly the 
plaintiffs were entitled to damages. The defendants 
appealed and in Dick Bentley Productions Lid and 
Another v. Harold Smith (Motors) Ltd ([1965] 2 АП 
E.R. 65) the Court of Appeal dismissed the appeal. 

Delivering the leading judgment, Lord Denning, 
M.R., said that if a representation was made in the 
course of dealings for a contract for the very purpose 
of inducing the other party to act on it, and it actually 
induced him to act on it by entering into the contract, 
that was prima facie ground for inferring that the 
representation was intended as a warranty. ЈЕ was 
not necessary to speak of it as being collateral. Suffice 
it that the representation was intended to be acted on 

- and was in fact acted on. But the maker of the repre- 

«< sentation could rebut this inference if he could show 

t it really was an innocent misrepresentation, in 

that he was in fact innocent of fault in making it, 

and that it would not be reasonable in the circum- 

stances for him to be bound by it. In the present case 
the inference was not rebutted. 


Executor's Right to Assets 


HE testator in Williams v. Holland and Another 
([1965] 2 All E.R. 157) left a house, subject to a 
mortgage, on trusts under which his four children 
were entitled to the proceeds of ваје in equal shares, 
but the plaintiff executor required the house for the 
of administration. The defendants were a 
daughter of the testator and her husband, who were 
at the testator’s death in possession of one room of 
the house and wished the executor to exercise his 
discretion under section 36 (10) of the Administration 
of Estates Act, 1925, to assent to the vesting of the 
house in the children subject to the mortgage. The 
“testator had died on June 218, 1961, and on Decem- 
ber 31st, 1963, the plaintiff gave the defendants notice 
to quit on February 3rd, 1964. The plaintiff obtained 
an order for possession from the judge of the West 
London County Court. 
Dismissing the defendant’s appeal from that order, 
the Court of Appeal found that there was no answer 
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to the executor’s claim, since ais power to assent was 
purely discretionary. The Court further held that 
the executor was entitled to mesne profits not, as the 
County Court judge had helc, from the date of the 
testator's death, but only frcm the date on which 
the notice to quit expired, since it wasonly on that date . 
that the defendants became trespassers: prior to that 
the testator's daughter was entitled to say that she 


. was a person who was, subject to the claims of 


administration, entitled in equity, under the trust for 
sale, to a quarter of the proceeds of sale and the rents 
and profits until sale. 


Deserted Wife: No Right Against Mortgagee 
HE decision of the Hous: of Lords in National 
Provincial Bank Ltd =. Ainsworth ([1965] 

2 All E.R. 472), marks the erd of а long and finally 
unsuccessful struggle by a deserted wife to retain 
possession of the former matr-monial home against a 
mortgagee. The earlier proeeedings have already 
been referred to in these colurans, and it is sufficient 
now to state as regards the facts that the husband 
after deserting his wife mort-aged the matrimonial 
home to a bank (which did notXnow of the desertion), 
and that the bank claimed possession of the premises 
after default had been made uader the mortgage. 

Allowing the bank's appezl from the Court of 

Appeal, the House of Lords foand that the rights of a 
wife in relation to the occupat on of the matrimonial 
home owned by her husbanc were personal rights 
against her husband, flowing Fom her status as wife, 
and did not confer on her anz equitable interest or 
right of property in the land, ror was she, if she lived 
in the matrimonial home, #=ге as her. husband's 
licensee. It followed that if : wife who had been 
deserted remained in possessia3 of the home she had 
no right, good against third parties such as а pur- 
chaser or mortgagee from hirr, to continue in occu- 
pation thereof, and those cases п which the rights of a 
deserted wife in respect of the зоте had been treated 
as running with the land wer: overruled. It further 


“followed that a deserted wife in occupation of the 


matrimonial home had not, by virtue of her position 
as a deserted wife, an oversiding interest within 
section 7o (т) (g) of the Land Megistration Act, 1925, 
which deals with rights in rezerence to land which 
have the quality of being capab e of enduring through 
different ownerships of the land, according to normal 
conceptions of title to real property. 


Extinguishment 5f Power 

IE Re Courtauld? Settlemen. Courtauld v. Farrer 

and Others ([1965] 2 All E.R. 544, note), the plain- 
tiff sought the approval of the Court under section 1 
of the Variation of Trusts Act 1958, of an arrange- 
ment which the plaintiff put forward on the footing 
that it extinguished a power which the plaintiff had 
under the settlement in quesion to appoint a life 
interest to a surviving wife: the extinction of the power 
increased the benefit to the pezsons on whose behalf 
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the approval of the Court to the arrangement was 
sought. The question arose whether the arrangement 
would have the effect of extirguishing the power 
without any express release. 


Plowman, J., said that he соја not decide that it 
did so, so as to bind persons who were not parties 
to the p ings, Dut he was satisfied that the 
chances of a possible future appointee of persuading 
a Court that the power of appointment continred 
were so minimal thet he could regard the benefit 
as established and approve the arrangement on that 
basis. The terms of -he arrangement made it clear 
that the plaintiff was raviting the Court to sanction an 
arrangement which created interests which were 
inconsistent with th» continued existence of the 
power. Plowman, J, decided that the question 
whether the plaintiff Had released the power by enter- 
ing into the arrangement would not arise because -he 
fact that he himself hzd propourded the arrangement 
was amply sufficient evidence of conduct on his 
part inconsistent wit: the continued existence of zhe 
power after the arranzement had been approved. In 
those circumstances his lordship approved -he 
arrangement. 
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Meaning of ‘Reasonable Income’ in Gift by Will 
“THE testator in Ке Golay, Morris v. Bridgewater 


and Others ([1965] 2 All E.R. 660) directed his 


2xecutors to let Т. ‘enjoy one of my flats during her + 


ifetime and to receive a reasonable income from my * 


3ther properties’. Considering whether the gift of 
-easonable income failed for uncertainty, Ungoed- 
Thomas, J., referred to two different classes of case, 


zhe one where a discretion is given to specified persons 
zo quantify the amount, the other where no such 


discretion is expressly conferred on any specified 
person. The present case was of the latter class. His 
-ordship found that the yardstick indicated by the 
zestator was not what he or any other specified person 
subjectively considered to be reasonable, but what 


ле identified objectively as ‘reasonable income’. The 
Court was constantly involved in making such objec- 


zive assessments of what was reasonable, and it was 
пої to be deterred from doing so because subjective 
influences could never be wholly excluded. In hist- 
Žordship’s view the testator intended by ‘reasonable 
income’ the 
would apply in quantifying the amount, so that the 
direction in the will was not defeated by uncertainty. 


yardstick which the Court could and 





Correspondence 


Letters must be authenticated by tke name and address cf 

the writer, not necessarily for publication. The Editor dees 

not necessarily agree sth, or hold himself responsible for, 
the opinions expressed, 


Profitability of Capital Projects 
Sm, – I would be grzteful if, tkrough your columns, 
any reader could assist in identifying and commenting 
on a method of calculating the >rofitability of capital 
projects which I have been usirg for some time. 

The method consists of arriving at the net cash 
flow of the project, year by year, over the life of the 
asset just as if one was about to do a discounted cash 
flow calculation. Instead, however, of the net cash 
flow being discountec it is invested at a predetermined 
rate of interest, cumulatively, with annual rests. At 
the end of the life of the asset the net cash flow plus 
the cumulated interest will amcunt to a certain sum, 
say, £1,000. 

This sum is then compared vith the capital cost of 
the project invested at the same rate of interest 
cumulatively for the same period. This second sum 
may amount to, say, £800. 

Two comparisons are then made; one, giving an 
index of profitability, is £1,000—{800=1-25; the 
other, showing the potential gain, is 21,000— £803 = 
£200, 


The rate of interest chosen is a matter of choice 


and may be, as Mr S. K. Steward, in the concluding 
part of his paper on “The profitability of future 
rapital projects’ (July 31st issue) suggests for the 
“present value’ method of calculation, related to the 
Bank rate, or the average rate of return that is accepted 
in the industry. 


The chief advantage of the method outlined above > 


is that most people understand return on investment 
and cumulative interest, whereas few people under- 
stand the concept of discounted cash flow. Other 
advantages are: ; 


(1) It recognizes that {1 earned today is worth 
more {т earned next year. (D.C.F. 
recognizes that {1 earned next year is worth 
less than {1 earned today.) ' 

(2) Depreciation is ignored. 

(3) The interest rate can be зееп to relate to another 
recognizable and accepted rate of interest. 

(4) No complicated calculations are involved and 
no graphs, interpolations or ready-reckoners 
are required to establish roughly what the 
‘return will be. ` | 


In my view, subject to there being no flaw in the 
reliability of the figures produced, the fact that the . 


basis of the calculations can be understood by most 
people makes it a better method of demonstrating 


the profitability of capital to management than 
D.C.F., and I would be glad to have the views of 


readers on this, 
Yours faithfully, __ 
NICODEMUS. 


August 14th, 1965 
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THE INSTITUTE OF CHARTERED 
* ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council heE 
on Wednesday, August 4th, 1965, there were present 

Mr Robert McNeil, President, in the chair; Sir Heng 
Benson, с.в.Е., Vice-President; Messrs J. Ainsworth, C.B.E . 
С. R. Appleyard, W. L. Barrows, Т. A. Hamilton Bayne _ 
J. H. Bell, Sir William Carrington, Messra С. Т. E 
Chamberlain, R. W. Cox, C. Croxton-Smith, W. C. 
Densem, S. Dixon, J. V. Eastwood, W. W. Fea, Sir Harol= 
Gillett, Bt, м.с., Messrs J. Godfrey, С. С. С. Goul. 
І. C. Hawkins, с.ве., J. S. Heaton, J. A. Jackson, A. WX. 
John, о.в.к., Н. О. Johnson, R. О. А. Keel, Sir Ма 
Lawson, С.В.Е., Messrs R, G. Leach, сва, R. B. Leech 
Sj M.B.E, T.D., E. N. Macdonald, p.r.c., R. P. Matthews, D. Є. 
Morpeth, W. E. Parker, с.в.к., S. J. Pears, Е. E. Pricc, 
Sir Thomas Robson, M.B.E., Messrs R. G. Slack, А. C. 
'Thomas, А, H. Walton, R. Walton, F. J. Weeks, E. F. С. 
Whinney, J. C. Montgomery Williams, E. К. Wright, SÈ 
Richard Yeabsley, С.В.Е. 


Accountants’ Liabilities to Third Parties – 
The Hedley Byrne Decision 


On the recommendation of the Parliamentary and Lav 
Committee, the Council approved for immediat= 
publication [see The Accountant of August 7th], 1 
statement, whose terms have been.agreed by Counsel, 
on the effect of the decision in Hedley Byrne & Co Ltt 
v. Heller and Partners Ltd (1963) on the liability o= 
accountants to third parties. A copy of the statemen= 
will be sent to all members of the Institute when the 
ré.next supplement to the Members’ Handbook is issuec 
for inclusion in Section S (miscellaneous technica 
statements). The Council is also taking steps to inform 
underwriters of the legal position as seen by Counsel 


‘Incomplete records 


The Council agreed that there should be circulated tc 
members with the next supplement to the Members 
Handbook ‘Notes ori the preparation and presentatior 
of accounts from incomplete records’ prepared by the 
Technical Advisory Committee. 


Union Européenne des Experts Comptables 


It was reported that Sir Thomas Robson, accompaniec 
by Mr P. Carrel (Under-Secretary), attended meeting: 
of the Executive Committee of U.E.C. in Paris or 
July 5th and 6th, 1965. 

'The inaugural meetings of the new standing technica. 
committees of the U.E.C. were also held. The following 
members of the Institute were appointed to represen- 
the Institute on certain of these standing committees 

Mr J. F. Shearer, О.в.., F.C.4. (Committee on Auditing) 
Mr G, B. Pollard, r.c.4. (Committee on External Financia. 
Reporting — Accounting Principles and Practice); Mr D. A 
Clarke, LL.B., Е.С.А. (Committee on Professional Ethics) 
Mr F, Clive de Paula, T.D., F.c.a. (Committee on Manage- 
ment Information Processing). 

Mr de Paula was elected Vice-Chairman of the 
Committee on Management Information Processing. 


Certificate in Management Information 


The Council decided to announce that it is intended to 
hold a study conference in Birmingham in April 
1966 in connection with the Certificate in Management 
Information. The conference will be designed to bring 
together lecturers in universities and colleges which are 
offering or proposing to offer courses for the certificate 
and members of the profession, in particular those con- 
cerned with the syllabus and structure for the certificate 
examination. 

Details will be available at a later date and invitations 
will be extended to those concerned. 


Teacher Training Course 
September 16th to roth, 1965 


The Council approved the following statement for 
publication: . 

‘A teacher training course is to be held at the Institute of 
Education of the University of London from September 
16th to 19th, 1965. 

"The course is intended to provide an introduction to 
teaching methods with particular reference to basic 
accountancy subjects and will be primarily of interest to 
those who have entered teaching recently or who are 
proposing to take up teaching full-time or part-time in the 
near future. It has been arranged following the success of 
the course on teaching methods held in April 1965 at 
Huddersfield. 

*Applications will be welcomed in perticular from teachers 
at colleges which are participating with district societies in 
the provision of courses and also from lecturers or potential 
lecturers not on college establishments who may be in- 
terested. 

‘Further details are available on request from the Insti- 
tute." 


Chairmen and Vice-Chairmen of Committees 


The appointment of the following chairmen and vice- 
chairmen of committees for the ensuing year was 
reported: 

Consultative аа of Members in Commerce and 


ndustry — 
Chairman, Mr S. Dixon; Vice-Chairman, Mr F. J. Weeks. 
Examinati 
Chairman, Mr J. A. Jackson; Vice-Chairman, Mr J. 
Godfrey. 


Library 
Chairman, Mr J. Н. Bell; Vice-Chairman, Mr С. С. С. 
Goult. 


Examination Results – May 1965 


It was reported that the results of the examinations 
held in May were as follows: 








Passed Failed Total 

Old Intermediate .. Ve 46 87 133 
Old Final .. vi ET 944 1,060 2,004. 
New Final, Part I .. 371 383 754 
1,361 1,530 2,891 


The names of the successful .candidates and those 
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placed in order of merit and awarded prizes were 
published in last week's issue of The Accountant. 


November 1965 Final Part II Examination 
General paper 


The Council approved the following statement for 
publication: 

‘In November 1965 ard until further notice the General 
Paper of the Final Part ЇЇ examination paper will consist of 
twelve questions. It will be divided into four parts each of 
three questions, Candidetes will be expected to answer five 
questions only: one question must be taken from each pert 
and the fifth question глау be taken from any part. Р 
marks for each question will be equal. 

"This information is in substitution for the reference to 
“6 to 10” questions appearing in the booklet General 
Information and Syllabus of Examinations.’ 


Registration of Articles 


'The Secretary reported the registration of seventy-nine 
articles of clerkship during June, the totsl number 
since January rst, 1965, being 1,133. 


Admissicn to Membership 


The following were edmitted to membership of the 

Institute: 

Jones, Marcus David, LL.B., A.C.A., a1965; 50 Havers 
Avenue, Walton-on-Thames. 

Kissane, Patrick Johr, A.C.A., a1965; c/o Thomson 
McLintock & Co, 33 Xing William Street, London EC4. 

Moffatt, Graham, a.c.a., 41965; 23 Brookhead Drive, 
Cheadle, Cheshire. 

Pilzer, Peter Jobn, a.ca., a1965; 3x Devonshire Plece, 
London Wi. 


Fellowship 


The Council acceded to applications from six associates 
_to become fellows under clause 6 of the supplemer.tal 
` Royal Charter. 


Members Cemmencing to Practise 


The Council received notice that the following mem- 
bers had commenced to practise: 


Anderson, Duncan Joan, A.C.A., a1964; *Strangwayes, 
Thomas & Co, 105 Hgh Street, Newport Pagnell, Bucks, 
Baldwin, Keith Farrer, 7.c.a., а1954; *Hudson, McMackin 
& Со, 87 Germain Street, " Saint John, New Brunswick, 


Barnes, John Down, M.A., A.C.A., a1959; Wheawill & 
Sudworth, 35 Westgete, Huddersfield. 

Blatcher, David, a.c.rt., a1964; Larking and Larkng, 
Cornwallis House, Pudding Lane, Maidatone, Kent. 

Brown, Claude Brownie, A.C.A., 41959; Nickson & Со, 
4. Leopold Grove, Blackpool. 


a Indicates the year of 1dmission to the Institute. 

aS Indicates the year of admission to The Society of 
Incorporated Accountants. 

Fitms not marked T or + are composed wholly of chartered 
accountant members of the Institute. 

+ Against the name of £ firm indicates that the firm though 
not wholly composed of members of the Institute, is 
composed wholly of chartered accountants who аге memzers 
of one or another of the three Institutes of charzered 
accountants in Great Britain and Ireland. 

* даа! the name of a firm indicates that the firm is not 
wholly composed of members of one or another of the three 
T of chartered accountants in Great Britain and 
Treland. 


THE 
ACCOUNTANT 


August 14th, 1965 


Buchan, Keith Bennett, A.C.A., a1960; Gane, Jackson, 
Nelson & Freeman, City Gate House, Finsbury Square, 
London ЕСа. 

Bullock, John, A.C.A., a1956; „оо Morrow & Co, 
4 Copthall Avenue, "Lon. on E 

Canneaux, Anthony Bradley, A ., а1961; tThornton 
Baker & Co, 13 Live ipo Gardens, Worthing. 

Chalmers, Norman Ashle › ACA, a1964; tTansley Witt & 
Co, 22/24 Ely Place, London E 

Coulton, Jack, ғ.С.А., 21937; J. B. ‘Boyd, Wrigley & Co, 
55 Brown Street, Manchester 2. 

Daly, Norman Brian, F.c.a,, aS1951; Charles Taylor & Son, 
186 Hammersmith Road, London W6. 

Dodson, Patrick Hugh, ACA 41965; Smith, Dodson & Co, 
11—15 Station Road, Kettering. 

Downey, Frederick John, А.С:А., G1958; T Thornton Baker 
& Co, 34 Ship Street, Brighton 1. 

‘Ilis, Jeremy Adam Hirst, A.C.A., a1961; 47 Hughenden 
Avenue, High Wycombe. 

Zngland, Gordon Edward Richard, A.C.A, а1964; Andrews 
& Co, 4. Cinema Buildings, Poole Road, Westbourne, 
Bournemouth. 

Znglish, David Edward, A.C.A., a1965; D. E. English & Co, 
9 Elmlee Close, Chislehurst, Kent. 
Freedman, Michael Gerald, a.c.a., 
Freedman & Co, 2 Highfield Avenue, London NW11. 
Freeman, Henry, F.c.a., 251953; "Porter, Evans, Freeman 

& Co, 17 Edwin Street, Gravesend. 

Fulton, Graeme Macdonald, a.c.a., a1957; Р.О. Box 190, 
Kingston, Jamaica, W.I. 

Harrison, Dale Conroy, A.C.A., a1962; 1 Lees Road, 
Mossley, Ashton-under-Lyne, Lancs. 

Zlickey, Thomas, a а1964; К. Hickey & Co, 
12 Greengate, Greenford, Middx. 

Hill, David Layland, a.c.a., aios: Wheawill & Sudworth, 
35 Westgate, Huddersfiel id. 

Hope, Gordon Murray, A.C.A., a1958; Thornton Baker & 
Co, 1 & 3 Stanley Street, Liverpool т. 

Howe, David Patrick Leonard, А.С.А., a1961; Curtis, 
J ишы, Cornwell & Co, Eagle House, St Stephens Street, 
Bristol 1. 

Hughes, John Roger, A.C.A. a1956; К. Н. Jeffs & Rowe, 
Scottish Legal Buildings, Market Street, Pontypridd. 

Hughes, Meirion Henry, A.C.A., a1961; Graham Раш & Co, 
10 Dunraven Place, Bridgend, Glam. 

Inwood, Kenneth Frank Henry, A.C.A., a1958; 72 Molesey 
Road, Hersham, Surrey. 

Johnson, Alan Read, РСА. 81949; Sydenham, Snowden, 
Nicholson & Co, 27 Martin Lane, Cannon Street, 
London EC4. 

Lawrence, Derek, F.c.a., 251924; Н. B. Lingard & Co, 

Eldon Place, Bradford x. | 
Шеу, Roger Ward, А.С.А., a1956; TLayton-Bennett, 
Billingham & Co, 23 Blomfield Street, London Wall, 
London WCa. 

“Littman, Anthony Frank, A.C.A., 21955; 114 New Church 
Road, Hove 3, Sussex. 

Lloyd, John David, a.c.a., a1958; Wheawill and Sudworth, 
35 Westgate, Huddersfield. 

“Martinez, Peter Joseph, F.c.a., 251954; ау & Martinez, 
23-25 Philips Street, Port of Spain, Trinidad, W.I. 

“Moore, Michael David, a.c.a., 41965 ; Kimberley, Morrison, 
Moore & Co, Midland Chambers, 47 Temple 
Row, Birmingham 2. 

Morris, Michael John, A.C.A., a1961; Emmanuel, Leigh & 
Co, 38 Great Portland Street, London Wi. 

Parrott, Keith Alan, A.C.A., 2.51957; 
Co, 17 John Street, Luton. 

Paul, David Graham, A.C.A., 41965; Graham Раш & Co, 
ro Dunraven Place, Bridgend, Glam. 

Peek, William James, Р.С.А., 21954; T Chalmers, Impey & 
Co, 17 Palmyra Square South, Warrington. 

Pearlman, David, B.A., в.8С.(ЕСОМ. ), A.C.A., а1964; David 
Pearlman & Co, 51 Windermere Avenue, London N Ni 
Prescott, Charles Russell, A.C.A., а1964; А. J. Eace & 

Co, 98 High Street, Sevenoaks, Kent. 
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Radcliffe, John, A.C.A., a1962; Richards, Russam & Со. 
Manor Buildings, 2 Manor Row, Bradford 1. 

Read, John Penwarden, a.c.a., a1957; R. H. March Son & 

: Co, Baltic House, Mount Stuart Square, Cardiff. 
M Robinson, Arnold, A.C.A., 41955; J. B. Boyd, Wrigley & Со. 
~ 55 Brown Street, Manchester 2. 

бейтап, Barrie, A.C.A., a1961; Martyn, Garrs & Co, 37 
Hainton Avenue, Grimsby. 

Shaw, Howard, a.c.a., a1960; Norman Potts & Co, Bar- 
clays Bank Chambers, 79 Market Street, Stalybridge. 
Cheshire, 

Sherrington, Howard Dudley, LL.B., A.C.A., 41958; 
TKidsons, Taylor & Co, 1 Booth Street, Manchester 2. 
Smith, Eric Tysoe, A.C.A., a1963; E. Т. Smith & Со, 

48 Chapel Road, Tadworth, Surrey. 

Sturt, Leslie John, F.c.a., aS1948; 56 Blurton Road, 
Clapton, London Es. 

Summerfield, Peter Geoffrey, A.C.A., a1962; Gane, Jackson. 
Nelson & Freeman, City Gate House, Е insbury Square. 
London ECa2. 

Swann, Derek Kenneth, A.C.A., a1960; Francis S. Clark 82 
Co, 67A Queen Street, Newton Abbot. 

Taylor, Ronald bg ed A.C. үз , 41964; Goorney & Taylor, 


51 Queen Street, B 
т Hereward, А.С.А., pr Campbell, Тош ти 
& Со, Dalton Chambers, 41 Јоћа Dalton Street, Man- 


' chester 2. 

Waterson, Brian Douglas, A.C.A., dios: Campbell, 'T'oulmir- 
& Co, Dalton Chambers, дт John Dalton Street, Man- 
chester 2. 

Whittaker, Donald James, icm a1957; Alliott, Vernor 
Smith & Co, 73 Basinghall Street, London ECa. 

Worger, Peter David, A.C.A., 21962; Simpson, Bendig & Co. 
287 Manningham Lane, Bradford 8. 


Re-admission to Membership 


Subject to payment of the amounts required by the 
Council, two former members of the Institute were 
re-admitted to membership under clause 23 of the 
supplemental Royal Charter. One application under 
еше 23 was refused. 

It was reported to the Council that the following 
"EM dmisdigpa made at the Council meeting on July 
7th, 1965, subject to payment of the amounts required, 
had become effective: 
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Bean, Hubert Kenneth, 4.8.4.A., a81953; Assistant County 
Treasurer, County Treasurer’s Dept, Shire Hall, Bedford. 

Halliwell, James Ernest Thomas, F.C.A., 21936; c/o Spring- 
master Corpn Ltd, P.O. Box 800, Salisbury, Rhodesia. 


Change of Name 


The Secretary reported that the following change of 
name has been made in the Institute’s records: 
Smith, Sydney Mackenzie, to Mackenzie Smith, Sydney. 


Resignations 
The Council accepted the resignations from member- 
ship of the Institute of: 


Hibbert, Fletcher, ¥.c.a., a1911; 21 The Green, Monton, 
Eccles, Lancs. 

Rosholt, Aanon Michael, Р.8.А.А., 251949; c/o Thomas 
Barlow & Sons Ltd, 33 De Beer Street, (P.O. Box 4862), 
Braamfontein, Johannesburg. 


Deaths of Members 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 


Mr William John Guy Abbott, r.c.4., Gloucester. 
» Henry George Barclay, F.8.A.A., Pretoria, South Africa 
», Edward James Bryden, F.c..a, "Bridport. 
» John Geoffrey Carter, F.C.A., Shrewsbury. 
» Conyers Seeley Cates, F.c.A., Guildford. 
» George Roland Dawes, F.c.a., Birmingham. 
» Albert Eric Ellison, J.P., F.C.A., 
» Edward Walker Hall, F. с. А., Worthing. 
» James Keetley, F.C.A., Nottingham. 
, Albert Henry Lee, F.c.a., London. 
» Thomas Gordon Wills "Luscombe, F.c.A., Newton 
t. ` 
» Clancy Horsfall McKnight, ¥.C.A., Sutton. 
» Grahame Temple Meller, с.в.к., Е.С. A., Horley. 
» Douglas Alfred James Monro, Е.С. As, Worthing. 
» Basil Percival Neate, F.c.a., London. 
» Thomas Hope Parker, F.C. a Bolton. 
» Leslie Shaw, Е.С.А. Manchester. 
» Joseph Stephenson, О.В.Е., F.C.A., Peterborough. 
» Leonard Joseph ‘Thompson, F. C.A., Leicester. 
» Charles Arthur Watson, B.A., F.C.A., Liverpool. 
» Richard Cobden Worthington, F.C. А., Blackpool. 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 
Finding and Decision of the Disciplinary Иона “ Council of the Institute at a hearing held on 
I7th, 1905. 


A formal complaint was preferred by the Investigatior- 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Sidney 
Callis and Owen Тћотав Kelaart Sela, both Associates 
of The Institute of Chartered Accountants in Englanc 
and Wales, had been guilty of acts or defaults dis- 
creditable to members of the Institute within the 
meaning of sub-clause (3) of clause 21 of the supple- 
mental Royal Charter in that being, during the perioc 
from March to October 1964, the only shareholders 
, and the only directors of a limited company they 





137 VICTORIA STREET, LONDON SWI 


JOHN FOORD & COMPANY 
REVALUATION OF ASSETS 


WORKS, FACTORIES, FLANT & MACHINERY, Etc. 


permitted the business of the said company to be 
carried on in an undesirable manner and/or took no 
steps to ensure that such business was not carried on 
in such a manner 80 as to render themselves liable to 
exclusion or suspension from membership of the 
Institute. The Committee found that the formal 
complaint against Mr Sidney Callis, a.c.a., and Mr 
Owen Thomas Kelaart Sela, a.c.a., had been proved 
and the Committee ordered that Mr Sidney Callis, 
A.C.A., and Mr Owen Thomas Kelaart Sela, A.C.A., both 
of 38 Russell Square, London МСт, be reprimanded. 






Telephone Victoria 2002 (3 Iines) 
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Findings and Decisions of the Disciplinary Comznittee эў the Council of the Institute at a hearing held on 
July 7th, 1965. 


Overdue Subscriptions 


'The Committee heard 143 formal complaints prefer-ed 
by the Investigation Committee each to the effect that 
the member concerned had failed to pay within four 
months of January rst, 1965, the subscription then due 
and payable by him so as to render himself liable to 
exclusion or suspension from membership. 'The 
Committee, having found the complaint proved in 
every case, 


(a) ordered that nineteen members be excluded from 
membership of the Institute. One member лав 
subsequently died. The names of the other 
eighteen members are: 


Thomas Michael Elwood Bryant, B.SC.(ECON.) Р.С.А., 
Sanctoria, Disergarh P.O., West Bengal. 

Charles Churchill Hutt Burnage, F.C.A., 120 Foxley Lene, 
Purley, Surrey. 

Reginald Henry Evans, F.s.a.A., Clos de la Source, St 
Brelade, Jersey. 

Norman Gough, В.С.А., Croft Close, 7 Roundcroft, Romiley, 
Cheshire. 

Michael Thomas Joseph Hodges, A.C.A, 18 St Anns 
Street, Salisbury, Wiltshire. 

David Seamus Dene Hutton, A.C.A., 271-279 Collins Street, 
Melbourne. 

Ernest Lawrence, Е.С.А., 27 St James Road, Surbiton, 
Surrey. 

David Don Macnaught, F.c.a., Craigmore, Hill Close, 

таме Noise ке Bee failnewydd, 
oseph Na T.D., F.C.A., Bodegroes Cottage, Е e 
Pwllheli, Caernarvonshire. 


George Methuen Parker, Е.8.А.А., P.O. Box 28, King” 
William's Town, South Africa. 

Donald Henry Pexton, ¥.c.a., 6 Warren Road, Purley, 
Surrey. 

Puthenpurayil Simon Rajan, B.8C., F.C.A, 8 Clive Row, 


Calcutta 1. 

John Bertram Roff, F.c.4., Flat 2, 167 Мышлу Road, Cardiff. 

Jack Rowell, M.A., A.C.A., 164 Oxford Road, Middlesbrough, 
Yorkshire. 

Leonard Stanley Sherburn, M.A., А.8.А.А., Via Turati 8, 
Milan. 

Afolabi Babajide Olayiwola Боде, B.A.(COM.), A.C.A., 139 
Brickfield Road, Ebute-Metta, Nigeria. 


Murugasu Thiagarajah, B.SC. (ECON.), A.C.A, 562-9 Galle 
Road, Colombo 3. 


Masud Zain, A.C.A., 6 Warrington Gardens, London Wọ. 


(b) decided that, of 124 members who had tendered 
the full subscription before the date of the hear- 
ing, twenty-two be reprimanded and ninety-six^ 
admonished and that no action be taken against 
six, and that there existed special circumstances 
which justified the omission of the name of the 
member from the publication of the finding and 
decision in each case with the exception of the 
following four members who were reprimanded: 


Chittajit Gupta, A.C.A., No. т Bungalow, Third Avenue, 


Evelyn Lodge, Asansol, West Bengal. 
Clifford Edgar T Levitt, Foa, 3B Upper Lindum Street, 
1nco. 


"Victor Neville Sanderson, F.C.A., Lanes Farm House, 229 
Loddon Bridge Road, Woodley, Reading, Berkshire. 
Roy Deiniol Youatt, F.C.A., 35 Pencraig, Llangefni, Anglesey 


MEMBERS’ LIBRARY 


The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
by purchase ста gifts are the following: 


Accounting for the Cost of Pension Plans; by E. L. Hicks. 
New York. 1965. (American Institute of Certified Puolic 
Accountants, presented.) 

Accounting for Murder; by Emma Lathen. 1965. (Gollancz, 


153. 

The Art of Judgment: а stu ay o! policy making; by Sir G. 
Vickers. 1965. (Chapman & Hall, 252. 

Articles of Partnership dated 12 r r, 1884. (G. E. 
Swithinbank and J. W. Innes). (Presented by P. Irnes 
Maslen, Е.С.А.) 

Automatic Data-Processing Systems: principles and pro- 
cedures; by R. Н. Gregory and К. L. Van Horn: second 
edition, (1963). (Chatto & Windus, 705.) 

The Bill on London. (Gillett Brothers Discount Co.): third 
edition. 1964. (Chapman & Hall, 252.) 

'The СРА Plans for the Future; by J. L. . New York. 

lic Account- 


1965. (American Institute of Certified Pu 
ants, $5.00.) 

À Dictionary of Modern English Usage; by H. W. Fowler: 
second edition by Sir E. Gowers. Oxford. 1965. 
(Clarendon Press, дй 

Electronic Computers; by S. Н. Hollingdale апа С. C. 
'Tootill. 1965. (Penguin, 7s 6d.) 

Fringe Benefits, Labour Costs and Social Security; edited 
by G. L. Reid and D. J. Robertson. 1965. (George 
Allen & Unwin, 482.) 

The General Counting House and man of business . . .; by 


W, Gordon. Edinburgh. 1766. (Sotheby's, £32). 

Glacier Project Papers: some essays on organization and 
management ...; by W. Brown and E. Jaques. 1965. 
(Heinemann, 3 5r) 

Insurance Company Investment: principles and policy; X 
С. Clayton and W. Т. Osborn. 1965. (George Allen 
Unwin, 36s.) 

Inventory of Generally Accepted Accounting Principles for 
Business Enterprises; by P. Grady. New York. 1965. 
(American Institute of Certified Public, Accountants, 
305.) 

Smoothing, Forecasting and Prediction of Discrete Time 
Series; by К. С. Brown. Englewood Сива, N.J. 1963. 
(Prentice-Hall, Воз.) 

*Spicer and Pegler's Practical Auditing; by E. E. Spicer, 
Е.С.А. and E. C. Pegler, F.c.a.: fourteenth edition by 
W. W. Bigg, F.C.4. 1965. (H.F.L., presented, 308) 

Stock Exchange Precedents for the professional; by Nealaw. ' 
(1965). (Straker Brothers, 525 6d.) = 

Telling the Company's Financial Story; by Le B. R. 
Foster. Princeton, U.S.A. 1964. (Financial Executives 
Research Foundation, 505.) 

Understanding Accounts; by К. S. Waldron, r.c.a. 1965. 
(Nelson, 185.) 


*This book has been presented to all district Society 
Libraries under the grant of books scheme. 
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* In Parliament 


National Savings 


Mr STRATTON M3LLS asked the Chancellor of the 
Exchequer if he will make a statement on the net dror 
in national savings from £72:8 million in the first 
fifteen weeks of the financial year 1964—65 to £2 millior 
in the same period in the financial year 1965-66. 

Mr MacDermot: The figures given by the hon. 
Member are correct. But I would point out to him that 
personal savings generally remain high. 

Hansard, Aug. 3rd, 1965. Written answers, col. 264. 


5. 


$ Exchange Control Regulations: 
Foreign Companies 
Mr ВАКМЕТТ asked the Chancellor of the Exchequer if 
he will consult other Governments with a view to 
preventing evasion of exchange control regulations by 
foreign companies. 
Mr MacDzrmor: There is a constant review of the 
exchange control regulations to prevent evasion, and I 
do not think that a new approach to foreign Govern- 
ments is necessary at this stage. 
Mr Barnett: Would my hon. and learned friend. 
agree that the circular which I sent him from a Danish. 
firm represents an incitement.to illegal evasion of 
exchange control, particularly the method of sending 
false invoices representing art textbooks, for example? 
Can my right hon. friend tell us whether he has any 
«evidence as to how widespread or otherwise 
practice might be or what action he is taking to stop it? 

Mr MacDermor: І am grateful to my hon. friend 
for having drawn my attention to the circular. I am 
not anxious to publicize the action which we are taking 
to deal with it. I have no information to indicate that 
this practice is widespread. 

Hansard, August 3rd, 1965. Oral answers, col. 1254. 


United States Controlled Companies: Funds . 


Mr WiwGrFIELD Плаву asked the Chancellor of the 
Exchequer what evidence he has of abnormal remission. 
or repatriation of funds to America by United States 
controlled companies operating here; and if he will 
make a statement. 

Mr CaLLAGHAN: Direct investment in the United 
Kingdom, most of which comes from the United States, 
was £13 million in the first quarter of this year, com- 
pared with an average quarterly rate of £45 million in 
1964, excluding ой. This reduction was largely in 
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reinvested earnings. Preliminary evidence suggests 
that remittances have returned to a more normal level 
in the second quarter. 

Mr Dicsy: Із not this a serious matter? Is it not a 
matter in which, although, as спе must recognize, the 
Americans have their own difficulties, the Government 
should make representations to the United States 
Government because they are giving us no help 
whatever? 

Mr CALLAGHAN: The hon. Member may assume that 
there are continual conversations about this matter. 
This is one of the difficulties which arises when count- 
ries that are in deficit, especially those which аге 
reserve currency countries, are pressed to solve their 
balance of payments problems. My right hon. friend 
the First Secretary wrote a letter to the chairmen of 
companies in this country asking them to remit from 
abroad earnings which they had there. This is one of 
the vicious circles from which the world must escape 
within the next few years if we gre to ensure that world 
trade and the world monetary system continue to 
support the needs of the people of the world. 


Hansard, August 3rd, 1965. Oral answers, col. 1258. 


Corporation Tax 


Mr Barnett asked the Chancellor of the Exchequer 
if he will give an estimate of the number of limited 
companies which he anticipates will not pay corpora- 
tion tax; and, assuming a rate of 40 per cent, how many 
he estimates will pay less than £1,000 in the first year. 

Mr Масрквмот : In round numbers, of the 480,000 
limited companies on the Board of Trade register, 
150,000 will, it is estimated, pay no corporation tax 
and a further 250,000 would be unlikely to be liable 
for more than £1,000 for the first full year if the rate 
were fixed at 40 per cent. 

Mr Barnet: Would not my hon. and learned friend 
agree that this is an indication of the exaggeration made 
by Conservative spokesmen throughout the course of the 
Finance Bill? Would he not agree that this indicates that 
the corporation tax gives every possible tax incentive 
to far and away the majority of companies, particularly 
those who plough back their profits for further growth? 

Mr MacDznMor: Yes, I fully agree. The figure of 
150,000 companies which are unlikely to pay tax not 
only includes the many companies which either have 
ceased to carry on business or have not yet started to 
do so, but also companies whose profits before depre- 
ciation are less than the capital aHowances that are due. 


Hansard, August 3rd, 1965. Oral answers, col. 1260. 


Stamp Duty 
Mr Бтваттом MiLLs asked the Chancellor of the 
асаа whether he is aware that the instrument ‘ 
securing loan stock in an unquoted company is exempt 
from stamp duty, but when a company is quoted on a 
stock exchange the rate Ђесоглег 25 6d per £100; and if 
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he will make arrangements for stamp duty to be payable 
when a private company acquires a stock exchange 
quotation and wishes the loan stock to be negotiable. 

Mr MacDznMor: Loan capitel duty is not charge- 
able in the case of a private company where the loan 
stock cannot be dealt in on a stock exchange in the 
United Kingdom, but I am advised that documents 
securing loan stock are liable to stamp duty under otner 
heads in the Stamp Act. The suggestion put forward 
in the last part of the hon. gentleman’s question wold 
require legislation. 


Hansard, Aug. 5th, 1965. Written answers, col. Ән. 
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Company Accounts: Disclosure of Information 


Mr Perry asked the President of the Board of Trade ' 


what plans he has for new companies legislation. 

Mr GREGORY asked the President of the Board of 
Trade whether he will make a statement regarding 
new companies legislation. 

Mr Jay: As a first step, with due regard to the recom- 
mendations of the Jenkins Committee, a Bill is being 
prepared for introduction at an early date primarily 
to provide for the disclosure of information in com- 
pany accounts. 

Hansard, Aug. 5th, 1965. Written answers, col. 407, 





New Legislation 


The date indicates when an Act received the Royal Assert 


STATUTES 
Chapter 12: Industrial and Provident Societies 
Act, 1965 
An Act to consolidate certain enactments relating to 
industrial and provident societies, being those enact- 
ments as they apply in Great Britain and the Charnel 


Islands with corrections and improvements made: 


under the Consolidation of Emactments (Procedure) 


Act, 1949. 
Price 4s net. June and, 1665. 


Chapter 13: Rivers (Prevention of Pollution) 

(Scotland) Act, 1965 
An Act to make further provision for maintaining or 
restoring the cleanliness of the rivers and other inland 
waters and of the tidal waters cf Scotland; to amend 
the Rivers (Prevention of Pollution) (Scotland) Act, 
1951; and for purposes connected with the matters 
‘aforesaid. 


Price rs 6d net. June 2nd, 1965. 


Chapter 14: Cereals Marketing Act, 1965 


Ап Act to provide for the establishment of a Home- 
Grown Cereals Authority, and to make provision as to 
the functions and finances of the Authority; and for 
purposes connected therewith. 


Price xs 9d net. June and, 1965. 
Chapter 15: Dangerous Drugs Act, 1965 

An Act to consolidate the Dangerous Drugs Acts, r951 

and 1964. - 

Price rs 6d net. June and, 1965. 

Chapter 16: Airports Authority Act, 1965 


An Act to provide for the establishment of a public 
authority with functions including the operation of 


aerodromes, for the transfer of certain aerodromes from 
the Minister of Aviation to the authority and fof 
matters relating to the authority and its functions. 


Price as 3d net. June and, 1965. 


Chapter 17: Museum of London Act, 1965 
„Ап Act to establish a Board of Governors of the 
“Museum of London; to transfer to them the collections 
of the London Museum and of the Guildhall Museum 
.and the benefit of certain funds; to define the functions 
of that Board, and to provide for purposes connected 
"with the matters aforesaid. 

Русе 1s ба net. June 2nd, 1965. 


Chapter x8: War Damage Act, 1965 


An Act to abolish rights at common law to compensa- 
tion in respect of damage to, or destruction of, property 
effected by, or on the guthority of, the Crown during, 
or in contemplation of the outbreak of war. 


Price 3d net. 


Chapter 19: Teaching Council (Scotland) Act, x965 


Ап Act to provide for the establishment in Scotland 
of a Teaching Council; to provide for the registration 
of teachers, for regulating their professional training 
and for cancelling registration in cases of misconduct; 
and for purposes connected with the matters aforesaid. 


Price 15 6d net. June 2nd, 1965. 


Chapter 20: Criminal Evidence Act, 1965 


An Act to make certain trade or business records 
admissible as evidence in criminal proceedings. 


Price 3d net. June 2nd, 1965. 


Chapter ar: Development of Inventions Act, 1965 


An Act to amend the Development of Inventions, Acts, 
1948 to 1958. 


Price 1s 3d net. 


Chapter 22: Law Commissions Act, 1965 


An Act to provide for the constitution of Com- 
missions for the reform of the law. 


Price 6d net. June x 5th, 1965. 
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| Notes and Notices 


PROFESSIONAL NOTICES 


Messrs Cooper BROTHERS & Co and СООРЕВЗ ш 
LYBRAND announce that they have opened an office et 
Р.О. Box 1003, 119 Gaya Street, Jesselton, Sabat. 
Malaysia. 


Messrs Cooper BROTHERS & Co and COOPERS се 
LYBRAND of Melbourne announce that they have takec 
into partnership Mr GEOFFREY WILLMORE CHENOWETE 
F.C.A.(AUST.), A.C.1.8. Mr CHENOWETH was formerly = 
partner in WrLsoN, DopsHUN & CHENOWETH whic. 
partnership was dissolved on June 30th, 1965. 

Messrs Davip Knorr & Co, Chartered and Incor- 
porated Accountants, have moved to 166 Piccadill- 

"London Wr. The new telephone number is Нус= 
*Park 9811. 


Appointments 


Mr W. D. Ashcroft, A.C.A., A.C.W.A., has beer 
appointed director and secretary of Colt Ventilation = 
Heating Ltd and W. Н. Colt (London) Ltd. 


Mr E. Moffat, F.A.C.C.4., has been appointed = 
director of B.R.S. Parcels Ltd. 


OBITUARY 
Joseph Stephenson, O.B.E., F.C.A., F.C.I.S. 


It is with regret that we record the death on July 176. 
at the age of 83, of Mr Joseph Stephenson, О.В.Е.,Е.С.А_ 
| весл.в., of Peterborough, the senior partner in the firrz 
`of Stephenson, Smart & Co, Chartered Accountants. 
Mr Stephenson went to Peterborough from York- 
shire in 1898 to join the firm in which the late Mr J. F. 
Smart was then principal, and in 1904 he was admitted 
to membership of the former Society of Incorporate ł 
Accountants. Apart from a break of two years i3 
London, Mr Stephenson spent the whole of ће 
professional career with the firm. 

Mr Stephenson was a member of the Council of th= 
Society of Incorporated Accountants for a number сї 
years and also served as President of The Chartered 
Institute of Secretaries in 1946, in which year he wes 
appointed High Sheriff of Cambridgeshire and 
Huntingdonshire. 

Outside his professional work, Mr Stephenson had 
many interests and was a member of the Peterborouga 
and Stamford Hospital Management Committee for 
very many years, being chairman for six years. In 
recognition of his public services he received th= 
O.B.E. in 1944. 


~ .ECONOMIC CONDITIONS IN SPAIN 


A further booklet in the 1965 series dealing with écon- 
omic conditions in member and associated countries 
of the Organization for Economic Có- -operation and 
Development has recently been issued covering Spain. 


Copies of the booklet. are obtainable from PME 


Stationery Office, price 55 each. 


CENSUS OF PRODUCTION FOR x965 


The Board of Trade announce that arrangements for 
the Census of Production to be taken in 1966 in respect 
of the year 1965 have now beer settled after consulta- 
tion with the Census of Production Advisory Com- 
mittee. 

'The census for 1965 will be on similar lines to the 
simplified census taken in respect of the year 1964. It 
will include firms engaged in manufacturing, construc- 
tion, mining and quarrying, and water supply. The 
questions asked will again relate only to capital 
expenditure and to stocks and work in progress. 
(Exceptionally, additional information about employ- 
ment will be required from the construction industry.) 

As for 1964, the regular returne from contributors 
to the Board of Trade’s voluntary monthly or quarterly 
inquiries into stocks and capital expenditure — now 
over two thousand drawn from the largest firms and 
covering about two-thirds of the total stocks and 
capital expenditure of manufacturing industry — will 
be supplemented by returns from some fifteen 
hundred businesses. Only tbe largest firms, not 
already voluntary contributors, wil be approached; 
not many businesses employing rewer than five hundred 
persons are likely to be asked to make returns. 

In order to*make possible th» provision of separate 
figures for Scotland and for Wales, additional returns 
will be required and firms employing over two hundred 
persons in these countries will be approached. 


AN HONOURS DOUBLE 


As announced in last week's iseue of The Accountant, 
Mr C. O. O. Oyediran, of London, took First Place in 
the May 1965 Final examinatior (Old Syllabus) of The 
Institute of Chartered Accountants in England and 
Wales, and was awarded the. Institute Prize, the W. B. 
Peat Medal and Prize and tne Plender Prize for 
English Law Part I. 

It is interesting to record that he was articled to Mr 
D. C. Hobson, M.A., F.C.A., а partner in the firm of 
Cooper Brothers & Co, who wes placed first in order ` 
of merit in the November 1949 Final examination. 
Mir Hobson was awarded the Institute Prize, the Walter 
Knox Scholarship, the Frederick Whinney Prize, the 
O. C. Railton Prize and the Pler.der Prizes for General 
Financial Knowledge and for Advanced Accounting 
Part I. 


MANCHESTER SOCIETY OF CHARTERED 
ACCOUNTANTS 


Certificate in Management Information Course 
The Education Committee of the Manchester Society 
of Chartered Accountants have announced that an 


oral tuition course to prepare candidates for the first 
examination for the Certificate ‘п Management Infor- 


- mation due їо be-held in October 1966, is to com- 
- mence at the Manchester College of Commerce on 
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September 28th. The course, which will take place on 
'l'uesday and Wednesday evenings each week, will 
conclude on May 18th next year and is as follows: 
Tuesdays 
6—7.30 p.m.: Design of systems and data processing. 
7.30—9 p.m.: Business organization and administration. 


Wednesdays 

6—7.30 p.m.: Financial management and the use of 

ондап information. 

7.30-9 p.m.: The use of analytical and statistical tech- 

niques in providing management information. 

'The course is available to all members of the Society 
and those wishing to attend should apply for an 
enrolment form to the assistant secretary of the Society, 
46 Fountain Street, Manchester 2, at an early date. 


Students! Lecture Programme 


As a result of falling attendances at lectures in recent 
years, the Education Committee of the Manchester 
Society of Chartered Accountants have announced that 
the Thursday evening weekly syllabus lectures given 
at the Chartered Accountants! Hall, Manchester, and 
the Manchester Chamber of Commerce have been 
discontinued. A series of day-release courses will, 
however, be held in collaboration with the Manchester 
College of Commerce, and details of these courses, 
which will be held at the College, are available from 
the Head of the Department of Professional Studies, 
Manchester College of Commerce, 103 Princess Street, 
Manchester т. 


Full-time day courses will also be available at the 
Manchester College of Commerce as follows: 
Introductory Courses: 

, September 27th to October 15th, 1965. 
November 22nd to December roth, 1965. 
February 2181 to March 11th, 1966. 

Pre-Intermediate Revision Courses: 
January 17th to February 4th, 1966. 
June 13th to July rst, 1966. 

Pre-Final Part I Revision Courses: 
October 25th to November 12th, 1965. 
April 25th to May 13th, 1966. 

Pre-Final Part II Revision Courses: 


October 25th to November 12th, 1965. 
April 25th to May 13th, 1966. . 


Week-end Residential Courses 


In addition the Education Committee proposes, if there 
is sufficient demand, to arrange four week-end resi- 
dential courses at Lyme Hall during the 1965-66 
session. 'l'hese courses, which are for Final students, 
will deal with specified subjects and will be designed as 
instructional rather than revisional. The first of these 
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will be held on September 11th and 12th, and will cover 
zertain difficult aspects of taxation, consolidated 
accounts, executorship and Companies Act require- . 
ments. Depending on the demand for this form of tui- 
zion, further week-end courses may also be arranged int 
January and May next year. 

As well as the four proposed week-end residential 
zourses, two five-day residential revision courses are 
to be held at Lyme Hall, from September 27th to 
ra rst, 1965, and from March 28th to April rst, 
1966. 

Students wishing to ettend any of the above courses 
should apply for enrolment forms to the assistant 
3ecretary, Manchester Scciety of Chartered Account- 
ants, 46 Fountain Street, Manchester 2. 


ORGANIZATION AND METHODS 
CONFERENCE ` 


The third national О. &. M. conference is to take place 
3n London at the Shell Centre from October 7th to 8th, 
two of the sponsoring bodies being The Institute of 
Municipal Treasurers and Accountants and The 
Institute of Office Management. Subjects and speakers 
will include “The accounting profession and manage- 
ment consultancy’, by Mr R. L. Barrington, a.c.a., 

A.C.W.A., Chairman, Organization and Methods 
Society; ‘Profitable applications’, by Mr R. A. Ward, 


ч 


: Head of Operational Research, Royal Institute of Public . 


Administration, and 'Attitudes to change' by Mr 
W. L. T. Isbister, consultant psychologist. 

Further information regarding the conference is 
>btainable from the conference secretary, Mr M. C. 
Thompson, B.A, M.I.W.S.P., British Railways Board, 
222 Marylebone Road, London NWT. 


NATIONAL ASSOCIATION OF 
INVESTMENT CLUBS 


"The National Association of Investment Clubs will be 
the organizing hosts for an International Convention 
of the World Federation of Investment Clubs.to be 
beld in London next year from August зга to 7th. 

The main theme of the convention will be ‘Success- 
ful club operation’ and the Association is organizing a 
programme which will include addresses by leading 
authorities on subjects of importance to investment 
clubs, discussions on problems and progress in various 
countries, and an interesting social programme. 

A large delegation from the United States is ex- 
pected, and smaller delegations from Canada, Ireland, 
Holland and other European countries, with repre- 
sentatives and observers from a number of interested 
countries. 
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Good Work 

URTHER researches by the Practitioner Enquiry Committee 
Е: The Institute of Chartered Accountants in England and 
Wales disclose that, apart from the overriding importance 

of the quality of services provided to clients, the most vital factor 
affecting the 2rofitability of a professional practice is organization 
and managereent. In reaching this view, the Committee was aided 
by data, rece-ved from members of the Institute in 1962, relating 
to gross fees. expenses and net income, and dissected both geo- 
graphically amd according to the size of practice. Tabulations were 
made to sho the good performance of practices (covering sole 
practitioners = firms with up to nine partners) grouped in districts 
and in various gross fee ranges from under £2,000 to over £200,000. 
The object o7 the exercise was to define "levels of good perform- 
ance’ with waich practitioners could compare their own results. 
The ratio edopted to determine what was a reasonable measure 
of performarze was the ‘percentage of net to gross income’, on 


the assumption that practitioners should strive to obtain the 
maximum nef yield from fees. Additionally, the calculation has 


the merit of simplicity. although the Council emphasizes that such. 


important factors as the quality of services provided to clients and 
the contentrzent - which practitioners and staff derive from 
satisfied clients cannot be quantitatively measured. 

Among the general conclusions arrived at by the Committee 
is the unpalatable one that immediate. drastic action is required 
to raise the ret income of many practitioners in the lower gross 
fee ranges ac even the rewards at good performance levels are 
often inadeqrate to cover the labour, skill and capital being de- 
ployed. It folbws that, in some cases, the salar-es of staff, including 
articled clerks, are regrettably low. 

The Comm ее suggests four remedies — a revision of fee rates ; 
the reorganization of work loads, audit programmes, etc., in order 
to cut down staff costs; the extension of services to be offered and 
a reappraisal 5f existing services which may be unprofitable; and 
the possible xmalgamation of practices or о: certain services to 
save overheacs. The closing comment of the Committee is that it 
does not follaw automatically that because gross fees increase as a 
practice expaads, net income rises proportionately. In some cases, 


until additionzl staff taken on to cope with th» extra work is fully 


utilized, there may actually be a reduction m net income. This 
situation demonstrates the importance of the cpening observation, 
well worth reseating, that the most vital factor affecting the finan- 
cial profitabixty of a professional practice is organization and 
management. Е - 
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CAPITAL GAINS TAX 


Computing the Gain - II 


mentioned last week the prohibition, 
contained in paragraph 5 (x) of 
Schedule 6 to the new Finance Act, 


on the deduction of certain expenses. This 
prohibition applies equally where the allowable 
amount falls to be allowed for income tax pur- 
poses by way of discharge or repayment of tax. 
The sub-paragraph actually says ‘discharge of 
repayment of tax’ but this is apparently a mis- 
print which has persisted since the Bill was first 
printed. It is to be observed that the sub- 
paragraph does not specify that the profits etc. 
in question must be the profits of the person 
assessed to capital pains tax; they can be any- 
body’s profits. 

The general purport of paragraph 5 (1) of 
Schedule 6 is perhaps unexceptionable bearing in 
mind that paragraph 2 (1) excludes from the 
consideration any receipts which are charged to 
income tax. However, paragraph 5 (2), which is 
expressed to be without prejudice to paragraph 
5 (т), goes much further. Broadly speaking it 
prohibits the deduction of expenditure which 
might have been allowable for income tax pur- 
poses if there had been a trade. The precise 
definition of the disallowed expenditure is: 

‘any expenditure which, if the assets or all the 

assets to which the computation relates, were, and 

had at all times been, held or used as part of the 
fixed capital of a trade the profits or gains of which 
were (irrespective of whether the person making 
the disposal is a company or not) chargeable to 
income tax would be allowable as a deduction in 
computing the profits or gains or losses of the trade 
for the purposes of income tax’. 
The words in brackets no doubt have regard to the 
fact that a company is not in any case charged to 
income tax on the profits of its trade. Whether 
the words achieve their object is doubtful. 

The hypothesis that the assets ‘had at all times 
been held or used as part of the fixed capital of a 
trade’ was perhaps introduced in order to fore- 
stall an argument that the expenditure might in 
any case have been disallowed under the Law 
Shipping principle. Here again it is doubtful 
whether the draftsman has achieved his object. 
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A. trade can exist independently of the people 

for the time being carrying it on. The capital 

gains tax provisions do not incorporate section 19 

of the Finance Act, 1953, which, on a change of 

ownership, requires it їо be assumed that one 

trade has ceased and another begun. Nevertheless, · 
in deciding whether or not certain expenditure 

would be deductible for income tax purposes, 

one must know whether or not it would survive 

the test applied in Bidwell v. Gardiner (39 

A.T.C. 83). This case established that whene* 
section 19 deems the trade after the change to 

be a new and different trade, then that deeming 
provision affects not only basis periods but also 

the deductibility of expenses. 

If a person acquired a business including capital 
assets to which the vendor's title was defective, 
then his expenditure on establishing his title 
would be disallowed on the Bidwell principle. 
Therefore it is arguable that the hypothesis in 
paragraph 5 (2) does not prevent the deduction 
of such expenditure on assets which are not in 
fact used for business purposes. Otherwise it is 
difficult to see how the taxpayer can ever get any | 
benefit from expenditure on establishing his title. 

Paragraph 6 (1) cuts down the paragraph 5 
prohibition as regards expenditure in respect of 
which a capital allowance or renewals allowance 
‘is made’. On a strict reading, this would not 
prevent paragraph 5 (2) from excluding such 
expenditure where no trade, profession or voca- 
tion was in fact carried on with the assets. 

‘Capital allowance’ means: 

(a) any allowance under Part X or Part XI of 
the Income Tax Act, 1952, other than an 
investment allowance and other than an 
allowance under section 314 (maintenance 
of agricultural land); 

(6) sea wall relief under the Finance Act, 
1963, Schedule 4, paragraph 16; and i 

(c) deductions for cemeteries under the Finance 
Act, 1954, section 22 (paragraph 6 (4)). 

‘Renewals allowance’? means a deduction 
allowable in computing profits of a trade etc. by 
reference to the cost of acquiring an asset for the 
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purposes of the trade etc. in replacement c? 

another asset. For the purposes of the schedule = 

renewals allowance is to be regarded as a deduc- 

zè” tion in respect of expenditure on the old assez, 
although of course in fact it is expenditure oc 
the new asset (paragraph 6 (5)). 

Now although paragraph 6 (т) cuts down += 
prohibition in paragraph 5, it is only a limite- 
cutting down. Although capital allowances an- 
renewals allowances do not forfeit a deductio- 
made in computing profits for capital gair= 
purposes, the computation of losses must ђе 
restricted. Before dealing with this restriction it € 
as well to recall that clause 23 (1) provides tha 
losses shall be computed in the same way as = 
gain 'except as otherwise expressly provided. 
Such express provision is paragraph 6 (2) d 
Schedule 6 which prohibits the deduction сї 
expenditure to the extent to which any capitel 
allowance or renewals allowance has been, o- 
may be, made in respect of it. 

Paragraph 6 (3) imposes a further and тог= 
sophisticated restriction. This arises from thre= 
provisions in the Income Тах Acts under which з 
transfer is treated for capital allowance purposes 
as made at the income tax written down value. 
The first provision is in paragraph 4 of Schedul= 
14 to the Income Тах Act, 1952, and deals with 

Sales between persons in common control. Тћ= 
"other two are in paragraphs 6 and 7 of Schedule = 
to the Finance Act, 1952, and deal with transfers 
of machinery and plant. They give an option te 
adopt the written down value, in certain circum 
stances. It follows that in such cases no balancing 
charge is made on the transferor. Paragraph 6 (3 
seeks to restore the position by providing that anx 
allowance made to the transferor shall be deemec 
for paragraph 6 purposes to have been made tc 
the transferee, i.e. to the person now making the 
disposal. However, if under those provisions o: 
1952 a loss of the transferor has been restricted 
then to that extent the allowances made to bim 
are not deemed to be made to the transferee 

Now there may have been a chain of transfers 

е which fell within those provisions of 1952, anc 
,the person now making the disposal may be the 
“last transferee in that chain. Paragraph 6 (3° 
directs that one must look through that chain 


so that allowances to transferors further back in. 


the chain are brought into account against the 
person now making the disposal. 


THE 
ACCCUNTANT 


235 


Capital allowances made by reférence to the 
event which is the disposel giving rise to the 
capital gains computation must be brought into 
account. By the same token, any balancing 
charge to which effect has been given (or is to be 
given) by reference to the disposal (or any 
earlier event) must be deducted from the capital 
allowances. Where there would have been a 
balancing charge on machinery or plant, but it is 
avoided by exercising the option to set off the 
surplus proceeds against the expenditure on the 
new plant, then the surplus so set off is to be 
treated as though it were a balancing charge 
(paragraph 6 (6)). It is to be kept in mind that all 
these adjustments under paragraph 6 apply only 
to the computation of a loss, and not to the 
computation of a gain. 

Any expenditure which Баз been or is to be 
met (directly or indirectly) эу the Crown ог by 
any Government, public or local authority is 
excluded from a computation of capital gains or 
losses. This is so even if the public or local 
authority is outside the United Kingdom (para- 
graph 17). Another paragraph (paragraph 12) 
specifically prohibits the deduction of any 
premiums or other payments made under a 
policy of insurance of the risk of any kind of 
damage or injury to the asset, or its loss or 
depreciation. This is so notwithstanding that 
section 3 (3) (5) of the Act specifically provides 
that where capital sums ar2 received under a 
policy of insurance insuring such risks, the asset 
in question is to be treated as disposed of. 
However, this provision is subject to modifica- 
tion under paragraph 13, which was introduced 
at the report stage in view of severe criticism 
of the unfairness of the original provisions about 
insurance. 

Section 22 (2) of the Finance Act says that 
references in Part III of the Act to a disposal of an 
asset include (except where the context otherwise 
requires) references to a part disposal. There is a 
part disposal where an interest or right in or over 
the asset is created by the disposal, as well as 
where the interest or right exists before the 
disposal. Finally, there is a general provision 
in section 22 (2) (b) that where, on a person 
making a disposal, any description of property 
derived from the asset remains undisposed of, 
then there is a part disposal. These provisions 
clearly add new complexities to the difficulties of 


236 


computation. Paragraph 7 of Schedule 6 attempts 
to deal with this problem. 

Where there is a part disposal, the sums which 
under paragraph 4 (1) (a) (6) are attributable to 
the complete asset are to be apportioned, both 
in relation to the gain on the part disposal, and 
in relation to subsequent disposals. Here para- 
graph 7 (2) plunges into algebra. One must value 
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the property remaining undisposed of; this is 
zalled ‘A’. The consideration for the part disposal 
is called ‘B’. Tue proportion to be taken of the 
expenditure is x75 y The balance of the expendi- * 
rure will then be attributed to the property 
undisposed of; notwithstanding, of course, that 
its market value may change. 
(To be continued.) 


Accountants on Holiday 


by RONALD SHERBROOKE-WALKER, C.B.E, T.D., D.L., F.CA. . 


| UR research department has been busy 

on the subject of accountants and holidays 

for many years and the result of their 
investigations can now be revealed to an expectant 
world. 'T'hey are a splendid team who have never 
spared themselves in their careful and per- 
tinacious inquiries and thanks are due to hundreds 
of professional accountants up and down the 
country who have responded. 

The first problem to be solved was, Do 
accountants take annual holidays? The answer is 
that nearly all of them do. But there is a lunatic 
fringe whose red-rimmed eyes peered wearily 
at our investigators over a rampart of papers as 
they boasted half-defiantly that they had not had a 
holiday for years. “Гоо busy to get away, old 
boy.' We tip-toed sadly out of their offices hoping 
that in the course of time a consortium of wives 
and partners would knock some sense into them. 
Poor, foolish, conceited men. As though nobody 
else can hold the fort or clients who take holidays 
themselves be made to wait! But the ninety and 
nine do get away, so let us consider them. , 


The Knowing Ones 


Where do they go? All over the place, like 
everyone else. From the Outer Hebrides to 
Cornwall, from Norway to Morocco, from 
Yugoslavia to Spain; by sea, by air, by car. It all 
depends upon the individual and/or his wife and 
his domestic situation. Young families dictate 
Little Puddlecombe-on-Sea with its miles of 
sandy beach, but the knowing ones park the 
children with grandma for a week in the early 
summer and husband and wife kick up their 
heels unencumbered in France for ten days. It 


is curious, though, how many forgo the change 
and stimulation of exploring new places and go 
year after year to the same spot, spending their 
entire holiday playing golf, which also seems to 
be their sole recreation at home. They miss a lot 
except the accumulation of a fund of stories about 
that long putt on the thirteenth and how they 
did the eighteenth in one, or whatever it was. 


What do they think about on holiday? A. 
worries about what is going on at the office 
while he is away. Can Smithers cope with that 
tax case? Fletcher is sure to make a mess of that 
investigation. Somebody will forget to do some» 
thing in spite of careful instructions. B. puts 
the office right out cf his mind and relaxes in the 
enjoyment of new scenes, new food and new 
smells. C. thinks only of his small battery of 
cameras. D. thinks about golf. E. thinks about 
nothing. 

What do the fellows eat? Is there a special 
holiday diet for accountants? No. Some go in for 
the foreign fancies — ‘try anything once’ ~ 
bouillabaisse, liebre casarola, and queer con- 
coctions listed on the menu in faint violet ink, 
and after a few days their tummies protest and 
their wives, of course, say, ‘I told you so’! Others 
play for safety and live on steaks, and eggs and 
bacon. Most of them are sensible about their 
drinks and stick to the wines of the RU 
Whisky is too expensive anyway. 


Surely for reading matter they load dide 
baggage with technical tomes — Snooks on Income 
Tax, Smith's Audits, treatises on data processing 
and the like? Not a bit of it. Half a dozen paper- 
backed shockers see them through. An accountant 
is a man under the skin. 
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And what do accountants look like as they 
recline on the terrasse sipping their vermoutE 
or inspecting the cathedral? Black jacket and ves- 
"striped vicuna trousers, slide-rule sticking oux 
of pocket? Does an observant foreigner nudg= 
his companion with, ‘Pst! That man, he is ас 
accountant’? No, my friends, there is no potter= 
thumb. An accountant on holiday, or indeec. 
at any other time, looks like any lawyer, docter 
or bank manager. 


Coping with Currency 
Lastly, we come to a sphere in which th= 
accountant must surely stand out on holiday, 
towering above his fellows. In his ability to cops 
with foreign currency ~ mere child's play to Ып. 
Not so, as nearly all our continent-trotting quiz- 
) fodder confessed, somewhat pink of face. They аг= 
‘no better at it than anybody else. Hear one ot 
them, a competent and experienced man, a lead- 
ing light in the profession, to whom the merge- 
of two giant companies with a vendetta betweem 
the respective boards is as naught. A horribl- 
business, he told our investigator — it made оп= 
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wonder if it was really worth going abroad. 

Before setting forth he made out a pocket 
conversion table on a postcard but he could 
never find it when needed. Seventeen hundred 
and forty lira to the f. One lire worth +138d. 
Looked simple on paper bat when the heat is 
stifling and you’re encumbered with impedi- 
menta as you pay off your taxi at the station, 
cut for time, what tip do you give the driver with 
your brain as well as your body on holiday? 

But where he met his Waterloo was in France 


last year. French porters are shy birds but having 


managed to enlist the rather grudging services of 
one of the fraternity, our worthy accountant 
decided to be generous lest evil should befall his 
baggage. With the air of a big-wig presenting 
prizes at the end of term he handed the man a 
large note, wonderfully engraved and featuring 
the benign and bearded face of an old-time 
President of the Republic. It had a lot of noughts, 
too, after the figure 5, but as he turned away in a 
generous glow to haul himself up into the train 
he was shattered by a hoarse cry followed by a 
string of blasphemy. Old frencs for new! 


Contingent Liabilities — So-called 


j by D. C. EEATON, С.А. 


HE meaning of the expression 'contingen- 

liabilities’ and what comes within the 

scope of the expression seem to ђе 
obscure matters in accounting theory. In the 
earlier editions of accounting textbooks little 
or no reference appears to have been made tc 
the subject. Later editions of such textbooks 
deal with the matter, but one gets the impressior- 
that the whole question has not been sufficiently. 
examined. 

It is advisable first of all to set out the require- 
ments of the Companies Act with regard tc 
contingent liabilities, and also in regard tc 
contracts for capital expenditure because the 


latter are sometimes confused with contingent ` 


, liabilities. The relevant. provisions, which аге 
‘among those relating to information to be 
"contained in the balance sheet, are contained ит 
the Eighth Schedule to the Act and are as follows: 


“The matters referred to in the following sub- 
paragraphs shall be stated by way of note, or ir 
a statement or report annexed, if not otherwise 
shown. 


: “The amount of any arrears of fixed cumulative 
dividends on the company’s shares and the period 
for which the dividends or, if there is more than 
_one class, each class of them, are in arrear. 
‘Particulars of any charge on the assets of the 
‘person, including, where practicable, the amount 
secured, | 


"The general nature of zny other contingent 
liabilities not provided for and, where practicable, 
the te amount or estimated amount of 
those liabilities, if it is material. 

‘Where practicable, the aggregate amount or 
estimated amount if it is material, of contracts 
for capital expenditure so far as not provided for.’ 


Main Characteristic 
The main characteristic which distinguishes a 
contingent liability from an crdinary one, is that 
a contingent liability eventuates after the hap- 
pening of two events, the firs: of which is certain 
and has occurred by the balance sheet date, and 
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the other is uncertain and occurs, if at all, some- 
time thereafter. One might, therefore, define a 
contingent liability as being a liability not known 
at the time of preparation of the accounts to 
exist at the balance sheet date, which it is known 
might yet come into existence as at that date as 
a result of an event in the future. 'To go further, 
a more precise definition might be – a liability not 
known at the time of preparation of the accounts 
to be one which should properly be included in 
the balance sheet, which it is known it might 
yet be found should properly have been included 
in the balance sheet, as a result of an event in 
the future. 


It is of assistance in attempting to decide what 
is and what is not a contingent liability to 
determine what does not come within the scope 
of the expression. It happens sometimes that 
the amount is uncertain of a liability which it is 
known at the time of preparation of the accounts 
should properly be included in the balance sheet. 
Such a liability is not a contingent liability 
because although the amount is uncertain, the 
liability itself is certain as at the balance sheet 
date. Such an item would be dealt with in the 
accounts as a provision for a liability, ‘provision’ 
having the meaning assigned to it in the Eighth 
Schedule to the Companies Act, that is to say: 


... any amount written off or retained by way of 
providing for depreciation, renewals or diminution 
in value of assets or retained by way of providing 
for any known liability of which the amount 

-- cannot be determined with substantial accuracy... 
and in this paragraph the expression ‘liability’ 
shall include all liabilities in respect of expenditure 
contracted for and all disputed or contingent 
liabilities . 


The part of the definition that is relevant here is 
the second part commencing with the words 
‘retained by way of’. It is advisable always to 
bear in mind that a balance sheet is like a single 
shot in a moving film and portrays the financial 
position of a business at a moment in time. A 
liability that first comes into existence after the 
balance sheet date, i.e., a future liability, has no 


place in a balance sheet, even if it arises on the. 


day following the date of the balance sheet. 


Distinguishable from a Commitment 


A contingent liability should be distinguished 
from a commitment which may be defined as an 
obligation to incur a liability in the future, whose 
existence at the balance sheet date is known 
at the time of preparation of the accounts. A 
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commitment may be of a capital nature, that is to 
say, the liability when it arises is for capital 
expenditure, or it may be of a revenue nature, 
involving revenue expenditure when the liability-€ 
arises. An obligation to incur capital expenditure 
is required to be disclosed in a balance sheet 
(see extract from the Eighth Schedule to the 
Companies Act, quoted above). 

- The amount of a commitment to incur capital 
expenditure may be uncertain. This does not, 
however, make the commitment a contingent 
liability, because the obligation is certain as at the 
balance sheet date. In most businesses there are 
many commitments of a revenue nature at a 
balance sheet date; a common example is an 
order made by the balance sheet date to buy 
goods which are delivered after the balance sheet 
date. It is not usual to include in a balance sheet; 
particulars of commitments of a revenue nature © 
"where they have been entered into in the ordinary 
course of business for goods or services to be 
supplied or for consideration to be given. 

À commitment of a revenue nature may be 
uncertain in amount, but again the uncertainty 
of the amount does not make the commitment 
a contingent liability, because the obligation is 
certain at the balance sheet date. 


Provision in Accounts 

A contingent liability may be expected, or 
not expected, to eventuate. If a contingent, 
liability is expected to eventuate it should 
provided for in the accounts, in which case it 
would be a provision for a contingent liability, 
‘provision’ having the meaning in the Companies 
Act (defined above) An example of such a 
contingent liability which should be provided 
for would be a claim for damages arising from 
an event which has occurred by the balance sheet 
date which it is expected will go to the law 
Courts, and which it is feared may be decided 
against the company. 

А contingent liability not provided for, which 
is what is usually meant by the expression 
‘contingent liability’ in relation to a balance 
sheet, might therefore be defined as a liability 
not known at the time of preparation of the 
accounts to be one which should properly be, 
included in the balance sheet nor provided for» 
in the balance sheet, which it is known it might 
yet be found should properly have been included 
in the balance sheet, as a result of an event in 
the future. 

‘In applying this definition, one should bear 
in mind the rule of caution in accountancy, that 
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an impending loss (but not a profit) may b- 
anticipated in some circumstances. А contingerit 
liability not provided for may be certain 15 
катот, although it is almost invariably uncertai3 
in amount as well as being uncertain in regard tz 
existence at the balarice sheet date. 


Textbook Examples Tested 


It is interesting to test the suggested definitioa 
in relation to examples that are familiar in text- 
books. In a well-known textbook on book-keepinz 
and accounts reference is made to the followinz 
examples: discounted bills of exchange; uncalled 
liability on shares held; liabilities under guaran- 
tees; liability in respect of outstanding actions 
at law; and unpaid dividends on cumulative 
preference shares. 

* The liability under a discounted bill of exchang= 
seems to be a contingent liability if the dis- 
counting occurs by the balance sheet date anc 
а loss may occur on maturity thereafter. If it is = 
bill receivable in payment of goods supplied, the 
sales proceeds of the goods will have been taker 
credit for in the profit and loss account, and if the 
bill should be dishonoured on maturity, the 
resulting loss is one which it is proper to take 
into account in the balance sheet against the 
sales proceeds already taken credit for. If a bil. 
is dishonoured, the original debt would no doub- 
revive and it is possible that such debt might no 
be regarded as wholly bad, in which case it woulc 

ot be necessary to provide in the balance sheer 
“for а loss equal to the whole value of the bill oZ 
exchange. In most cases, however, the dis- 
honouring of a bill would indicate that the debr 
was bad or xoo per cent doubtful. 

It is not altogether clear what is meant Ьу 
‘uncalled liability on shares held’. If it means the 
unpaid balance of partly paid shares in a bank, 
for instance, which the bank has no intention of 
calling up except in the event of its being unable 
to meet its commitments, then it seems right 
to describe the unpaid balance as a contingent 
liability because the amount may never be called 
up; moreover, there is present the common 
characteristic of a contingent liability, that a loss 
would occur if the liability were to eventuate. 
If, however, uncalled liability on shares held 

/ means an unpaid instalment on partly paid 
‘shares where it is a new subscription and the 
payment for the shares is spread over a period of 
time by instalments, then the unpaid instalment 
would appear to be a commitment for capital 
expenditure rather than a contingent liability 
because in this case the liability is certain; 
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moreover full value can be expected to be 
received for the payment of the instalment when 
made. If the business of the company were to 
be share dealing the unpaid mstalment would not 
then, of course, be a commitment for capital 
expenditure but would be an unfulfilled revenue 
transaction in the ordinary course of business. 

A liability under a guarantee would be a 
contingent liability where the guarantee is given 
by a balance sheet date because guarantees are 
invariably uncertain in fulfilment; also they 
mostly entail the incurring of a loss if the 
guarantoris called upon. Itis usually impracticable 
to quantify a guarantee and the contingency has 
therefore to be described in some detail. 

A liability in respect of an outstanding action 
at law appears to be a contingent liability where 
the claim has arisen by the balance sheet date, 
and is disputed and so not provided for. 

Dividends unpaid on cumulative preference 
shares are a special kind of contingent liability, 
which require to be disclosed in accordance with 
the terms of the Sixth Schedule to the Companies 
Act (quoted above). They are not a contingent 
liability in the ordinary sense because they are an 
appropriation of profits rather than a charge to be^ 
made in arriving at profits. | 

In a leading textbook on advanced accounts 
the examples of contingent -tabilities given are: 
discounted bills of exchange; possible payments 
to be made under a lawsuit as yet unsettled; an 
unliquidated figure in respect of dilapidation; 
and a liability for calls on partly paid shares. 

-Possible payments to be made in a lawsuit as 
yet unsettled would be contingent liabilities if 
the claim is disputed, or to the extent that the 
claim is disputed. To the extent, however, that 
a claim might be expected -o materialize, pro- 
vision should have been made to meet it in the 
balance sheet. | 

An unliquidated figure in respect of dilapidation 
does not appear to be a contingent liability, 
unless it should be that the amount is disputed 
and not expected to materialize. A liability in 
respect of dilapidation usuzlly arises under a 
lease where the lessee is obliged under its terms 
to restore the property to the lessor at. the end of 
the period of the lease in the same condition as he 
received it at the beginning of the lease. In such 
circumstances the liability for dilapidation is 
certain although its extent may be uncertain, and 
a provision should therefore be made of the 
best estimate of the extent of the liability. In fact, 
the liability for dilapidation should be provided 
for during the term of the lease. 
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Professional Ethics — Ш 


by C. CROXTON-SMITH, M.A., LL.B., F.C.A. 


Management Consultancy 

HE ethical problems which arise in the field of 

management consultancy are particularly com- 

plex. Members offering consultancy services to 
an increasing extent have to meet competition from 
other organizations not subject to the same ethical re- 
strictions. In consultancy work accountancy is not 
the only skill required; the provision of a full con- 
sultancy service over a wide range of business 
activities requires a knowledge of production, 
marketing and personnel management as well as 
accountancy. Firms specializing in management 
consultancy, or having a consultancy department, have 
increasingly found it necessary to recruit engineers 
as well as accountants and this tendency is certain 
to grow. Members organize themselves in a variety of 
ways to provide consultancy services, including the 
formation of specialist departments within the firm; 
the formation of separate firms which may or may 
not have similar names; the formation of unlimited, 
companies; the formation of composite firms or 
consortia. There are also a considerable number of 
members not in practice who are associated with 
companies, either as directors or employees, which 
provide these services. You will therefore appreciate 
that the diversity and complexity of the ethical 
problems which arise are considerable. 

Until recently management consultancy was re- 
garded as coming wholly within the ambit of the 
work of a practising accountant and members 
engaged on this work were therefore subject in all 
respects to the requirements of professional ethics. 
So far as members not in practice are concerned, 
however, the Investigation Committee has, for many 
years, allowed a certain amount of latitude. It has 
been known that members have been employed by 
management consultancy organizations, which, while 
they may not advertise, undoubtedly solicit for 
business; but the view has always been strongly held 
that members should not be permitted to accept 
employment with organizations which openly advertise 
in the Press for work. In 1954, following negotiations 
with the British Institute of Management, the 
Council published a statement which gave a dis- 
pensation to members not in practice allowing their 
names or the names of their companies to be included 
on the register of Management and Industrial 
Consultants maintained by the British Institute of 
Management, provided that there was no reference 
to the fact that they were chartered accountants. This 
has been the position until the beginning of this 
The concluding part of a paper presented at the Oxford 


Summer Course of The Institute of Chartered Accountants 
in England and Wales on July 16th. 


‘year and it is probably true to say that it has operated 
anfairly in the case of practising members who have 
зееп denied even this limited measure of publicity. 

-From January ist, 1965, the British Institute of 
Management Register ceased to exist and was 
zeplaced by a Management Consulting Services 
Information Bureau formed jointly by the British 
Institute of Management and the Federation of 
British Industries. At its meeting on January 6th, the 
Council published a statement informing members, 
including those in practice, that there was no ethical 
reason why they should not supply information to 
the Bureau regarding the services which they could 
offer in the consultancy field. It is understood that 
the services provided by the Bureau are not restricted 
to members of the British Institute of Management 
and that it is open to any organization which provides 
management consultancy services to supply in- 
formation about its services to the Bureau. The 
Bureau’ collates information about organizations 
giving these services. It is operated by the officials 
concerned receiving inquiries, which have to be 
fairly detailed, and then suggesting a number of 
organizations (never less than three) who would seem 
from the information available to be able to provide 
the services required. The existence of the Bureau 
äs publicized but not the names of any concerns which 
‘have supplied information to it. In no sense is there), 
а ‘register’ of management consultants. 

The position following the statement made about 
the British of Management Register in 1954 was 
clearly unsatisfactory and represented a ‘half-way 
house’ which was only a temporary compromise and 
not a permanent solution to the problem. Argument 
has gone on ever since as to whether the concession 
made in 1954 to members not in practice should be 
withdrawn or whether the restrictions on practising 
accountants should be, to some extent, relaxed. In 
December 1962 the Council decided generally in 
favour of relaxation and much thought Та recently 
been devoted to drawing up a set of guiding principles 
which would allow all members to play their full 
part in the development of management consultancy 
in this country. This has involved long and sometimes 
difficult negotiations with the Scottish and Irish 
Institutes, and other organizations concerned. Most 
of you will be aware that in May of this year the\_ 
Council issued a carefully reasoned statement for "* 
the guidance of members. As the statement is very 
new and has not yet been reproduced in the Members’ 
Handbook I reproduce it at the end of this paper 
(Appendix D). 

You will note that a practising member may still 
not advertise, solicit or circularize for management 
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consultancy work except that he may write a personal 
letter or make a direct approach to another member 
of the profession in practice offering his firm's 

pzservices. This an important concession which the 
Council has also extended to other fields of work (see 
the next section). In all other respects a practising 
member remains subject to the requirements of 
the Council's statement on ‘Activities through 
companies’ in section E 8 of the Members’ Handbook, 
and if he forms a company to offer consultancy 
services it must be unlimited and must have a name 
which does not describe its activities. 

A member firm or unlimited company which is 
able to satisfy the conditions of entry may now join 
the Management Consultants Association. The 
conditions of entry are fairly elaborate, and in 
addition the rules have recently been amended to 
admit as affiliated members any firms who concentrate 

‚оа certain aspects of consultancy work and who 
> otherwise conform to the standards required. 

À member not in practice may be a director or 
employee of a limited company providing consultancy 
services provided that the company does not advertise 
in the Press or solicit for business. This latter con- 
dition does not apply in the case of companies formed 
before May sth, 1965; in the case of these existing 


companies a certain amount of solicitation (though. 


not advertising in the Press) has been accepted. 
It is unrealistic to suppose that solicitation for work 
on the part of companies engaged in this field can 
be entirely eliminated in the immediate future, but 
it is hoped that as management consultancy estab- 
lishes itself as a profession there will be less need to 
resort to the more dubious methods of obtaining 
«< business. Member firms who join the Management 
Consultants Association or members who join the 
Institute of Management Consultants wil un- 
doubtedly do all they can to ensure that ethical 
standards are maintained and strengthened. 

As a final word on management consultancy the 
Council recognizes that many smaller firms or firms 
in the provinces have been reluctant to call in a 
specialist firm for consultancy assignments for fear 
of losing auditing or other conventional accountancy 
work. This is a very natural attitude although I 
think the fear is exaggerated and the Council has 
attempted to meet the situation by making it clear 
that a consultancy firm introduced by the client's 
professional adviser should not, in the absence of 
exceptional circumstances, accept other forms of 
accountancy work from that client. 


Mechanized Accounting or Computer Services 


1 Much of what I have said in the previous section 
. applies also to this comparatively new field of 
activity. Many practising members have for some 
time provided mechanized accounting services for 
their clients using one of the recognized book- 
keeping machines; but any form of advertising or 
solicitation has not been allowed. There is no doubt 


from the number of inquiries received at the Institute _ 
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that there is a real need for services of this kind for 
the smaller business which ic not large enough to 
justify its own installation. Particular difficulties arise 
when more advanced services are needed calling for 
a more sophisticated technique and for more complex 
equipment including computers. The capital value 
of the equipment hired or purchased may be con- 
siderable and the outlay often of such magnitude 
as to be beyond the means of the individual firm as 
well as uneconomic unless the capacity of the 
machine is fully utilized. 

A statement issued by the Council on March 
31st, 1965, permits a member to write a personal 
letter or make a direct approach to another member 
of the profession in practice offering his services 
in the mechanized accounting or computer field. In 
this way such services can ое made available to 
clients of another firm. In other respects the bar on 
advertising and soliciting still applies. It is hoped that 
the concession made by th2 Council will assist 
members offering mechanizec accounting or com- 
puter services to meet the growing competition 
from outside the profession. 

Incidentally, to clear up a point of possible 
difficulty, I think that the Ccuncil’s statement also 
applies to members not in practice who start a 
company to offer these services in that it would not 
be in order for them to advertse. On the other hand 
I do not think the Investigaton Committee would 
wish tò place in jeopardy one of our members not 
in practice who was director of one of the computer 
manufacturing companies which had a service 
bureau and which advertisec. There may be an 
analogy here with the banks to which I have referred 
in an earlier section of my paper. It is not the practice 
to take action against members who are directors of 
banks offering income tax services on the grounds 
that the tax work is ‘subsidiary and incidental’ 
to the main activity of the benk. I think the same 
argument would be held to apply in the case of the 
computer manufacturing companies whose main 
activity is clearly to sell computers and not to provide 
consultancy services. 


Professional Corfidence 


In the course of our work as public accountants we 
have access to much informaticn of a private nature. 
It is fundamental to our professional status that 
we should treat such informat.on as being available 
to us for the purpose only of zarrying out the pro- 
fessional duties on which we are engaged. All 
members are well aware that to divulge information 
about a.client’s affairs would Le a breach of profes- 
sional confidence having the most serious conse- 
quences, A client can, of course, release a member 
from his duty of confidence if Le wishes to do so for, 
for example, the purpose of legal proceedings. If the 
client is not prepared to do tais then the member 
should not discuss his client’s affairs with the police 
or with any other authority unlezs the person demand- 
ing the information satisfies the: member that he has a 
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stdtutery -right-to.demand it. A member should not 
appear in.Court to answer questions about a client's 
affairs unless he is subpoenaed to do so, in which case 
he must answer truthfully such questions are as put 
to..him. Even in this event I think it should be made 
clear to the Court that the only information the 
` member has was.obtained by him in the course of 
carrying out his professional duties and that he, 
therefore, has a strict duty of confidence to his client 
which he cannot break unless ordered by the Court 
to do so. If the Court does so order then the member 
must of course comply. 

` . The normal circumstances in which our duty of 
confidence may give rise to difficulties is where we 
have reason to believe that a client has been guilty 
of some unlawful act or default. This is a matter 
which involves not only ethics but important legal 
considerations. A. detailed statement has been 
published as section 5 5 of the Members’ Handbook. 
I strongly advise all members to study this com- 
prehensive statement. In this paper I can do no 
more than mention one or two salient points. 

When a member is satisfied that a client has de- 
frauded the Inland Revenue this does not justify 
him in acting as informer because the offence is not 
2 felony, and therefore to inform would constitute a 
breach of professional confidence. The member 
tannot, however, merely ignore the situation and 
continue to act for the client. The various circum- 
stances which,may arise are dealt with in the state- 
ment under the following headings: past accounts 
later found to be defective; accounts currently 


being prepared or audited; past accounts of a new. 


client; taxation frauds not involving accounts; 
general professional duty to give guidance; and 
statutory provisions relating to disclosure of in- 
formation, a 

Offences other than taxation frauds which we are 
likely to encounter are: fraudulent conversion by 
trustees and others entrusted with the ownership 
of property for special purposes; frauds by directors 
and officers of companies; falsification of accounts; 
а bankrupt's failure to keep proper books of account; 
share pushing; fraudulent trading; obtaining property 
by false pretences; offences against control regulations 
governing prices, quotas and licences; offences in 
respect of purchase tax; the payment or receipt of 
bribes. These are all misdemeanours and in English 
law no person has a public duty to act as informer 
when he becomes aware of a misdemeanour. A 
member having knowledge of the commission of a 
felony is, on the other hand, under a duty to disclose 
what he knows to the proper authority and if he 
fails to do so he commits the criminal offence of 
misprision of felony. The principal felonies which 
members may come across are: larceny; embezzle- 
ment; receiving stolen goods; forgery and arson. 


There may be cases where a member has a 


suspicion that a client has committed an offence. If 
after investigation the suspicion is neither removed 
nor confirmed the member may prefer no longer 
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to act for the client but he can lawfully continue 
го act if he so wishes. 

I can recall at least one complaint that a member 
zn the course of his professional duties acquired 
information about a specialist manufacturing process - 
and subsequently used this information to set up in 
5usiness in competition with the former client. To 
ase confidential information in this way to one's 
own material advantage would undoubtedly be held 
5y the Investigation Committee to warrant the 
oreferring of a formal complaint to the Disciplinary 
Committee. Similar considerations would obviously 
apply if we used our 'inside information' to buy or 
zell shares of client companies for our own personal 
2rofit or that of our friends or relatives. 


Professional Independence 


This is fundamental. It is also largely a matter of 
personal integrity and one on which neither I пог, г 
anybody else can lay down any specific rules. For x 
2xample, the Council has given no specific guidance in 
терага to such matters as holding shares in a company 

5f which a member is the auditor nor as to whether 

-t is appropriate that a member's wife may ђе a 
director of a company of which he is the auditor. 
This is a matter on which a member must make up 
ais own mind. He may well consider that it would 
зе unwise to accept the position of auditor in а 
zase where this might prevent him from exercising 
zhat independence of judgement which is normally 
zequired of an auditor. 

It is fundamental to our work as auditors that our 
reports should express an honest opinion arrived 
at after carrying out such work as our training and 
experience tell us to be necessary. As auditors we > 
usually stand between two other parties, such as 
ihe directors and the shareholders in the case of a 
limited company. Independence is therefore essential. 

Company law prohibits certain" categories of 
persons from being appointed as auditors, for 
obvious reasons. For example, a director of a com- 
pany cannot take part in the direction of the com- 
pany's affairs and then attempt in the capacity of 


auditor to make an independent report on the 
accounts. The relevant provisions of the Companies 
Act, 194 


8, are contained in subsections (2) and (3) 
of section 161 which I now quote: 
а) None of the following persons shall be 
qualified for appointment as auditor of a company. 
(a) ап officer or servant of the company; 
(b) a person who is a partner of or in the employ- 
ment of an officer or servant of the company; 
(c) a body corporate: 

. "Provided that paragraph (b) of this subsection } 
shall not apply in the case of a private company 
which at the time of the auditor's appointment is an 
exempt private company. 

'References in this subsection to an officer or 
servant shall be construed as not including references 
to an auditor. 


(3) A person shall also not be qualified for 


* 


2 


( 


August 21st, 1965. 


appointment as auditor of a company if he is, by 
virtue of the last foregoing subsection, disqualifie- 
for appointment as auditor of any other body соғ- 
porate, which is that company’s subsidiary ст 
holding company or a subsidiary of that company 
holding company, or would be so disqualified if the 
body corporate were a company.' 


Some members seem to be in doubt as to whether 
certain arrangements are in order in the case cf 
exempt private companies. Legally it would not ђ= 

in order for a firm to be appointed as auditors of az 
exempt private company if one of the partners were 
a director of the company. It is permissible, however, 
to appoint as auditor of an exempt private согарап= 


-one of the partners other than the partner who is 1 


director. 

This is an extremely controverial subject. Ther= 
are those who hold that to have one's partner as z 
director of a company of which one is auditor mus 
J affect one’s independence whilst others hold th= 
contrary view and make the point that in the cas- 
of smaller companies this is an extremely usefu- 
concession because it enables those companies whe 
cannot afford the full-time service of a financial 
director or chief accountant readily to obtain day-to- 
day advice in the direction of their affairs. 

The Council itself was not unanimous on this 
difficult question and in its memorandum to th- 
Company Law Committee included the following 
comments: 


а) some members of the Council consider that th= 
independence of the auditor is of paramoun- 
importance, that an important matter of prin- 
ciple is involved and that, regardless of the war 
in which the exception may have hitherte 
operated in practice, the whole of the exception 
should be withdrawn; 


Б) other members of the Council point out howeve- 
that they have not seen any evidence that abuse 
. has arisen because of this exception, which іг. 
their opinion has been of the greatest benefi- 
to small family companies for which it is ar. 
economical and convenient arrangement; ће 
consider that the exception should continue tm 
be available to private companies which wisl 

to take advantage of it.' 


The Jenkins Committee recommended that the 
distinction between exempt and non-exempt private 
companies should bé ended’ and the privileges tc 
exempt private companies abolished but in it 
paragraphs 424—425 recommended certain transitiona. 
provisions to avoid hardship. In its memorandum 
submitted by the Council to the President of the 
Board of Trade on January 14th, 1965, paragraph 49 
X the Council again stressed that it had seen no evidence 
VE abuse of the concession (which permits an auditor 
to be the partner of a director, officer or servant of ar 
exempt private company) and, indeed, emphasizec 
the practical benefits which many smaller companies 
have derived through availing themselves of the- 
privileged relationship which the law has permittec 
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them to establish with the professional firms which 
served them as auditors. To meet difficulties which. 
might arise should these privileges be withdrawn 
the Council submitted that provision should be made 
for a transitional period of ten years from the date 
of any amending legislation before auditors who were 
partners of directors, officers or servants of a company 
at the date of the Act, shou'd be disqualified for 
reappointment. 

Another point of difficulty is the question as to 
whether an accountant or his employees should hold 
shares in a company of which he is the auditor. I am 
far from convinced that there should be any absolute 
prohibition on the partners ог employees of the. 
firm holding or having dealinzs in the shares of a: 
company of which the firm act as auditors. Арад“ 
there may be exceptions, as for example where .a- 
member holds shares which represent either а 
material part of the company’s capital or a material. 
part of the member's own assets. I feel sure that any 
member of the Institute would have the good sense. 
to know when relationship or a financial interest is. 
significant enough to remove his independence and 
thereby make it inappropriate for him. to act as 
auditor. 

If you are acting for A. B. & Co and partner A. 
is in dispute with partner B. I would recommend 
you not to give advice to either. It is far better to, 
‘ask the individuals concerned’ to seek the advice of 
another independent accountant. 

Finally many private company clients expect us to 
prepare the accounts in the course of our audit. To do 
so does not impair our indeperdence. In some cases 
members go even further and provide book-keeping 
assistance during the year. Herz again I consider that 
the member’s independence as euditor is not impaired 
by the provision of such services on a professional 
basis. 


Articled Clerks 


It is the duty of the Secretary of the Institute 
under bye-law 107 (6) to lay before the Investigation 
Committee any facts indicating that an articled clerk 
has been guilty of a felony or misdemeanour or has 
been declared by a competent Court to have been 
guilty of fraud or has been guilty of an act or default 
of such a nature or to render Lim unfit to become a 
member of the Institute. : 

I am afraid that articled дела do on occasions 
stray from the paths of virtue. Cases which have been 
before the Investigation Committee in recent years 
include: taking a motor scooter without permission; 
travelling on the railway without paying the fare; 
being absent from the principal’s office without 
leave; making false entries in the programme of 
studies; embezzling clients’ moneys. By no means all 
of the cases which come before the Investigation 
Committee are held to justify disciplinary action. 
Where there has been a cancellation of articles the 
clerk has often been permitted to enter into fresh 
articles provided that the prospective principal 
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has been made fully aware of the circumstances in 
which the original articles had been terminated. If 
a case is referred to the Disciplinary Committee that 
committee may, if it finds the complaint proved, 
declare that the articled clerk is not fit to become 
a member of the Institute or it may reprimand or 
admonish him. 

Difficulties have arisen in cases of ex-articled 
clerks who commit offences prior to admission to 
membership. Such a person is not liable to dis- 
ciplinary action under the Charter. In November 
1963, however, power was given to the Examinations 
Committee under bye-law 79 to refuse permission 
to sit for the Final examination after the expiration 
of articles. There is a right of appeal to the Council. 
Jf a clerk has passed the Final examination but has 
not been admitted to membership it is also open to 
the Investigation Committee to recommend to the 
Applications Committee that he should not be 
admittéd to membership. If an application for 
admission to membership is refused by the Council 
there is at the moment no right of appeal. The 
position is not entirely satisfactory and there are 
proposals to alter the Charter and bye-laws to make 
an ex-articled clerk liable to disciplinary action and 
to make it clear that an articled clerk is so liable 
irrespective of the time at which his offence takes 
place. 

An articled clerk is not permitted to carry on any 
other business or occupation while under articles 
without the consent of the principal and of the 
Council. The Council will be unlikely in normal 
circumstances to give permission if the time spent on 
the other occupation would be more than twelve hours 
a month. Directorships of small family businesses 
are usually allowed. If a clerk is a part-time pro- 
fessional footballer his application is more likely to 
be accepted than if he prefers the more leisurely 
tempo of county cricket. For those who do not like 
to put all their eggs in one basket it may be of interest 
that at least one professional footballer whose name 
is now a household word was once an articled clerk. 


Disciplinary Procedure 

This is not a paper about discipline but about 
conduct. However, as disciplinary action arises from 
improper conduct it is as well that the disciplinary 
procedure should be shortly recorded. The procedure 
is based on clauses 21 and 22 of the supplemental 
Royal Charter and bye-laws 106 to 116. For an 
outline of the procedure І am sure that the following 
extract from an address which the former Secretary, 
Mr Alan MacIver, gave at the 1954 summer course, 
could not be bettered. 

'The procedure in connection with complaints is 
somewhat as follows. À complaint is received. If it 
appears to have any substance whatever and is 
sufficiently clear in its terms, the member complained 
against is invited to make any observations he may 
care to submit for consideration by the Investigation 
Committee. The use of the word ‘invited’ is import- 
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ant. A member may refuse to comment; if he does 
refuse the matter will of course inevitably be sub- 
nitted by the Investigation Committee to the Dis- 
dplinary Committee. Members seldom refuse to 
comment and most complaints are disposed of by 
the Investigation Committee by a satisfactory ex- 
planation. It is frequently necessary to invite the 


comments of the complainant on the observations of ' 


the accused member and as may be imagined there is 
cften a substantial amount of correspondence before 
fhe Investigation Committee can decide what action, 
X any, to take. Sometimes either or both of the parties 
zre invited to attend before the Investigation Com- 
mittee to elucidate matters. Here again ‘invite’ is the 
eperative word. If the Investigation Committee 
decides to make a formal complaint to the Dis- 
ciplinary Committee the terms are settled by the 
-nstitute's solicitors. Notice is sent to the accused 
member by registered post and he is summoned to 
appear before the Disciplinary Committee on a certain 
day. This is usually twenty-eight days or more after 
е formal complaint is made. 

The supplemental Royal Charter of 1948 in- 
zroduced a complete change in disciplinary procedure. 
Under the 1880 Charter the disciplinary tribunal 
was the Council itself and it is cult to imagine 
a more unwieldy tribunal. Under the 1948 supple- 
mental Charter and new bye-laws the Council 
delegated all its disciplinary powers to the Disciplinary 
Committee. is committee consists of twelve 
members and each complaint is heard by a panel of 
five. The new constitution provides also for an 
Appeal Committee consisting of the President and 
Vice-President, if available, and three other members 


of the Council none of whom may have taken any b. 


part in the previous proceedings either before the 
Investigation Committee or before the Disciplinary 
Committee. 

The procedure before the Disciplinary Com- 
mittee is as follows: The case for the prosecution 
(the Investigation Committee) is usually presented 
‘by a solicitor. Counsel is employed only in very 
complicated cases. A legal assessor, who is a partner 
of a different firm of solicitors, is present to advise 
the Disciplinary panel on questions of law. The 
accused member may conduct his own defence or 
may be represented by a solicitor or counsel at his 
own choice. Alternatively if he so wishes he may 
get another member of the Institute to represent him. 
Strict rules of evidence do not apply and many cases 
are decided largely upon documents. Witnesses 
may be called but there is no power to take evidence 
on oath. The procedure of the Appeal Committee 


is very similar and the Appeal Committee has power ` 
to consider fresh evidence. The procedure of both | 


committees із. dignified and impressive. 

The Disciplinary Committee may exclude a 
member from membership, suspend him for any 
period up to a maximum of two years or reprimand 
or admonish him. Тће bye-laws provide that if a 
complaint is proved the finding and decision of the 
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Disciplinary or Appeal Committee shall be pub- 
lished, together with the name of the member con- 
cerned unless the committee considers that special 
circumstances exist which justify the omission of 
the name. The Council itself decides in what papez 
or papers publication shall be made. It is usual to 
limit this to the professional Press. 

It will be seen from clause 21 of the Royal Charte- 
that the offences which may give rise to disciplinar" 
action are: violation of a fundamental rule; a con- 
viction for felony or misdemeanour; insolvency: 
lunacy; wilful breach of any of the bye-laws of the 
Institute; failure to pay subscriptions and being 
‘guilty of any act or default discreditable to a public 
accountant or a member of the Institute’. This las- 
one is the most important in practice amd most o 
the matters which I have reviewed in this pape- 
would come under this heading if complaints were 
brought. 

It is not in fact a practical proposition to attemp- 
to divide criminal offences into those which shoulc 
and those which should not give rise to disciplinary 
procedure. It is for the Investigation Committee 
to exercise its discretion in the circumstances of each 
case. [n many cases of course there is no doubt, as 
for кр aime in matters concerning fraud, dishonesty 
or any other form of lack of financial inte 

I cannot resist an apt quotation from the fascinating 
book which has been written by Sir Thomas Lund 
Secretary of The Law Society, on The Professiona: 
Conduct and Etiquette of Solicitors: 


‘In one case, a solicitor entered a club, of whick 
he was a member, at about 2.45 in the afternoon anc 
ordered a drink. The steward, and later the chairmar 
of the club, refused to serve him on the ground that 
it was prohibited at that hour of the day. Thereupon 
the solicitor, becoming highly incensed, assaulted 
the chairman and used language which the Dis- 
ciplinary Committee described as of а “most 
unseemly and disgraceful character”. The respondent 
was convicted of a common assault and fined £2 
with £3 costs. The Disciplinary Committee sub- 
sequently found him guilty of professional mis- 
conduct and suspended him from practice for six 
months. Their findings and order were upheld, on 
appeal, by the Divisional Court. 

“This case, however, must be contrasted with an 
earlier one in which the same solicitor was concerned. 
He had called at the chambers in the Temple of a 
barrister, who refused to see him or to accept a 
brief from him. The solicitor thereupon waited 
outside the chambers and, when the barrister 
ultimately emerged, struck him a blow on the jaw. 
For that he was convicted before the magistrate 
of a common assault and fined £2, with £3 costs 
(an interesting example of consistency, as both 
fine and costs were the same as in the case I have 
just previously mentioned). At the hearing before 
the Disciplinary Committee the solicitor apologized. 
for his conduct, which he attributed to his being in. 
ап abnormal state of health, and he was merely 
ordered to pay the costs, there being no finding 
of professional misconduct. 

"The fact that in the first case I mentioned, which 
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was later in point of time, it was held professional 
misconduct and a term of suspension was imposed 
for assaulting the chairman of a club, while in the 
second case it was held not professional misconduct 
to assault the barrister, must not, I suggest, be 
taken as supporting the proposition that barristers 
are fair game or suffer from some disability such as 
“common employment" in the law, or that solicitors 
are not feroe naturae and therefore are allowed one 
free bite.’ 


The Investigation Committee has not so far as I 
know had to deal with a case of this kind. Perhaps 
accountants are less bellicose than solicitors. The 
Institute was, however, once consulted by a member 
whose client had laid down on the floor and had 
refused to leave the premises. Perhaps unfortunately 
the matter had been resolved before the next meeting 
of the Investigation Committee. I also recall at least 
one case of an accountant assaulting his articled 
clerk. There may have been some provocation. 


Miscellaneous 


By way of a postscript there are one or two matters 
which do not fit easily into anv of the above sections 
but on which the Institute is sometimes asked for 
advice. 

Members ask how they can become an approved 
auditor. The answer is that they should apply for 
appointment to the Registrar of Friendly Societies 
at 17 North Audley Street, London Wt. It is desirable 
to state on the letter of application that you will be 

pointed auditor of d. . . society provided 
ebat you are placed on the list of approved auditors. 
I should mention that the appointment is an in- 
dividual appointment and that firms as such are not 
appointed. 

The Institute does not undertake to advise 
members on the valuation or basis of valuation of an 
accountancy practice. This varies very considerably 
having regard to the nature of the practice, its 
location and the circumstances under which it is to 
be sold or acquired. An excellent paper on this 
subject was given by Mr E. K. Wright at the In- 
stitute’s summer course in 1955. aper was 
called ‘Professional goodwill: methods of valuation 
and payment’ and was reproduced іп The Accountant 
on September 3rd and roth, 1955. Mr Wright’s 
address should now be read in the light of the sub- 
sequent provisions of the Finance Act, 1 1956, which 
introduced tax relief on amounts set aside for their 
retirement by self-employed persons. 

Some members seem not to be sure whether they 
are in practice or not. The question is one of fact 
in each case, but if a member is prepared to undertake 
professional business if it is offered to him he would 
be regarded as being in practice. The use by a 
member of a name-plate or of printed notepaper on 
which the member describes himself as a chartered 
accountant would be prima facie evidence that he 
holds himself out as being in practice. 

On the other hand, where 2 member who is not 


246 


Appendix D 
MANAGEMENT CONSULTANCY 


'The Council is aware that members offering management 
consultancy services are faced with ethical problems of a 
particularly difficult kind and now issues for their guidance 
the following statement which is applicable whether the 
business is carried on by a separate organization or as a 
department of a member's general practice: 

(a) А member in practice may be a partner or director 
of a management conaditan tancy firn or unlimited 
company provided that the firm or company does 
not advertise or solicit for work. He may write а 
personal letter or make a direct approach to another 


member of the profession in practice offering his 
firm's services; e should not however issue any 
ar 


(b) A member not in practice may be a director or 
employee of any management consultancy company, 
whether limited or not, provided that the company 
does not advertise in the Press or otherwise, or solicit 
for business. In the case of companies i 
business of management consultancy beire Ma 
sth, 1965, a member not otherwise in practice mas 
be a director or employee provided that the company 
does not advertise for business and continues not to 
undertake accountancy work other than for manage- 
ment services. 

(c) A member in practice may form an unlimited 
company (but not a limited company) to carry out 
management consultancy work subject to the provisos 
listed in the Council statement on ‘Activities through 
companies’. (Section E 8 of the Members’ Handbook.) 

1 Guidance on the use of booklets is given in the Council 
statement, section Е 3, paragraphs 57-70, of the Members’ 
Handbook. 


otherwise in practice carries out an isolated audit, 
or does some professional work for a club or charity 
or for the purpose of obliging a friend, he would 
not be regarded as being in puse even though 
he may receive remuneration for such work, unless 
he is in fact prepared to accept other professional 
business which might be offered to him. 

. Where, under the above principles, a member 
would be regarded as being in practice, the position 
is not affected by the fact that he is in full-time 
employment either with a public accountant or in 
industry or commerce. In such cases it is advisable 
for the member to obtain his employer's consent 
before commencing a part-time practice. 

The Council has not expressed any view on the 
desirability or validity of restrictive covenants and 
itis considered that the interpretation of any particular 
covenant is a legal matter. Generally a member would 
be expected to observe the terms of any agreement 
voluntarily entered into. Personally I would not advise 
any member to enter into an agreement which would 
unreasonably prevent him from entering into paces 
or seeking employment in the future. 

A member may have a business card painted 
showing his name and qualifications and such a card 
may properly be given to any relative or friend to 
let him know that the has commenced to practise. 
1 must not however be used in any manner which 
would amount to touting for professional work. 
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(d) A member should not be a partner, or director of a 
or company whose name indicates that it 
carries on management consultancy work except that 
this shafl not apply to members presently partners 
or directors of firms or companies in existence on 
May sth, 1965, carrying on business, under such a 
name, solely as management consultants who other- 
wise comply with the requirements of this statement. 

(e) A member who is eligible to do so may join the Institute 
of Management Consultants. The proliferation of 
designatory letters after members’ names on their 
practising notepaper is discouraged and it is regarded 
as preferable a members joining the Institute of 

nt Consultsnts should not use on their 

~ practising notepaper any designatory lettera to which 

they may become entitled as a result of such 
membership. 

(f) А member firm or unlimited company, whether its 
business is carried on as a separate entity or not, 

~ which is able to satisfy the conditions of entry may 
join the Management Consultants Association as a 
member or affiliated member, provided that the 
firm or unlimited company complies with the In- 
stitute’s ethical Ag edge in all respects. 

(g) А member of or unlimited company which 
undertakes management consultancy work should not 
normally accept, nor should a partner in any firm 
in which he is a partner accept, auditing, taxation or 
other conventional accountancy work from any 
client introduced to him for management consultancy 
services by the client's own professional accountant. 

(h) In the event of an introduction for management 

consultancy work other than through the existing 
professional accountant the member should com- 
municate as a matxer of professional courtesy with the 
existing professional accountant or consultant in- 
forming him o£ the special work he has been asked 
to undertake. 


Some Comparisons 


I do ‘not intend to write a treatise on comparative 
sthics. There is ample scope in the subject for 
another summer course paper. But one or two points 
ЭЁ comparison with other accountancy bodies might 
2e of interest. 'The Council's statement on 'Ethical 
aspects of the use of companies by members in 
practice' states that it is of general application subject 
only to any special conditions ch may exist 
anywhere cutside the United Kingdom. There are 
zertain countries, for example, Switzerland, in 
which one can only practise through the medium of 
a company. Members practising in countries where 
there is a reasonably well-developed accountancy 
profession are expected to abide by the local ethical 
code and in some cases this may override the rules 
of the Institute. For example members practising 
in Canada are permitted to insert business ‘cards’ 
in the Canadian Press. Nor would the Institute 
"eek to enforce the rule against the description 
‘accountants and auditors’ in the case of a member 


in a country where this description was customary ` 


and perhaps had statutory significance. It cannot be 
emphasized too strongly however that members of 
the Institute in whatever part of the world they may 
be practising are bound by the basic rule of no 
advertising or soliciting for professional work (with 
such limited exceptions as may be allowed locally 
as in the case of business ‘cards’ already mentioned). 
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...-before you can say ‘Leicester Permanent’ 
we've balanced your account – and five others! 


It takes our computer no more than a fractionofe round pounds in your investment but on the 
second to find, read, bring up-to-date and re-flle shillings and pence too. No wonder we're basing 
your account. A fantastic performance that never our whole book-keeping system on it. We've been 
for а moment wavers in its &ccuracy зла ' developing sorapidly in ths past few yearsthat 
efficiency. In fact our computer's so thorough we needed a computer to k3ep pace. Now we're 
thatit manages to check your account every accelerating into tomorrow. Keep an eye on us. 
day and calculates interest not just on the Or better still, let your money grow with us. 


| LEICESTER PERMANENT 





—THE MOST PROGRESSIVE OF THE LARGER BUILDING SOCIETIES : Head Office: OADRY LEICESTERSHIRE · London Office: 49 PARK LANE, W.1 
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Look at the performance of the NCR ELLIOTT 4100. Then look 
at its price. Put them together and you will see the true extent of 
Britain's latest low-cost computer breakthrough. 


The NCR Elliott Forty One Hundred. Britain's bes- computer buy. First multi-purpose machine of 

its price in the world to achieve such versatility, speed and power. Designed and built in Britain— 

and the logical outcome of the highly successful: mine-year partnership between NCR and Elliott- 

Automation. 

The NCR Elliott 4100 has a larger memory than eny other machine in its class. ls faster- Can be 

matched precisely to the needs of individual џзе-з. 15 truly modular . . . truly expandable. With 

standard interface and wide range of peripherals, ве 4100 enables а business to commence with a 

' modest installation and expand it efficiently step Су step. It is supported by an extensive range of E 
software. 

. There are computers that can do as much as the 4" 00 but they cost far more. There are computers 
which cost no more but they can do considerably less. The NCR Elliott 4100 breaks fresh ground 
ail round with its remarkably high performance/cost ratio. 

NCR is working like this right through the comouter field. And its range of high- performance 
equipment is backed by unrivalled experience of setting up efficient systems in every branch 
of business. А 

Talk computers with NCR. it's a profitable business. 
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With this computer, you don't have to toss 
between high performance and low cost... 
You cet both! | 





Both at home and abroad NZR supplies British-built 
machines that will keep you ahead of your competitors ! 
A unique range of business equipment includes 
Adding and Accounting Machines, Cash Registers, 
Input Preparation Equipment, and  British-built 
Electronic Computers (in ccllaboration with Elliott- 
- Automation Ltd). Іп planning your firm's future growth 
you need NCR equipment combined with NCR 
'know-how'. Start that planning now. Talk 
to NCR. 


plan ahead with 





THE NATIONAL CASH REGISTER COMPANY LTD 
206 MARYLEBONE ROAD, LONDON \W1 TEL: PADDINGTON 7070 
Аа NCRMÉ 
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All forms of 
ANALYSIS: ^. — 
are our business "> ., 


Sales i 
Purchasos/Expóriditüre 


Labour and Material Costs | 


Stock Control 
Questionnaires 
Orders/Sales Statements 
also Punching and 
Verifying Cards for users 


-For accuracy and reliability 
‚ МАРС DATA. PROCESSING SERVICE 


13-15 Sheet Street, Windsor 
Telephone 63416 ` 


"RANKING, SPICER AND PEGLER' з. - 


 Mercantile Law 


Eleventh Edition 
By W. W. BIGG, F.C.A. > 
and R. D. PENFOLD, LL.B, 
(of Lincoln's Inn, Barrister-at-law) ` 


‘Intended mainly for: candidates preparing 
for professional .examinations, the book 
contains a concise exposition of the prin- 
ciples underlying the whole field of mer- 
cantile law in a form which is capable 
of ready assimilation and in a content 
appropriate to the demands of the various 
examining bodies. 

Price 255. | Post fres 275. 


HFL (Publishers) Ltd 


IO EARLHAM STREET, LONDON WC2 





ESSENTIAL READING FOR 
PROFESSIONAL & BUSINESS MEN 


| АМО ALL INVESTORS. 


| THE TAXATION OF 


CAPITAL GAINS 


AND 2x | 
THE MC 
TAX 


TWO NEW BOOKLETS SPECIALLY . 
PREPARED BY THE INSTITUTE 

OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 

GIVING | 
CONCISE, PRACTICAL GUIDANCE 

FOR COMPANIES AND INDIVIDUALS 
ON THE MAIN PROVISIONS AND _ 


.EFFECTS OF THE NEW LEGISLATION 


IN THE 1965 FINANCE ACT 


Invaluable to everyone requiring a quick grasp and 
understanding of the new taxes, these two booklets 
—written by experts in clear, direct, terms—are ` Е 
concise and practical guides to the most sweeping’ fiscal 
changes in half a century. Price 10s each post free, a 4 


Demand will be heavy. "Send the order coupon now. 





To: The Secretary, The Institute of Chartered Accountants in 
England and Wales, 56/86 Goswell Road, London E.C.1 | 


` Please send тв . | 
“copies of THE TAXATION OF CAPITAL GAINS at 10s. | 
coples of THE CORPORATION TAX at 106. | 
ose remittance оге. е: | " 
| 
| 








piene erue end Postal Ores shout? De ede payable to CHARTAC 
and crossed) 
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To conclude T will quote on example from the 
largely unexplored territory of comparative ethics, 
selecting just one subject, that of 'inconsistent 
of the European code of the 


Professional Obligations of the Accountant, published 


in 1960 by Union Européenne des Experts Comp- 


tables Economiques et Financiers; says, inter alia, 


that the following are ‘incompatible’ with professional 
practice: 

‘Acting as a merchant . . . the acceptance of any 
public function or commission placing the accountant 
in a position of subordination . . . the exercise of a 
management function whether or not remunerated 
in the non-professional Press’, 

А. rule promulgated by the American Institute of 
Certified Public Accountants says that 


‘A member or associate shall not engage in any 
business or occupation conjointly with that of a 
public accountant, which is incompatible or in- 
consistent therewith’, 

А. code of ethics issued by the Institute y Colegio 
de Contadores Publicos de Chihuahua, one of the 
organizations affliated to the Instituto Mexicano 
de Contadores Publicos, says that 

‘A public accountant would not be considered 
independent or impartial if he has a financial 
interest in the firm under examination which is 
large enough to affect his opinion on the financial 
statements.’ 

In Germany the Wirtschaftsprüfer 

‘Must practise his profession as his main occupa- 

tion. Certain occupations are not compatible with 
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the profession, such as participation in commercial 

or other business enterprises or in finance companies; 

employment by corporstions, including being a 

member of the management of corporations other 

than Wirtschaftprufenagesel'schaften; and being a 

Government employee, except as a teacher. Speci- 

fically mentioned as being compatible with the 

profession are consultation services, teaching assign- 
ments, and free-lance writing.' 
A code of ethics adopted in 1961 by The Institute of 
Certified Public Accountants of Greece prohibits 
a practising member engaging in the following 
activities: 

‘Merchant; civil servant, judge ог notary;, 
employment by a private or public enterprise; 
administrative managing director or an accountant 
of a limited liability company; the pursuit of any 
other profession.’ 

There is much research to be done into this. 
fascinating subject of comparative ethics and I 
commend the subject to the Courses Committee 88 a. 
possible future summer course paper. 


Conclusion 


The Courses Committee has set me a difficult task.. 
I cannot pretend that my address is exhaustive- 
although you may well find it 2xhausting. I shall not 
attempt to sum up except to say that a good general 
rule on ethics is ‘if in doubt ‘don’t’, or better still,. 
ЧЕ in doubt consult the Secretary of the Institute’. 


(Concluded.) 





Weekly Notes 


FISCAL INCENTIVES 

T is commonplace that all developing countries 

throughout the world are in urgent need of capital. 
For this reason many of them have develo a 
variety of tax incentives, often referred to as pioneer 
industry reliefs, and other devices to attract foreign 
investors. As a report prepared by the Fiscal Com- 
mittee of the Organization for Economic Co-operation 
and Development entitled Fiscal Incentives for Private 
Investment in Developing Countries (H.M.S.O. 245) 
points out, non-tax factors are in general of over- 
whelming importance. For example, political stability, 
together with reasonable prospects of profits, and 
the continuing right to remit those profits overseas 
are of overriding importance. 


The report examines in some detail the various 
types of incentive for possible use, such as granting 
a reduction in the current tax liability by reference 
to the amount of capital invested. Alternatively, the 
same ends may be achieved by exemption of the 
income arising from the investment. The report 


stresses that in the case of the capital exporting 
country, the type of tax concession to be offered must 
be one which provides for mors favourable treatment 
of income from a developing country than that of 
other income. Thus, for example, the now abandoned 
overseas trade corporation is a case in point. It is. 
worth noting in the light of the recent budgetary 
measures introduced by the Газошг Government that- 
the O.E.C.D. report considers that direct investment 
is preferable to portfolio investment. The report 
concludes with an examination of the various types. 
of incentives and provisions made by capital exporting. 
countries together with some examples. 


` MODEST RATING REFORM 
S a major domestic political issue, the future of 
the local rate ranks very bigh and all parties are- 
under pressure from their constituency supporters: 
to introduce reforms. The Association of Municipal 
Corporations can hardly be described as an un- 
prejudiced observer in this matter and its latest report 
on rating reform may well be rejected by many rate- 
payers in view of its apparentsupport forthe status quo. 
‘The significance of thia document lies not во much in. 
its several recommendations which, in terms of the- 
revenue they are likely to produce, are rather modest, 
but in the strong unequivocal case it puts forward for- 
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retaining the rating system as the basia for the financ- 
ing of local government. 

lts main proposals for change are: the re-rating 
of agricultural land and buildings, the full rating of 
charities and nationalized undertakings, the partial 
rating of empty properties (in England and Wales, 
since this is already law in Scotland) and, lastly, some 
provision for the lightening of the rate charge on the 
poorest members of the retired community. In all, 
the A.M.C. estimates its proposals would not yield 
more than an additional {100 million, or 9 per cent, 
to the current rate revenue of £1,150 million. 

The proposals made are hardly novel but the time 
is long past when any person or institution had any- 
thing new to say on the subject of rating. The pro- 
posal to re-rate agriculture would add about {100 
million to aggregate rateable values in England and 
Wales and thus produce just over £50 million of rate 
revenue. This affirms a similar figure in a recent 
address to the Rural District Councils! Association by 
Professor A. R. Ilersic, but he questioned whether 


any Government would upset the farming community: 


for во small a gain when it merely represented a trans- 
fer of Government funds. The point is, as the A.M.C. 
and Professor llersic both stress, that subsidies to 
agriculture should be seen as such. 


ESTATE DUTY: REVENUE STATEMENT 


HE following statement relating to the deduction 

of a provisional allowance for capital gains tax 
against estate duty was issued by the Board of Inland 
Revenue on Thursday of last week: 

‘Where the deceased died after April. ii 1965, а) 
unpaid capital gains tax incurred yi ite- 
time, and capital gains tax chargeable in и 
of his death in respect of his free estate, should be 
deducted in the same way as a debt due from him to 
a creditor resident in Great Britain; and (5) capital 
gains tax chargeable in consequence of his death in 
respect of settled property which is liable to estate 
duty on that event should be deducted from the 
value of that property. 

'Although the amount of the tax may not be 
ascertained until some time later, deduction in the 
Inland Revenue affidavit or account, on which estate 
duty is tendered, of a reasoned estimate of the tax 
liability will be accepted, subject to correction in due 
course. ЈЕ estate duty is paid without any deduction 
for capital gains tax, the Estate Duty Office will, in due 
course, repay without interest any estate duty attribu- 
table to the tax and will not, for this purpose, require 
the delivery of a corrective affidavit or account.' 


EUROPEAN CONVENTION FOR THE 
ESTABLISHMENT OF COMPANIES . 
R R. L. WILLS, c.B.E., M.C., the President of 
the Association of British Chambers of Com- 
merce, has written to the President of the Board of 
Trade asking for a clear statement of the Govern- 
ment's intention with regard to the Council of Europe 
Convention for the Establishment of Companies. 


ва. 
АССООМТАМТ 


August 21st, 1965 


Та his letter Mr Wills points out that it is now over 
twelve months since the then Foreign Secretary told 
tae House of Commons that the Government was 
‘considering whether to sign’. 
chambers of commerce affiliated to the Association 
bave shown that commercial and industrial interests 
tiroughout the United Kingdom would welcome а 
Clear indication that Britain is backing the Conven- 
ton and intends to sign it. 

It is recognized that the Convention aims, in the 
frst instance, to do little more than set up machinery 
whereby the laws governing the establishment of 
companies throughout Europe could gradually be 


Inquiries among 4 


Lrought into line. The Council of Europe Convention ' 


is thus rather less ambitious than the E.E.C. attempt 
to create immediately a European type company, 
but the United Kingdom chambers of commerce 
consider that the Council of Europe approach will 
probably prove to be more realistic in the long run. 
Mr Wills, in his letter, d 
that political differences wi the Six are grounds 
for delaying the wider and more gradual move 
towards harmonization provided for in the Council. 
cf Europe Convention. 


GIRO WHITE PAPER 


d White Paper on the Government's plan for 
the establishment of the postal giro was published! 
fust before this issue went to press. It follows the 
>ostmaster-General’s statement in Parliament last 
month, and the announcement of the appointment 
of Mr J. W, Grady as Director of Giro and Re- 
mittance Services. Mr Grady will have full-time 

zesponsibility for the establishment of the giro service 
which is expected to take three years. It will be based on 
a centralized accounting syst 
zide; fully computerized, it be more advanced 
chan any of the Continental giros, and will work to a 
clearing time of twenty-four hours — a credit initiated 
zn a post office today will reach the designated account 
-omorrow, and the recipient will be advised of the 
»ayment on the next day. 

Transfers from one giro account to another will 
5e free, as also will be credit by the account holder to 
iis own account; other payments in will cost 94. 
Payments out, including cash withdrawals by the 
account holder, will cost gd up to £50 and 2s over 
£50; withdrawals will be permitted on demand up 
zo £20. All postage to the giro will be free. 

We shall discuss the proposed establishment of a 
British giro service at greater length next week. 


DEPARTMENT STORES STUDY 


EPARTMENT stores, defined by the Board of 
Trade for purposes of the Census of Distribution 


pel ин on Mersey-- 


recates any suggestion 1 


AN 


>. 
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as large shops with at least twenty-five employees ` 


selling a wide range of goods, one of which must be 
clothing, account for about 6 per cent of total retail 
sales in Great Britain. They also handle more than a 
quarter of all sales of household textiles and soft 
1 A Post Office Giro. Cmnd 2751. H.M.S.O. Price 9d net. 
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furnishings, and virtually one-fifth of women’s ard 
girls’ wear. These and other facts relating to the 7&4 
department stores in Great Britain, of which 220 
„are co-operative department stores, are set out in a 
useful report published by a leading firm of Londen 
advertising consultants. 

Apart from the basic facts of retail distributicn 
through these outlets as provided by the Census af 
Distribution, the report examines the problens 
affecting such stores, e.g. buying policy, stock contral 
and advertising expenditure. A section of г 
report examines the future of these stores in the ligist 
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of recent developments in other branches of the 
retail trade, in particular chain stores, supermarkets 
and mail order firms. 

Department stores, notes Фе report, are currently 
running into strong competit on from the specialist 
shops, both in terms of fashior as well.as of furniture, 
which is extending outside Loadon. It concludes that 
the image of the store seems to be based on a certain 
exclusive status which it acqu-red by its past associa- 
tions with a more limited midcle class, and the future 
of the department store deperds on how successfully 
it can project this image to the new ‘middle class’. 





, This is My Life. . 


by An Industrious Accountant 
- CHAPTER 290 


ROWSING through my shelves for holidzy 

reading I found an old copy of Ivanhoe, ог= 
incident in which illustrates the erroneous Victorien 
idea that the twelfth century was largely illiterate ага 
primitive. It occurred before the siege of the cast 
of Torquilstone, when a letter demanding surrender 
was delivered to the Normans. 

The script meant nothing to the Baron Front-d-- 
Boeuf. The polished courtier, de Bracy, could net 
write; he gave up the effort because ‘all his lette3 
M. Were formed like spearheads and sword-blades’; on 

“^the Templar, de Bois-Guilbert, could read it. The 
reply meant as little to the foresters and swineberc3 
outside, including Robin Hood, who could on 
understand it: ‘If the long letters were bows, and the 
short letters broad arrows’. Only the King and tke 
Prior appear to have been literate. 

Yet, in fact, there was a systematic and comple= 
national structure which dealt efficiently with financial 
administration. Our predecessors in the accountire 
world, in particular, had ample scope. 

They must have had the contemporary equivalen-a 
of Schedule E assessments.to handle, with benefits m 
kind which would puzzle today’s experts. Henry — 
had a household chancellor, for example, whose 
daily remuneration was 5s, three loaves of varyinz 
quality, two measures of wine, a wax candle wit 
forty candle-ends, and two meals at the King’s table. 
The great nobles paid poll-tax, scutage in lieu c 
^ foreign service and ward-money in lieu of hom= 
ү garrison duty- presumably allowable as ‘wholly 
` necessarily and exclusively’ incurred. The ставе 
coinage, the notched wooden tallies and the sheepski= 
rolls which served as the debtors’ ledgers of the time 
all needed accountants or comptrollers to record them 

The provision of finance, liquid cash to suppox 
the steady growth of domestic and foreign trade iz 


the reign of the second Henry, was another problem. 
Lending money for interest, or usury, was forbidden 
to Christians; hence it becams the monopoly of the 
Jewish community who prospered hugely, as well 
they might when an interest -ate of 43 per cent per 
annum was considered normal. Aaron of Lincoln 
included among his clients the King of Scotland, the 
Archbishop of Canterbury, and the cathedral of 
Lincoln, as well as the King himself, and on his 
death it was necessary to estzblish a special depart- 
ment of the Exchequer to administer his huge estate. 

Personally, I found executozship law a boring and 
difficult examination study. It might have proved far 
more interesting had I known of the cynical Plan- 
tagenet background by which the king was automatic- 
ally heir to the property of every deceased Jew. 

Much of the feudal wealtà of England, outside 
that owned by the nobility, belonged to the great 
monastic houses; and here again our predecessors 
can be seen in the bursars – the cowled, tonsured 
monks, who controlled the abdey’s resources. These 
usually included farms, guesthouses, workshops, 
breweries, dairies, gardens ani cattle, as well as the 
untold treasures of jewelled -eliquaries and golden 
or silver vessels. St Alban's Abbey had estates with 
rent rolls and dues in a dozea counties. Old Abbot 
Hugh of Bury, God-fearing and far from money- 
minded, fell deeply into deb»; Abbot Samson, his 
successor and an energetic adrrinistrator, restored the 
abbey's fortunes and repaid the debts. I like the 
contemporary phrase that he entered all matters in a 
book which he kept daily. Perhaps he was as good an 
accountant as an abbot. 

Certainly these religious hoses served as training 
schools for clever clerks to rise го the greatest adminis- 
trative posts in a society where only one in a thousand 
could read or write. À са] example was the 
Canterbury Archdeacon, Thornas à Becket, who rose 
to be Chancellor of England. I can’t recall-any of this 
age’s accountants who have become Chancellors; and 
how many would take the post if the penalty was the 
same as Becket’s? It is axiomatic that a martyr 
enhances the prestige of a rause; perhaps some 
accountant would volunteer, for the good name of the 
profession, to die in support of a qualified audit 
certificate. 
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Commerce 


Associated Fire Alarms 


HIS week's reprint of the 1964 accounts of 

Associated Fire Alarms should be read in coa- 
junction with the reprint, in The Accountant of July 
roth, of the interim report circulated to shareholders 
on July 2nd. In that statement the net profit for 1954 
was put at £46,816. The full accounts, it will be seen, 
show а loss of £885,227 and the reason for the chanze 
is found in Note 8 to the accounts. 

The change in the formula used for capitalizing 

paratus on hire follows the investigation made irto 
the company’s position by Mr Ian Morrow, CA., 
F.C.W.A., the consultant who was invited to make 
the investigation by Westminster Bank and Barcleys 
Bank. Mr Morrow is to become chairman of the 
company in place of Mr William McPhail who, 
however, will remain on the board. 

Both the banks and also Mr McPhail are providing 
additional facilities to the company which, in the czse 
of the banks, will be secured. Steps have been taken 
greatly to increase the income of the group aad 
estimating procedures have been brought up to date. 
Economies have been made wherever possible. 


Too Much 


In his statement with the accounts, Mr McPhail 
describes the events leading up to the revelation of 
the company’s straightened financial circumstances. 
It is a familiar story of attempting too much with 
inadequate administrative and accounting procedures. 

Compared with 1963, there was an increase of 
27% per cent in operating costs. The group's Australian 
interests, as a result of severe competition and 
exceptional ee contracts, made an unex- 
pected loss. Associated Fire Alarms itself continved 
to expand on its existing range of business operations 
while, at the same time, developing new lines and 
research which absorbed large sums of money. "This", 
Mr McPhail says, ‘was particularly noticeable in the 
techniques and devices in fire and crime which, 
though: much needed, cannot be expected to yield a 
profit for some time to come.’ 

Similarly, development at branch depots ate up 
funds on which commensurate return was ‘several 
years’ away. Gross turnover increased by about 
23 per cent in the United Kingdom companies end 
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Ly 28 per cent in the overseas businesses and “this 


resulted in over-trading and the need for additional ` 


finds’. 

The company’s policy was to generate profit 
sufficient to meet normal trading needs and at the 
game time provide necessary finance for leasing opera- 
tons which would normally be financed by other 
means of credit. 


Too Quickly 


- In short’, Mr McPhail admits, ‘the group developed 


cn too broad a front too quickly and each activity by 
icself required further infusion of new money to meet 
the day-to-day requirements of the business and to 
рау for the hire contracta which have been increasing 
et a very rapid rate.’ Heavy pressure on group ad- 
ministration resulted in serious arrears which in turn 
led to errors in internal accounts which obscured the 


growth. 

‘It was not readily apparent that the group was 
Бвіпр money,’ Mr McPhail adds, ‘and as a conse- 
quence belated action was taken to correct our price 
etructure. Contracts were accepted and completed 
st uneconomic rates. We are satisfied that the wrong 
jorecasts were the result of genuine errors.’ 

It was expected that the group would show a useful 
profit which would have justified an increase in 
capital and allow repayment of short-term bank 
borrowings. Results did not justify a market operation 
znd in the conditions of a severe credit squeeze, great 
difficulty was experienced in raising additional finance: 


P 


Manifest Indulgence 


As reported on these pages оп July roth, various 
attempts were made to find a formula for the merger 
of the group with other companies but final negotia- 
sions were superseded by the arrangements with 
Westminster Bank and Barclays Bank, and Mr 
McPhail thanks those two institutions for ‘their 
manifest indulgence and help’. 

It will be appreciated from Mr McPhail’s review 
zhat the formula used for capitalizing apparatus on 
nire was not necessarily the main factor in the run 
down of the organization. It was a major factor in 
obscuring the true rate of group profitability, but 
over-expansion and internal а tive and 
accounting inadequacies were a decided influence. 

Apart from the change of formula, the earnings 
Dosition has been affected by an additional provision 
against debtors and by the decision to write off ` 

zesearch and development in the year in which it is 
-ncurred. 

Another point is that as the results of the first 
six months of 1965 were not known at the time of the 
presentation of the 1964 accounts, no provision has 
Deen made against any loss in this period should it 
arise. 


, 


1 


· meal position of the company in a period of rapid Vf! 
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ASSOCIATED FIRE ALARMS LIMITED/$4th ANNUAL REPORT AND ACCOUNTS 


CONSOLIDATED BALANCE SHEET 
AS AT 31st DECEMBER, 1964 





1963 
£ £ 
SHARE CAPITAL 
Authorlsed: 
£2,000,000 12,000,000 Ordinary Shares of 5/- esch 
| Issued: 
1,628,656 8,922,846 Ordinary Shares of 5/- each, fully paid 
CAPITAL RESERVES (Note 1) 
2,195,353 Share Premium Account 
90,935 Others 
2,286,288 
3,914,944 
ADVERSE PROFIT AND LOSS ACCOUNT BALANCE 
563,627 (Surplus) LESS REVENUE RESERVES (Note 2) 
4,478,571 
711,284 MINORITY INTEREST In Sublsdiary Companles 
109,365 FUTURE TAXATION 
195,508 RENTAL & MAINTENANCE INCOME received In advance 
CURRENT LIABILITIES 
922,276 Creditors & Accrued Expenses 
458,542 Current Taxation 
159,608 Interim Dividend (since paid) 
2,014,056 773,630 Bank Overdrafts (partly secured) 
17,008,784 


August 21st, 1965 


1964 4 





£ £ 

£3,000,000 

2,230,712 
1,795,683 
101,217 

1,896,900 

4,127,612 

378,235 

3,749,377 

16,376 

6,254 ie» 

223,445 

900,217 


237 
2,092,841 3,122,851 


£7,118,303 








ASSOCIATED FIRE ALARMS LIMITED/34th ANNUAL REPORT AND ACCOUNTS 


BALANCE SHEET 
AS AT 3ist DECEMBER, 1944 


1963 
£ £. 
SHARE. CAPITAL 
Authorised: 
2,000,000 12,000,000 Ordinary Shares 5/- each 
— 
Issued: 
1,628,656 8,922,846 Ordinary Shares of 5/- each, tully pald 
CAPITAL RESERVES (Note 1) 
2,195,353 Share Premium Account 
29,661 Others 
2,225,014 
ADVERSE PROHT AND LOSS ACCOUNT BALANCE 
475,211 (Surplus) LESS REVENUE RESERVES (Note 2) 
4,328,881 
20,000 FUTURE TAXATION 
33,183 RENTAL & MAINTENANCE INCOME received in advance 
CURRENT LIABILITIES 
317,375 Creditors & Accrued Expenses 
— Amounts due to Subsidiary Companies. 
69,681 Current Taxation 3 
159,608 Interim Dividend (since paid) 
638,190 Bank Overdrafts (partly secured) 
1,184,854 


5,566,918 





1964 
£ £ 
£3,000,000 
2,230,742 
1,795,683 
"33,452 
1,829,135 
4,059,847 
395,354 
3,664,493 
220,145 
555,790 bw 
441,016 | hid 
27'820 / 
51,237 
1,978,494 
3,054,357 
£6,938,995 
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1963 1964 
Net е Мас Book Net Book Aggregate Net 
Т Depreda- Value at Value st — Deprecia- 
Чеп 30.6.1948 30.6.1948 Чоп 
subsequent subsequent 
cost or cost or 
valuation valuation 
£ £ £ £ £ £ 
FIXED ASSETS 
636,352 13,106 649,458 Freehold Land & Buildings 404,424 13,649 390,775 
73,443 15,154 88,597 Leasehold Properties 101,290 18,639 82,651 
276251 169,153 445,404 Motor Vehicles, Plant & Ma-hinery, Furniture, Fixtures & Fittings 453,630 169,970 283,660 
М i VI & Central Station Equipment and Apparatus on Hire: 
ote 8 
2,412,138 824615 3,236,753 U.K. 3,730,648 1,197,680 2,532,968 
— — — Overseas 10,002 9,650 
3,398,184  £1,002,008 — £4,420,212. £4,699,994 1,400,290 3,299,704 
EXCESS COST OF SHARES In Sabsidlary Companies over book values at the date of 
807,656 acquisition 674,782 
INVESTMENT IN SUBSIDIARY, COMPANY not consolidated at realised value 
59,834 (Note 4) 484,375 
111,867 PATENT RIGHTS AND DEVELOPMENT at cost less amounts written off 132,505 
2,969 TRADE INVESTMENTS at cost ( ess provision £17,800) 205,281 
4,380,510 4,796,647 
CURRENT ASSETS 
1,108,190 Stock and Work in Progres: at or under cost 893,425 
1,446,466 Debtors (less provision for Joubtful debts) 1,411,491 
73,618 Balances at Bank and Cash i» Hand 16,750 
2,628,274 2,321,656 
W. A. McPHAIL 
E. E. GANT Directors 
J. D. NUTTALL 
#7,008,784 £7,118,303 
This Balance Sheet Is to be read in ronjunction with the Notes on page [254]. 
1963 1964 
Net _ Aggregate Мес Book Net Book Aggregate Net 
Deprecis- Value at Value 2: — Deprecia- 
tion 30,61 .6.1948 tion 
subsequent subsequent 
cost or cost or 
valuation valuation 
£ £ Е Е £ £ 
FIXED ASSETS 
301,452 8,991 310,443 Freehold Land & Buildings 318,576 8,951 309,585 
49,049 7,745 56,794 Leasehold Properties 59,939 11,109 48, 
164,533 88,01 3 Motor Vehicles, Plant & Machinery, Furniture & Fittings 284,245 109,794 174.451 
2,412,138 824615 3,236,753 Fire, Police & Central Statior Equipment & Apparatus on ^ Hire (Мосе В) 3,730,648 1,197,680 32, 
2,927,172 £929,364 £3,856,533 £4,393,408 1,327,574 3,065,834 
INVESTMENTS IN SUBSIDIARY COMPANIES 
1,406,547 U.K, Companies — at cost ( ess provision £25,895) 950,499 
5477 "M сг s realised value (Note 4) a ium 
1,601,284 Я rseas Companies at cost 1,748,695 
PATENTS RIGHTS & DEVELOFMENT 
48,826 at cost, less amounts written off 43,416 
— TRADE INVESTMENTS at cost (ess provision £17,800) 201,184 
CURRENT ASSETS . 
509,862 Stock and Work In Progress st or under cost 610,055 
331,312 Debtors (less provision for coubtful debts £145,028) 1,058,029 
2,924 Balances at Bank and Cash ia Hand 3, 
989,63 145,538 Amounts due from Subsidiary Companies __ 208717 1,879,866 
кү А. McPHAIL 
GANT Directors 
y Б. NUTTALL 
£5,566,918 £6,938,995 





This Balance Sheet is to be read In conjunction with the Notes on page [254]. 
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ASSOCIATED FIRE ALARMS LIMITED/S4th ANNUAL REPORT AHD ACCOUNTS 


NOTES ON THE ACCOUNTS FOR THE YEAR ENDED Mst DECEMBER, 1964 


1. 


2. 


3. 


REPORT OF THE AUDITORS 



























































1964 | 1963 
3 £ £ £ st = £ 
Parent Group Parent Group ' 
Company Company 
Capital Reserves 
SHARE PREMIUM ACCOUNT 
At 1st January, 1964 2,195,353 2,195,353 1,432,142 1,432,142 
Add: Premiums on shares Issued duriag year, less expenses 145 45,508 ,373,957 1,373,957 
2,340,861 2,340,861 2,806,099 2,806,099 
Less: Capitalisation on the basis of one share for every three злагез 
held on 5th May, 1964 545.178 545,178 610,746 610,746 
£1,795.683 £1,795,683 12,195,353 2,195,353 
OTHER CAPITAL RESERVES | 
At 1st January, 1964 29.661 90,935 29,531 30,315 
Add: Profit on sale of Subsidiary Company 29,875 29,875 
59,536 120,810 
Less: Loss on sale of fixed assets 189 6,302 (Profit) 
Provision against Investments In subsidiary companies 25,895 25,895 
26,084 19,593 
£33,452 £101,217 £29,661 £90,935 
Adverse Profit and Loss Account Balance less Revenue Reserves 
Revenue Reserves at 1st January, 1964 30,260 36,510 30,260 30,260 
Add: Transfer from Profit & Loss Account — — — 6,250 
30,260 36,510 30260 36,510 
Less: Subsidiary Company not consolideted (Note 4) — 6,250 — — 
Pn | 30 30,260 30,260 36,510 
Adverse Profit and Loss Account Balance at 34st December, 196+ 425,614 408,495 444,951 527,117 
(Surplus) (Surplus) 
£395,354 £378,235 £475,211 £563,627 
(Surplus) (Surplus) 
Estimated amounts of Capital Commltmerts at 31st December, 1954 — — £5,000 £26,000 








The Accounts of а Subsidiary Company so d since 31st December, 1864 have not Seen consolidated. The Investment in this Company Is included at the 
realised value (£484,375). 


The charge for Income Tax relates to Overseas Companies. 
The only depreciation charged on freehold land and bulldings is £543 In respect of one Subsidiary Company. 


On 31st December, 1964, there were contingent liabilitles In respect of Bankcguarantees for subsidiary companies, an associated company and employees 
of the Company amounting to £64,178. | i: 


Additions during the year to Fire, Pollce and Central Station Equipment anc Apparatus on Hire are not individually costed. In the years 1962 and 1963 
additions were capitalised at 14 wipes of che annual income ассги!л from new installations, As a result £1,147,496 and £1,301,804 were deduc- 
ted from operating costs for 1 and 19€3 respectively. 

For 1964 the basis of valuation has been alzered for installations dur ng the pear. Acting on Independent advice these have been capitalised by reference 
to future anticipated profitability. This haz been taken as equivalent to 5 years purchase of the annual income and on the basis of information now avall- 
able it is Intended to use this formula In future years. 


Depreciation has been provided In 1964 at 10% of the gross book value (.6.-10% of £3,730,648). Had thls Баз а been used in 1963 tha depreciation 
charged would have been £323,675 which compares with а proyisicn then rade of £393,406. 


H the basis of capitalisation and depreciation used In 1964 had been used In 7962 and 1963 the net book value of Fire, Police and Central Station Equip- 
ment and Apparatus on Hire at 31: December 1964 would have been £1,477,515 against a value shown on the balance sheet of £2,532,968. 





We have audited the annexed balance sheet and have obtained all the Information and 
explanations which we considered necessary, Proper books of account have been kept and 
the balcnce chest is in agreement therewith. 


We have exami sed the annexed consolidated balance sheet and consolidated profit and loss 


account. The secounts of some of the subsidlary companies have been audited by other · 


firms, Im our ор: nion the balance sheet and consolidated accounts together with the notes 

relatirg therete comply with the uirements of the Companies Act 1948 and give, 

dependent on t 16 bases of valuszion referred to at Note 8 a true and falr view of the state 

of the Company's affairs at 31st December, 1964, and хо far as concerns the members of the 
- Company a tru! and fair view of the stata of affairs and of the loss of the Group. 


22-24 Ey Place, Tansley Witt & Co, 
London, E.C.1. Chartered Accountants 
6th August, 1965. 
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CITY NOTES 


HE stock-market has managed to maintain 33 

firmer appearance this week, There is a distin 
inclination to look at industrial equities in terms = 
the merits of individual shares at current prices rath = 
than to view the equity market as a whole in terms x 
any blanket rise. 

This change of mood suggests that the City, ard 
more particularly the Stock Exchange, is beginnir = 
at last to divorce itself from its own particular view 
Lack of investment confidence does not necessari— 
mean lack of industrial confidence. Admittedly crecr 
and other measures are likely to take the top off in- 
dustrial activity in some sectors but that does nx 
necessarily presage a widespread industrial recessiox. 

It is on this argument that there is tentative buyirz 
of selected industrial shares. The movement is sti. 
tender and could be nipped in the bud if prices па. 
away, but funds are unlikely to be committed -= 
the market on any substantial scale until the autur. 
pressure season for sterling has been negotiated. 

* * * * 


Bee of Trade rejection of the Natione 
Provincial Bank's head office rebuilding plans 
quite apart from appearing a wrong decision, does пж: 
bode well for the Stock Exchange's rebuilding hopes. 
The problems of the two institutions have much = 
common, turning as they do on attempting modeme 
operations from a complex of old and inefficier- 
buildings. In both cases adjoining properties we: 
acquired as a preliminary to rebuilding plans. The 
refusal of development permission will therefo-« 


-not only deny the institutions the ability to modernize 


` on planned lines but will throw up property owne ` 


~ 
RS 


‘ship problems as well. 


UGGESTIONS that а brave company should 

test the real temperature о> the debenture market 
by making a public offer for sale seem unlikely to be 
taken up. It 18 argued that companies placing deb- 
entures very largely with institutions may be paying 
the institutional rather than the open market rate for 
this type of finance. Making an offer for sale, however, 
is costly compared with the expenses of a placing and 
there is also the point that a debenture, going into 
small investment hands as a result of a public offer, 
wil throw up higher admiristrative costs than a 
debenture taken up by relatively few institutions. 
"There is no real evidence, as yet, that the institutions 
are tired of taking debenture stock on current 
favourable terms. 


* * * * 


Ocean Steam Ship Company - the Blue 
Funnel group — has lost little time in using its 
share quotation gained as a result of an introduction 
to the market last March. Details of the marketing 
showed the company to own azout 38 per cent of the 
capital of Liner Holdings — the Elder Dempster- 
Henderson Line group – and Ocean has now made 
an agreed bid for the balance. 

In any merger of this kind there are usually 
economic as well as fiscal factors to be considered. 
There should be economies within the larger group 
but there is a corporation tax factor in Ocean's 


"original trade investment in Liner Holdings and in the 


fact that Liner Holdings in tke past three years has 
been supplementing dividenda by tax-free distribu- 
tions. 


RATES AND PRICES 


Closing prices, Weazesday, August 18th, 1965 
Tax Reserve Certificawss: interest rate 28.11.64 3195 


Bank Rate 
Nov. 2, 1961 | 695 Jan. 3, 1963 4 
Mar. 8, 1962 44 Feb. 27, 1964 5% 
Mar, aa, 1962 % Nov. 23, 1964 7% 
April 26, 1962 4% June 3, 1965 б 
Treasury Bills 
June :1 £5 12: 0:994% July 16 5 тағ 4'63d— 
June 18 5 114 9°574%, July 23 5 12: 6:87d— 
June a5 5 10s 10028 July зо £5 тағ 7'1745- 
July 2 £5 tos 0'664%  Aug.6 £5 125 5'4145 
July 9 £5 11: 9'954% Aug.13 £5 тоз 10:6945- 
. Money Rates 
Day to day 44-54% Bank Bills 
7 days qo 44-58% 2 months 5-65 
Fine Trade Bills 3 months 5i-6— 
3 months TAY 4 mon 51-6— 
4 months —749% 6 months 58—65 
6 months A4 Е 


Foreign Exchanges 

New York 2779 Frankfurt 11'19 

ontreal 3'00M — Milan 1743 
Amsterdam 10'04: Око 19:063 
Brussels 138:51 Pa-is 13:671 
Copenhagen 19°37% Zürich 12:04 

Gilt-edged 

Consols 4% бо  Funding3% 59-69 870 
Consols 24% 39 Savings 3% 60-70 83% 
Conversion 6% 1972 96 rings 3% 65-75 724 
Conversion 54% 1974 9 Savings 24% 64-67 93% 
Conversion 5% 1971 91:1 Treas. $196 2008-12 83d 
Conversion 34% 1969 89% Treasury 5% 86-89 82% 
Conversion 3 ф ив Treasury 3194 77-80 72 

unding 54% 8a-84 ВВ ‘Treasury 34% 79-81 706 
Funding 4% 60-90 о} Treasury 24% 39 
Funding 31% 99-04 58 Victory 4% 95 
Funding 3% 66-68 893% Wer Loan 34% 53% 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor dost 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Accountancy Education 


Sir, — At a time when education is uppermost in the 
minds of most accountants who care B the future of 
their profession, I think your readers might be inter- 
ested to hear of the attitude that is adopted even now 
by what I profoundly hope is only a small section. of 
its members. 

The Bromley Centre of the Association of Certified 
and Corporate Accountants has accepted responsi- 
bility for organizing on behalf of the parent body the 
series of week-end schools for students that have now 
become a regular feature of its educational activities. 
'The first of these schools was held at New Colleze, 
Oxford, in March of this year, and with its programme 
of intensive lectures and practical working sessions 
it was acclaimed a tremendous success by the studeats 
who participated. The next one is to be held on 
September 3rd—sth, and in an endeavour to obtain 
as wide a geographical representation of students as 
possible we have asked the Association's district 
society committees to bring it to the notice of poten-ial 
candidates residing within their areas. 

from these contacts with our district 
societies I have been made aware of what I can oaly 
describe as a deplorable state of affairs in relation to 
requests made by students that their employers 
should grant them time off from work to travel to 
Oxford to attend the school. This can best be sum- 
marized by quoting from a letter received from -he 
secretary of one of the West Country societies, viz.: 
‘Mr XXX reports that we have in this district no 
students serving under articles with our own members 
the majority being employed as clerks with members 
of the Institute who are not inclined to put themselves 
out to support their employee's studies when there is 
no means of ensuring continuity of service’. 

I find it difficult to believe that this attitude is 
typical of more than a small minority of the profession, 
but that in 1965 it exists at all is a sad reflection on its 
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members’ ability to discern where lies their own self- 
-nterest and responsibilities. 

The students who attend these schools give up 
-heir own week-ends, and in return they receive the 
Denefit of first-class pre-examination tuition in an 
academic environment — there is no question of 
chem wasting their time. I appeal to all accountants, 
whatever their professional body, to accede to 
any request from an Association student in their 
amployment for time off to travel to Oxford to attend 
эпе of these courses. 

І think it is only fair to add that I am aware that 
зоте employers have gone so far as to make a financial 
zontribution towards the expenses incurred by their 
students, and we are always prepared to issue certi- 
‘icates of attendance for this purpose. However, it 
в probably a little too Utopian to expect that this 
will become the rule – and I would be happy for the 
2resent if I could be sure that at least our students 


зате to Oxford with the blessing of their principals. qe 


Yours faithfully, 


D. К. DAWES, а.А.С.С.А., ATLI, 
Director of Studies, 
A.C.C.A. WEEK-END STUDENT SCHOOLS. 
London EC}. 


U.S. Power Company’s Dual Accounts 


3m, – In your issue of July 24th, you made reference 
-n your feature “The Accounting World’ to the dual 
accounts contained in the 1964 report of The Montana 
Power Company. You correctly noted that Messrs 
Price Waterhouse & Co stated their opinion as to 
which of the two sets of financial statements are the 
znore useful to stockholders. 


Atthe end, you noted that Messrs Price Waterhouse ' 


X Co were of the opinion that the financial statements 
based upon accounts prescribed by the Federal Power 
Commission presented fairly the financial position; 
there could be inferred that the other set of financial 
statements, based upon accounts prescribed by the 
State Public Service Commission, did not. Actually, 
the firm reported that both balance sheets ‘presented 
fairly' — the one based upon the State's Commission's 
accounts being stated as ‘in conformity with generally 
accepted accounting principles’, whereas the other was 
reported as ‘in conformity with the applicable account- 
ing regulations and orders of the Federal Power 
Commission.’ 
Very truly yours, 
HERMAN W. BEVIS, c.P.4., 


New York. Prick WATERHOUSE & Co. 






Telephone Victoria 2002 (3 lines) 
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The New Taxes 


i ps tax system in Britain, as in other countries, | 8 
grown over a long period. It takes two basic forma, 
direct and indirect taxation. The former could be агу- 
thing from the old poll tax or window tax, to the preser t 
taxation of actual incomes received. Income tex 
basically in its present form was introduced by Fit 
during the Napoleonic wars and has remained alwzss 
with us, growing in complexity as the years take thc 
toll. It has become, in fact, so complex that a very 
large Revenue staff is needed to administer it, besices 
the many tax advisers who make a reasonable incor 
from sorting out the individual problems that it causes. 
It is, of course, applied to companies (being Лева] 
, persona’) as to individuals. It has grown branches in tæ 


~s form of profits tax for companies and surtax for ince 


viduals, the proper understanding of each of which woudi ` 


be a task at which even Hercules may have shuddere= 

Indirect taxation on the other hand is, theoretical, 
fairly straightforward. In fact, it makes its own com 
tribution to the intricate web of difficulties in which 
the fiscal system is enmeshed. It is a tax normal~ 
imposed on goods purchased for resale, i.e., it is levice! 
on the manufacturer on that part of his output which 
is purchased. The principal categories are purchas- 
tax and excise duty, and there is also import duty ~: 
tax levied on goods purchased from other countriex 
Although indirect tax is ‘theoretically’ levied on the 
manufacturer it is, of course, eventually borne by tks 
consumer to whom it is passed on in the form of higher 
prices. 


Problems of Definition 

The principal problems connected with this form e^ 
taxation are those of definition, i.e., a tax may be leviez 
on cars, but not on vans; but what distinguishes = 
van from a car; Ів it a question of use or of desigr= 
Though indirect taxation is less complex than the 
direct form and is of less concern to the accountant, t 
is by no means always straightforward and, taking bot- 
together, one cannot but have some sympathy for the 
judge who remarked that the provisions of a certair 
Act were ‘so tortuous and misleading’ that he we 
tempted to dismiss them as meaningless. Nor, whet 
one considers the difficulties of drafting to give effect tc 
the wishes of the Government in the annual Financ 
Bill, can one have little but sympathy for the draftamax 
who, in the 1952 Finance Act, supplied us with thet 
disturbing statement that ‘. . . a company shall not b= 
deemed to cease to be resident i in the United Kingdora. 
by reason only that it ceases to exist. 

In view of these and other facts, it is not surprising 


· that many thoughtful men have suggested that += 


РА 


whole tax system be revised and some effort mad» 
towards simplification. Various suggestions have beem 
made. Attention has centred around what is known as 1 
sales tax, which would be levied on purchases by th- 
consumer and accounted for by the retailer. The 
principal objection to this lies in the administrative 
problems it poses. 

While it might be pleasant to dispose of direct taxa- 


tion as did Russia some years back, to rely on indirect 
taxation it would be difficult to devise a system which, 
without State control of industry and prices, could be 
easily administered. Having to allow for elasticity of 
demand, fluctuation in the prices of goods and for 
trade cycles would result in the yield from taxation and 
consequently in Government funds being lowest in a 
slump period wben the need for money was greatest. 
Nevertheless, certain countries have used this form of 
taxation to supplement direct taxes with considerable 
success, 

As far as Britain is concerned, each political party . 
has its ideas for reorganizing the collection of revenue. 
The abolition of Schedule A was a step forward but 
nothing fundamental bas been attempted until this 
year. Тће short-term capital gains tax introduced by 
the Conservative Government in 1962 cannot be said 
to have been intended to simplify the tax laws. 


Corporation Tax 


The present Government has now, however, taken 
the more radical step of introducing a corporation tax. 
This is not a new concept and-is only an initial move 
towards a complete reappraisal and reformation. The 
purpose of a corporation tax is to levy a straight per- 
centage on profits of all companies, thus substituting 
one tax for the two-tier system of income and profits 
taxes. Assessments are to be on the basis of accounting 
years instead of what were previously and nebulously 
referred to as ‘years of assessment’. 

Unfortunately, due to the fact that the tax laws are 
looked upon as economic weapons as well as means of 
raising revenue, the projected corporation tax has been 
loaded with an additional tax on dividends paid (this to 
encourage the ploughing back of profits). In addition, 
there is to be a new and seemingly involved capital 
gains tax which, added to the problem of surtax 
deductions on the small family company (which still 
remain possible), makes the prospect more than a little 
bewildering, and it is not to be wondered at if the 
accountant suspects he may perchance have wandered 
to the other side of the looking-glass. He may, indeed, 
ponder the words of Ashbury, J., who, in а different 
context, is known to have remarked that the position 
had been ‘considerably complicated by the simplifica- 
tions introduced by the new legislation’. 

However, laws, albeit complex, have to be applied 
and it is accordingly necessary to endeavour to assimi- 
late some knowledge of them. The purpose of these 
notes is not to explain the new legislation in detail but 
to offer an outline of the main provisions, and perhaps 
the easiest method is to tabulate them, as follows: 


(a) CORPORATION TAX: 
(i) applies to all bodies corporate or unincorporated 
associations excluding partnerships; 
(ii) applies to all profits and income and is in place 
of income tax and profits tax; however, 
(iii income tax will still be payable on dividends 
paid: this is an additional levy; 
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(iv) corporation tax will be levied at a flat percentage; 

(v) assessments will be for accounting periods not 

for years of assessment, e.g., year ending Decem- 

ber 31st, split into two periods — January-March 

and April-December — and apply the rete 

relevant to each financial year ending March 
31st; 

(vi) the rate will be fixed in tne annual Budget for 
the preceding year; 

(vii) tax will still be deductible from annual charges 
paid, the income tax rate being taken; 

(viii) if а company receives dividends, it will not pay 
corporation tax thereon; these will be received 
less income tax. This will not be repayable kut 
may be set off against tax deducted from divi- 
dents paid. Repayments rnay be allowed where 
the company has made a loss. Dividends from 
companies being subsidiaries of the receiving 
company may be paid in full; 

(ix) deductions can be claimed for seven-year 
covenants to charities; 

(x) where tax is paid overseas, relief may be claimed 
against corporation tax, but not against the -ax 
paid on dividends out of those particular profts. 
Other complex regulations affect overseas com- 
panies; 

(xi) existing income tax losses may be carried for- 
ward and set off against corporation tax; 

(xii) closely controlled companies will be subject to 
restrictions on directors’ remuneration (as with 
profits tax). They will also be liable to be assessed 
to income tax and the members to surtax where 
adequate distributions are not apparent; 

(xiii) corporation tax will commence on income arising 
after the date which was the end of the basis 
period for 1965-66. 


(b) Caprrat Gams Tax 
Short-term 


(5) similar to the tax introduced in 1962 but with 
certain amendments; 

(ii) gains from assets held and disposed of witain 
twelve months will be taxed as income. No 
distinction now to be made between land and 
other assets; | 

(iit) the assets chargeable will be wider in range than 
in the 1962 Act and will be generally much the 
same as for the long-term tax; 

(iv) the long-term tax always to apply to surpluses on 
the winding-up of estates; 

(v) assets acquired prior to April 7th, 1965, wil be 
subject to tax as income for individuals or 
corporation tax where the assets are owned by 
companies if disposed of within the relevant time 

- period following acquisition ; 

(vi) losses allowed to be carried forward under the 
old tax will continue to be so treated; 

(vii) all tangible movable property comes into the 
range except ordinary motor-cars and currency 
for personal spending in foreign countries; 

(viii) where the consideration is less than £1,000 then 
the gain is excluded (all assets sold as a set to one 
person are one item for this purpose); where the 
consideration is greater than {£1,000 taz is 
limited to half the difference. 
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(3) covers all gains arising after April 7th, 1965, not 
subject to the short-term tax; 

(ii) the new tax will not be retrospective. Only the { 
proportion of the gain applicable to the period * 
after April 6th, 1965, being taxable, e.g. asset held 
for ten years sold March 1966 — only one-tenth 
of the gain is subject to tax. Тће apportionment 
is to be on a time basis except in the case of 
quoted stocks and shares and land with a 
development value. The taxpayer may elect to 
pay the tax on the actual increase since April 6th, 
1965 — this applies to all assets; 

(iii) tax, or loss relief, will in no event be greater than 
on the actual gain or loss; 

(iv) persons liable are individuals and companies 
resident or ordinarily resident. Residents not 
domiciled are only taxed on gains remitted. 
Charities etc., which have been exempt from 
income tax will also be exempt from capital 
gains tax as also will local authorities; 

(v) assets declarable — all property whenever it was 
acquired except a principal private residence in 
owner-occupation. Other exemptions apply 
(inter alia) to: National Savings Certificates; 
Premium Bonds; Defence Bonds; National 
Development Bonds; normal life assurance 
policies; tangible movable property sold for 
less than £1,000; works of art and other objects 
of national interest provided they remain in the 
country and are not sold except to a national 
institution; the first £5,000 of net gains in the 
winding-up of an estate; gifts of £100 or less 
to one individual; private motor-cars; gambling 
and pool winnings; 

(vi) flat-rate charge of 30 per cent for individuals. 
Alternative is to assess additional income tax 
payable if two-thirds of net gain were treated as 
unearned income; option with individual. Com- 
panies will normally pay corporation tax on 
capital gains; a company which is not liable to 
corporation tax on revenue profits in 1965-66 

-will pay capital gains tax at 35 per cent on long- 
term and short-term capital gains in that year; 

(vii) profit equals cost plus improvements plus 
expense of disposing of the asset, deducted from 
selling price; 

(viii) maintenance costs cannot be charged against the 
profit; 

(ix) special provisions apply to investment and unit 
trusts, and to wasting assets, e.g. when a lease 
is sold the part of the cost applicable to the 
residue is deducted, not the original price of 
the lease; 

(x) losses may be deducted from gains and carried 
forward (not backward except when winding- 
up an estate); they cannot be charged against 
other income and this includes short-term 
capital profits; "ox 

(xi) sale means disposal whether for cash or other- ^ 
wise; 

(xii) special provisions apply to certain business 
assets. Tax is not charged but where the asset is 
replaced, the selling price is deducted from the 
new cost price; the gain is taken when the asset 
is sald or scrapped and not replaced. The option 
of using this method rests with the taxpayer. 


+ 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs Cooper Ввотневв & Co and Сооревз $ 
LYBRAND announce that they have taken into partn--- 
ship in Melbourne, Australia, Mr IvaAN ВЕВКЕТ-=У 
Fox, a.c.a.(aust.), Mr Ваумомр WALTER BET, 
A.C.A.(AUST.) and Mr ALBERT HILTON, F.C.A. 

Messrs KEELING & Co, Chartered Accountarm3, 
announce that they have entered into an association 
with Messrs TOWNSEND, WaTSON & STONE, Chartersd 
Accountants, and have moved their offices to Northwxy 
House, High Road, Whetstone, London N20, and 11 
Lincoln’s Inn Fields, London УУС2, where bah 
practices will continue under their present styles. 

Messrs McLintocr, Moores & Murray, Chartered 
Accountants, of 156 St Vincent Street, Glasgow Сз, 
announce that Mr T. IAN McLINTOCK, M.B.E., т.д, 
retired from the firm on June 3oth, 1965, and that 
M. D. МсРнап, c.a. (of Messrs THOMSCA, 
McLiNTOCK & Co, Chartered Accountants) has been 
assumed as'a partner with effect from July rst, x9€5. 

Messrs TOWNSEND, Watson & STONE, Charterzd 
Accountants, announce that they have entered into an 
association with Messrs KxgLING & Co, Chartered 
Accountants, and have moved their offices to Мог оу 
House, High Road, Whetstone, London N2o. Bon 
practices will continue under their present styles =t 
Es address and at 11 Lincoln's Inn Fields, Londen 

2. 

Messrs Trevor Jones & Co, Chartered Accountan®, 
of Valley House, 102/104. Crossbrook Street, Walthan 
Cross, Herts, announce that Mr Eric Lest SCOTI, 
A.C.A., was admitted into partnership on August 19, 


. 1965. 


~- 


P2 


Messrs TurQUAND, Younas & Co, announce thx 
Mr KENNETH VINCENT THOMPSON, F.C.A., C.P.A.(M 2, 
is retiring from their Sabah firm on August 31st, 1965. 
The practice will continue under the same style. Tks 
partners resident in Sabah will be Mr PETER Yew Mra 
SANG, A.R.A.N.Z., A.C.1.8., C.P.A.(M.), and Mr CHARLES 

ERSON, CA., C.P.A. (M. ), who has previously been 
resident in Malaya and Sarawak. 


Appointments 


Mr К. С. Азргау, А.С.А., has been appointed secretary 
of M м and Salford Co-operative Society. 

Mr Geoffrey Bar, F.c.a., has been appointed chief 
accountant of E S & A Robinson (Holdings) Ltd i- 
succession to Mr James А Moir, c.a., who retire= 
recently. 

Mr W. R. C. Halpin, B.A., F.C.A., who has been = 
director of Howardsgate Holdings Ltd and Fine Far= 
Ltd for some years, has now been appointee vice 
chairman of both companies. 
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Mr H. C. Paton, c.a., A.C.W.A., has been appointed 
assistant chief accountant of Triplex Holdings Ltd, 
and of the light engineering firms Weldall & Assembly 
Ltd and Stern & Bell Ltd. . 


THE CHARTERED coon 
BENEVOLENT ASSOCIATION 


At a recent meeting of the Executive Committee the 
chair was taken by Sir William i n, F.C.A., 
President of the Association, and eight members were 
present. 

New applications for assistance 
Nine new applications for assistance were considered. 
In four cases a grant was made; in two cases a grant 
and a donation were made; in one case a loan and in 
two cases donations only were made. ' 

One of the new cases is that of a member in his forties 
who had to give up his practice two years ago owing to 
ill health. He then became seriously ill .and fell into 
debt. A grant of Дбоо per annum is being made to 
support him, his wife and one child. Debts amounting 
to £850 are also being settled by the Association. 
Another new case is that of a widow with children, 
8, 6 and 2 whose husband died this year aged 46. She 
is to receive a donation of £65 and a grant of £260 per 
annum to supplement her State pension and the pension 
from her late husband's employers. 


Renewals and changes 


Thirty-two applications for renewal of grants were 
considered; in twenty-four cases the grant was 
renewed; in four cases it was increased; in one case it 
was reduced and three cases were deferred for further 
information. 

The secretary reported on fourteen other cases in 
which there had been changes in circumstances. Three 
cases relating to the Special Fund were considered. In 
one case the grant was renewed; in one case the grant 
was increased and a donation was made i in the third 
case. 


FINANCE ACT PUBLISHED 
The 1965 Finance Act was published on Thursday and 
is available from H.M. Stationery Office, price 16s net; 
by post (price 16s 10d) from H.M.S.O., P.O. Box 569, 
London ЗЕт. 


O.E.C.D. ECONOMIC SURVEYS 


Three further booklets in the-1964-65 series dealing 
with economic conditions in m er and associated 
countries of the Organization for Economic Co- 
operation and Development have recently been issued, 
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covering the Belgium-Luxembourg Economic Union, 
France and Norway. Copies of the booklets are ot~ 
tainable from H.M. Stationery Office, price 5s each. 


NORTHERN SOCIETY OF CHARTERED 
ACCOUNTANTS 


New President 


Mr S. A. Middleton, r.c.A,, a partner in the firm 
of Middleton & Middleton, Chartered Accountants, of 
Newcastle upon Tyne, has been elected President 
of the Northern Society of 
Chartered Accountants. 

Educated at Worksop Ccl- 
lege, Nottinghamshire, Mr 
Middleton served in the last 
war with the 3rd Regimert, 
Royal Horse Artillery, 72h 
Armoured Division. Ds- 
mobilized in 1946, he cora- 
pleted articles with his father 
Mr Alan Middleton, F.C.4., 
and was admitted to member- 
ship of 'The Institute of 
Chartered Accountants in 
England and Wales in 1948. 
He became a partner in the family firm of Middleton 
& Middleton in 1950. 

He has been a member of the Northern Societr’s 
Committee and of its Technical Advisory Committee 
since 1953, being secretary of both from 1953 to 1958. 
He also served on the Institute's Technical Advisory 
Committee from 1960 to 1963. Mr Middleton has bean 
a Governor of the Municipal College of Commerce and 
from 1958 to 1961 he served on the committees of 
Newcastle University Accountancy Advisory Board and 
the Northern Advisory Council for Further Educaticn. 

He is a member of the parochial church council of 
Jesmond Parish Church and treasurer of the Newcastle 
committee of the Variety Club of Great Britain. 

Other officers elected for 1965-66 are: 

Vice-President: Mr Н. Murray, F.C.A. 

Hon. Secretary: Mr С. Whitehead, A.C.A, c/o Messrs 
Gardner & Со, s Portland Terrace, Jesmoad, 
Newcastle upon Tyne, 2. 

Hon. Treasurer and Hon. Dinner Secretary: Mr 'T. M. 
Sadler, Е.С.А. 
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Mr 5. А. Middleton 


NATIONAL TAXATION CONFERENCE 


Owing to the very large number of registrations 
already received for the fifteenth annual Natioaal 
'laxation Conference which opens in Scarborough on 
Friday, October 15th, the Conference Chairman, Mr 
Percy F. Hughes, regrets that no further registrations 
can now be accepted. Nearly one thousand have 
registered for the conference and the decision to close 
the lists has been taken due to pressure on suitable 
hotel accommodation and conference facilities. 


MOTOR UNION 
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DOUBLE TAXATION 
United Kingdom Trinidad and Tobago 


The Government of Trinidad and Tobago have given 
notice terminating the United Kingdom ~ Trinidad 
aad Tobago Double Taxation Agreement of 1947 
which will accordingly cease to have effect after 
I-ecember 3186, 1965, in Trinidad and Tobago and 
acter April 5th, 1966, in the United Kingdom. 

Both Governments have expressed their willingness 
te negotiate a new agreement and hope that this will 
have effect from the dates of expiry of the existing 
arrangements. 


LEEDS, BRADFORD AND HUDDERSFIELD 
STUDENTS 


Residential Course 


The fifteenth annual residential course arranged by 
tae residential course joint committee of The Leeds, 
Eradford and District Society of Chartered Account- 
ents, and the Leeds, Bradford and Huddersfield 
Students’ Societies will be held at Askham Bryan де 
Agricultural College, near York, from September 6th ~ 
to roth. 

The course, which is for Final students, will cover 
£ wide variety of subjects within the Institute's 
syllabus, including management accounting; personal 
taxation; partnership accounts; and executorship law 
end accounts. The course will also enable students to ' 
ciscuss their problems with lecturers and amongst 
themselves and will bring together, under university 
conditions, those from varying practices and different 
Cistricts. It is pointed out that Final students can 
benefit from attending the course at any stage in their . 
studies; in fact many such students have attended two 
Final courses with advantage. 


SOUTH EASTERN SOCIETY OF 4 
CHARTERED ACCOUNTANTS 2 


Students! Residential Courses 


The South Eastern Society of Chartered Accountants 
will hold its sixteenth annual students’ residential 
zuition courses in Brighton from September 27th to 
October rst for Final students, and in December for 
Intermediate students (dates to be announced). 

Lectures at the courses are given by tutors from the 
accountancy correspondence schools, and the pro- 
gramme includes evening buffet meetings and a course 
dinner. Arrangements for hotel accommodation can be 
-nade if desired, and a grant is made towards the cost 
ЭЁ such accommodation, and travelling expenses. ‘The 
fee for the course is £6 6s. 

All students, whether or not within the area of the 
South Eastern Society, wishing to attend should apply 
as early as possible for registration forms and further 
particulars to Mr Т.Т. Nash, F.c.a., 33 Lawrence Road, 
Hove, 3, Sussex. 
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Giro under Way 


T seems probable now that Britain will have a postal giro 
before she has a decimal currency, though few can have 
expected this when the previous Gove-nment turned the giro 
idea down in 1963. Last week's White Paper – Cmnd 2751- 
briefly commented upon in our last issue, promises to set up the 


. system by :968—-69; planning is well under way. 


It can be said at once that the White Paper's blueprint is more 
attractive than critics of the postal giro idea, including The 
Accountant, expected it to be. 'T'he biggest plus point is the ex- 
pressed des re for co-operation with the clearing banks and for full 
inter-transferability of payments between banks and giro. This 
certainly ofers the best prospect of makirg the giro a useful ex- 
tension of the money transfer services; one 3opes that the banks – 
noticeably -ilent since the PosrMASTER-GzNERAL announced his 
intentions in July — will meet the Post Office at least half-way. 

Welcome: too, is the relative realism of the proposals, when 
compared with the wilder utterances of giro advocates over the 
past few years. Most notably, this is not to be a free service. 
Transfers from giro account to giro account will indeed be free 
(and this is a substantial benefit in itself), but payment from giro 
account to cutsider, or into giro account by outsider, will cost 94 
up to £50, and 2s over £50. This is still considerably cheaper than 
money order payment; but the banks offer their customers, or 
some of them, cheques at 4d a time, and a great many customers 
with the kind of average balance the Post Office is hoping to 
attract for the giro pay no charges at all. 

But it will be a pity if any of the dust of the banker/giro conflict, 


‘each side pressing its case unduly hard, hangs over this new 


project. For-it seems reasonably clear that given a fair wind a link 
up of even a moderately successful giro and the banks’ cheque 
and credit transfer service would give Britair a money transmission 
system more efficient than any other in the world. The Post Office 
spread of branches – over twenty-three thousand of them – added 
to the banks’ ten thousand or more; the Post Office hours of 
opening, and the banks’ overdrafts, would in the aggregate be 
something quite special. But a lot of thought : and (doubtless) hard 
bargaining will have to come first. 

For although the White Paper is admirably clear, and the press 
conference that launched it was notable for both the frankness and 
the grasp of his subject displayed by Mr J. W. Grapy, the giro's 
director, the-e remain questions that only time can answer. 

Not the least important of them is whezher the Post Office's 
estimates of probable use, and their calcula-ion of probable profit 
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will prove reasonably accurate; it is only two years 
since Parliament was given some quite different 
estimates. If Mr BENN is right, the giro can expect 
to have within five years of its establishment some 
two hundred thousand institutional and business 
accounts, and 1 million accounts in the names of 
private individuals. Ап average annual balance 
on these accounts of between {100 and £150 will 
give the giro the investment income, required on 
present estimates, to supplement the income from 
charges and to show an 'acceptable return on 
capital’, Whether the giro will in fact attract this 
amount of business will not be known for some 
years. 

But how long will the business community 
allow its balances to stay with the giro which offers 
no interest? One may guess- not long, while 
their bank accounts are either being charged 
interest on overdraft or are attracting increased 
commission charges as their credit balances drop. 
If Mr BENN's 200,000 tend to make daily transfers 
out of giro into the banks, the giro's aggregate 
may not be as healthy as he would wish. The 
White Paper points out that the 3oped-for average 
balance is much less than the average in Continen- 
tal giros; but the European giros are not being 
newly set up in communities with established 
cheque habits. . 

The estimates of probable private use can be 
doubted on much the same grounds. The banks 
already have (according to the се la Rue/National 
Opinion Poll figures lately published) some 
26:7 per cent of the adult population as account 
holders; the figure compares with the 15 per cent 
estimate on which the former Government based 
a part of their pessimistic estimate of the giro's 
prospects. The Continental gircs, long established 
as they are, claim no such substantial slices of 
their populations; they are even more essentially 
middle class than British banks are accused of 
being. Will a million of the rewly affluent join 
the new scheme? 

To say all this again — it has all been said often 
enough before —is not to hope for any of the 
pessimism to be justified by events. It will be an 
entirely good thing for the community if very 
large numbers of people are brought into the 
banking system, in the widest sense of that term, 
and the use of cash correspondingly lessened. In 
the July debate it was Mr Mawsy himself to 
whom, as ASSISTANT POSTMASTER-GENERAL in the 
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former Government, had fallen the task of turning 
the giro down, who said ‘If it provides a valuable 


` service, and other Post Office services get ad- 


ditonal benefits, the fact that it might itself lose 
mcnev is not a compelling reason for not introduc- 
ing it,’ even though it is one of the factors to be 
taken into account. There can be no disputing 
thet the new service will be valuable; the only 
baaic question is ‘How valuable?’ and that is the 
same as asking ‘How many people will use it?’ 

This is the question the banks have obviously 
been asking themselves since the giro first became 
a public issue. In retrospect it can be seen how 
sad it was that the over-enthusiasm of the giro 
advocates led them into criticism, often violent 
and often quite unfounded, of the banks, which 
in its turn threw the banks on the defensive and 
lett both sides regarding the giro as something 
that must be independent of, and fiercely com- 
petitive with, the banking system. It was left to 
Tae Economist last April to make the first sugges- 
tion that banks and Post Office should provide 
аг integrated service, and the obvious good sense 
of the proposal lowered the temperature of the 
debate at once. It will be to the benefit of Post 
Осе and banks to work out as complete a 
system of integration as possible. This is where 
tke hard bargaining will, quite properly, take place. 

The banks must still wonder what effect? the 
new order will have on their business. Will any 
substantial number of their present private 
customers change over to giro accounts? Some 
surely wil, but they may well include a good 
р:орогіоп of the bank's least profitable business; 
and despite their consistently bad press the banks 
are probably much more popular with their cus- 
tomers than editors believe. (Mr GRADY suggested 
ar his press conference that the giro's encourage- 
ment of the banking habit could eventually bring 
new customers to the banks.) 

More important to the banks, and to the com- 
munity at large, is the effect the giro will have on 
their total balances, and so on their lending 


capacity. This is probably the crux of the matter, ` 


and will surely be the subject of hard thinking as 


well as hard bargaining by the banks. The busi- : 


ress community may well take a keen interest 
Loth in the results of the Post Office/bank 
ciscussions that are taking place and, over the 
longer term, in the developing answers to the 
cuestions that are still unresolvable. 
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Computing the Gain — III 


RE paragraph 6 of Schedule € to 
the Finance Act, 1965, has effect, .e. 
where the. expenditure is reduced by 
capital gains or renewals allowance, then Же 
paragraph 6 adjustment is not made u-til 
after the apportionment directed by рега- 
graph 7. Further complications arise if, a er 
a part disposal giving rise to a loss whick is 
restricted by capital allowances or renev als 
allowances, there is a subsequent disposal of me 
asset, also at a loss. For.the purpose of -ле 
second disposal, all capital and renewals allcv- 
ances are taken into account, but they =e 
reduced by the amount of the earlier restrictim. 
It is a natural assumption in paragraph 7 tat 
there is expenditure to apportion. But, of cour=, 
the facts may show that a particular item of 
expenditure is attributable entirely to the part 5f 
the asset which is disposed of. In that case, то 
apportionment is to be made (paragraph 7 (4)) 
Paragraph 8 of Schedule 6 seeks to make simt ar 
apportionment provisions for the case where 


(а) assets have been merged, divided, эг 
changed in nature; or | 

(Б) rights or interests in or over assets.have Бет 
created or extinguished 


во that the value of an asset is derived from а-у 
other asset іп the same ownership. In such а сағ, 
it would be unfair to argue that the asset dispos=4 
of had cost the seller nothing. Paragraph 8 зее=з 
to give relief accordingly, but its choice of wor 
is not happy. It says that in the above ci 
cumstances 
‘an appropriate proportion of the sums allowaE 
[sic] as a deduction in respect of the other aset 
under paragraph 4 (1) (а) (b) . . . shall... = 
attributed to the first mentioned asset’. 
What the paragraph is intended to mean is that ¥ 
paragraph 4 (т) (а) (b) expenditure would ћа“= 
. been allowable in relation to a disposal of the ‘oth= 
asset’, had it been disposed of as such, then t1 - 
appropriate proportion of that expenditure will E = 
available for deduction in the computation of tl = 
actual disposal. What proportion is ‘appropriate ` 


Some guidance is given in paragraph 21 (4) 
which says: 


‘For the purposes of any computation... any 
necessary apportionments shall be made of any 
consideration or of any expenditure and the 
method of apportionment adopted shall, subject to 
the express provisions of this schedule, be such 
method as appears to the inspector or on appeal 
the Commissioners concerned to be just and 
reasonable.’ 


There are no express provisions in relation to 
paragraph 8, although there are in relation to 
paragraph 7. What is to happen if the taxpayer 
thinks that the Commissioners are being unjust 
and unreasonable is not stated. Presumably he is 
entitled to appeal on a point of law; but such an 
appeal can have little prospect of success unless 
the apportionment is plainly wrong. 

Foreign tax on the capital gain would not fall 
within the general provisions of paragraph 4 of 
Schedule 6 as deductible expenditure. Therefore 
paragraph 20 makes special provision. It says 
that the tax under the law of any country out- 
side the United Kingdom which is: 


(1) ‘chargeable’ on the disposal, and 
. (ii) borne by the person making the disposal, 


is allowable as a deduction. However, this is 
subject to section 39 which provides for specific 
double taxation relief, i.e. relief in terms of tax 
itself. If overseas tax qualifies for double tax 
relief, it cannot also be a deductible expense. 

In the ordinary way, once a person has dis- 
posed of an asset, he is not further concerned with 
it. There are, however, some assets which carry 
potential liability, and some of that potential 
liability may remain with the former owner even 
when he has disposed of the asset. A common 
example is a lease which imposes upon the lessee 
certain contractual obligations which remain as 
long as the lease lasts. When he disposes of the 
lease, the assignee normally undertakes with him 
to carry out these obligations, but his own 
contractual liability to the lessor remains. It 
follows that if the assignee fails to carry out his 
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promises and obligations to the assignor, the 
assignor may have to perform the contractual 
obligations at his own expense. Such an expense 
ought to be deductiblé in arriving at the capital 
gain. But the gain has to be computed at the time 
of disposal, when it is not known whether the 
assignee will default. Paragraph 15, headed 
‘Contingent liabilities’, seeks to deal with this 
situation. 

Paragraph 15 deals with three different 
situations under the heads (a), (b) and (c). Head 
(а) deals with a disposal by way of assignment o 
‘a lease of land or other property’. Normally 
the word ‘lease’ connotes land only, but section 
45 (1) gives to ‘lease’ an extended meaning ‘unless 
the context otherwise requires’. In relation to 
land the term includes tenancies and licences, 
and agreements for leases, tenancies and licences. 
In relation to other property ‘lease’ means any 
kind of agreement or arrangement under which 
payments are made for the use, or otherwise in 
respect of property. 

Head (5) deals with a covenant for quiet 
enjoyment given by a vendor of land or by a 
‘lessor’. Head (c) deals with warranties ani 
representations made on a disposal by way cf 
sale or lease of any property other than land. It 
would seem, therefore, that although head (8) 
uses the word 'lessor' in what appears to be the 
wide sense given by clause 45 (1), nevertheless 
head (5) is concerned only wi:h land. Certainly 
the well-known covenant for quiet enjoyment is 
usual only with land. 

*Paragraph 15 (1) prohibits any deduction in 
the Schedule 6 computation for: 


_(а) any liability remaining or assumed by the 
disponer which is (i) contingent on a 
default by the assignee of the lease or 
(i) subsequently assumed by the assignee 
under the terms of the lease; 


- (b) the covenant for quiet enjoyment; or 
(с) any warranty or representation. 


However, paragraph 15 (2) provides for relief 
where it is subsequently shown to the satisfaction 
of the inspector that 'any such contingent 
liability! has become enforceable (i.e. against the 
disponer) and is being or has been enforced. 
Given that the inspector expresses himself as 
satisfied, then such adjustment shall be made *as 
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is -equired in consequence’. Anyone with practi- 
cal experience of conducting a taxpayer's affairs 
wil see at once that there will be many cases 
wichin paragraph 15 (2) where relief will not in 
practice be claimed. By the time the liability has 
ceased to be merely contingent, everyone may well 
hawe forgotten the fact that capital gains tax was 
paid or increased because of the original disposal. 
Moreover, one must satisfy the inspector not 
orly that the liability is being enforced, but also 
of the fact that tax was indeed paid as a result of 
th» disposal, which could have been many years 
ago. Moreover, given the overcoming of all these 
oEstacles, there is unlimited scope for argument 
ав to what adjustment ‘is required’. 

А holding of shares in a close company may 
increase considerably in value over the years 
because of the company complying with Govern- 
ment exhortations to plough back profits. These 
ploughed back profits would be reflected in the 
p-oceeds of disposal of the shares. However, 
notwithstanding the Government exhortations, 
tke Inland Revenue may have made a series of 
surtax directions on the company in respect 
о? ploughed back profits. Moreover, the vendor 
оѓ the shares, instead of allowing the company to 
pay the surtax on the profits apportioned to him 
following the direction, may have elected to pay 
the surtax himself. It follows that some.of the 
proceeds of sale must reflect that additional 
sirtax paid by him in exoneration of the com- 
pany. Clearly he ought to have a deduction for it. 
Faragraph 18 (1) of Schedule 6 gives him that 
Geduction. It does not extend to surtax in respect 
cf undistributed income where that income has 
already been distributed at the time of disposal, 
free of surtax by virtue of section 249 (5) of the 
Income Тах Act, 1952 (paragraph 18 (2)). 

For the purposes of paragraph 18, the taxpayer 
is allowed to treat the income assessed to surtax 
88 being the highest part of his income. If the 
taxpayer has already disposed of some of his 
shares, in a particular class, the principle of 
frst in, first out is applied for the purpose 
cf identification (paragraph 18 (4)). Paragraph 
18 is to be construed as though it formed part 
cf section 249. 

The special provisions in Part II of Schedule 6 
dealing with assets which the disponer already 
kad on April 6th, 1965, will be the uen of 
separate treatment. 


+ 


+ 
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Tax Inequities on . ` 


Professional Practitioners 


by HAROLD G. GRANT, F.C.A. 


HE income tax provisions pertaining 10 

persons in practice in varying professioral 

capacities impose upon those practitioners 
a liability to tax which does not pertain to other 
members of the community. 

Since it is a requirement of professional bods 
that their members follow a standard of conduct 
whereby such members are precluded from forra- 
ing themselves into limited liability companies, 
an injustice seems to have developed against such 
individuals. Over the years, and by reason of tLe 
increasing impositions of income tax, an inequi-y 
has arisen which obviously should be careful y 
looked into with a view to amendment. 


Practitioners’ Tax Liability 
Case I of Schedule D, as it now exists, requires 
that professional people shall be taxed upon tke 
income of the preceding year. Persons practisinz 
in a professional capacity, whether as a sox 
practitioner or in partnership, are thus taxed nct 


^ only on their income but are liable to surtax гї 


whatever rates exist for the relative years. 

The comparison might be drawn whereby a 
director in a limited company is able to tak- 
advantage of limiting his liability to income tax 
and surtax in so far as the salary which he might 
draw from that company. 'This applies particu- 
larly where the company is not in a position te 
distribute a dividend and because of its liquidit- 
situation would not become liable to a surta- 
direction. This advantage does not apply t» 
professional practitioners. Such individuals аге 
liable to income tax and surtax regardless of thei- 
liquidity situation and it is in this respect that the 
main inequity obviously exists. 


The provisions of the Finance Act do not affec- | 


the principle, since close companies will still have 
the ability to resist notional distributions where 
their liquidity position so dictates. Careful con- 
sideration, however, must be given to the effect oi 
the Act which could make a company taxable at = 
rate in excess of that which individuals would 
suffer. 

The difficult problem of assessing work im 


progress of a professional practitioner at each 
financial year’s end raises, in many instances, a 
further inequity in that over-valuations or under- 
valuations of such work in progress can be made 
from year to year which necessitates the re- 
opening of earlier income tax assessments in 
order to remedy the positon. In certain profes- 
sional practices it is not possible at any year's 
end accurately to assess the value of work in 
progress, even though a continuous system of 
evaluation has been established. 

Inthe early years of a prafessional practitioner’ 8 
career the inequity would appear to be even more 
severe, as it is usual for such practitioners to 


‘rely upon banking facilities of one kind or another 


while they are in process of establishing their 
practices. The effect is thet in these early years 
those concerned could be essessed to income tax 
and surtax, whereas were they permitted to 
practise as a limited company they would not be 
liable to surtax. 


Suggested Amendments 


In view of the fact that professional bodies 
require their members to practise in their indi- 
vidual capacities, the following suggestions are 
submitted which, if adopted, would remedy ihe 
existing inequities: 

(1) an ‘amendment to the Income Tax Acts 
permitting professional practitioners the 
option of being treated, for income tax 
purposes, as though they were limited 
companies; and that 


(2) professional practitioners be given the 
option of having their accounts considered 
on a triennial or quinquennial basis in 
order that inequities of work in progress 
valuations may be properly considered 
over a number of years. 


It appears to be obvious that some action of 
the kind suggested is necessary, in order that 
professional practitioners may be taxed in a 
manner more in keeping with what may be 
regarded as the intention of me Income Tax Acts. 
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Index Numbers in Business 


by E. J. BRCSTER 


RICE index numbers have some important uses 

in business. А. good price index of the materials 

used in a manufacturing establishment or by а 
building contractor, for instance, can save many 
hours of detailed costing; and a price index of the 
tangible fixed assets is invaluable in deciding depre- 
ciation policy and in determining the current cost of 
renewals and capital development works. 

Similarly, quantity or volume index numbers of 
materials purchased or consumed can be useful in 
exercising a check on purchases and consumption. 
Both price and quantity index numbers can be made 
for labour, and these, too, can be useful in annual and 
job costing and similar work. 

General price index numbers of the materials and 
fuel used in broad categories of industry are published 
monthly in the Board of Trade Fournal. The industries 
covered by this service are: food manufacture; 
chemicals; mechanical engineering; electrical mach- 
inery; textiles; timber; paper; construction; house- 
building. 

The index numbers are particularly useful fer 
embodying in the cost clause of long-term contracts. 
They are also undoubtedly used by some firms єз 
applicable to their own materials and fuel purchases 
and consumption. It goes without saying, however, 
that averages for whole industries may lie quite a 
long way from the price index for any particular 
member firm. 'l'he patterns of consumption must 
vary appreciably and it would be better for the firn 
to use its own price index, that is, an index it has 
compiled for itself based on its own experience, than 
to use a general average. 

It often happens that the simplest formula turas 
out to be the most logical and workable. This, at any 
rate, is true of index numbers. There was a time when 
some official index numbers were the weighted 
geometric means of prices or quantities. The index of 
wholesale prices is an example. Soon after the Second 
World War, official index numbers were recalculated 
according to a very simple arithmetic mean formula. 
If you bought a basket of goods on, say, Decemker 

ist, 1960, for £5 and a precisely similar basket рп 
ecember 31st, 1962, for [5 тог, the price index for 
those goods at the end of 1962 compared with the 
end of 1960 would be тхо, that is: 
110 shillings 
100 shillings X100 

Fundamentally the modern official formula is as 
simple as that. 

Some hundreds of index formulae have been advo- 
'cated from time to time over the last hundred years or 
so, and all fail in one respect or another, even the 
official one which, under the influence of the Statis- 


tical Office of the United Nations Organization, has 
now been adopted almost universally. Some theoretical 
stetisticians object to index numbers on the ground 
that they cannot be made to conform to the theory of 
er-or, and one or two have in consequence declared 
thay will not even discuss them. One even described 
them as ‘this academic tomfoolery’!. This, of course, 
is absurd. Index numbers have too great a practical 
value for them to be dismissed on such flimsy grounds. 

Geometric formulae, of which there have been 
same enthusiastic advocates, mostly fail because a 
reatively unimportant item can have an important 
efect on the result. This can be demonstrated with a 
very simple example. If a basket of goods contains 
three items, one costing 205, the second 8s and the 
Мага 2s, total 30s, in the base period, and 20s, 8s and 
1g, total 29s in the given period; then the arithmetic 
mean index in the given period (base period = 100) is: 


2 
030—962. 
The geometric mean index for this example is based 
oa the cube root of the product of the three costs in 
each period, that is: 
1005 is 77974 

'This seems much too low; but the absurdity of the 
оер mean is seen when a price or а quantity 
alls to zero. Тћеп, since the product of any series of 
cumbers of which one is zero, is itself zero, the geo- 
metric mean index, too, is zero, no matter how the 
cther prices or quantities behave. This, I understand, 
cid in fact happen to an index of business activity 
calculated on the basis of the geometric mean by The 
Economist during the general strike of 1926; some of 
the items fell to zero and so, also, therefore, did the 
calculated index. Only by arbitrarily substituting a 
finite number such as unity for zero is it possible to 
get round this difficulty — short of changing over to an 
zrithmetic formula. 

Ín practice, it is usually convenient for various 
reasons to regard the values or costs in the base 
2eriod as weights. Suppose, in the example we have 
-ust used, the quantity, and the prices in the two 
2eriods, are as follows: 


Пет Base period Given period 
Quantity Price Value Price Value 
s 5 5 5 
А. 5 4 20 4 20 
B. 4 2 8 2 8 
C. I 2 2 I I 
Total value 30 29 


31 M. J. Moroney, Facts from Figures. 
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The unit of quantity can be different for diffe-ent 


items, but once a unit has been adopted for an item it 
should not be changed. Using the values in the Fase 
year, we should need to apply them to what is knewn 
as the price relatives. The price relative is the rati» of 
the price in the given period to the price in the Ease 
period. For the example, we would have: 


Item Price relative 
A. 4_, 
4 
B. os) 
2 
C. i795 


These are now multiplied by the corresponding vzlue 
in the base period, and the total of these divided by the 
total value in the base period, that is: 

20X1--8Xr4-2X':5 29 

о 204842 —— 
to base=1-00, or 96:7 to base— 100. For the rest of 
this article, I will adopt the convention gener:lly 
used in discussing index numbers of taking the base 
as 1:00, as distinct from the convention used in 
presenting index numbers of taking the base as тос 


Laspeyres's Index 

That the formula used with the price relatives is -he 
same as the direct value ratio formula can be prowed 
mathematically. If Ў indicates summation, subscriots 
n and о represent the given and base periods resp:c- 
tively, p is the price and q the quantity so that рд and 
Gn are the price and quantity in the given period and 
Po and qo the price and quantity in the base period 
then if we use Р.о to represent the price index in the 
given period relative to the base period (and О. о, 
the quantity index in the given period relative to the 
base period), we have: 7 


Рпо = Zgopo Eu 
po 


BO ук ийбе TORQUE MODE [634 

Уаоро 

Zqopn 

Садо: аа КЕТУ, (2) 
Equation (т) is frequently called ап arithme-ic 


formula, and equation (2) ап aggregative formua, 
although in fact, in this case, they are identical. 
Similarly, for the quantity index: 


The formulae of equations (2) and (4) are known 3a 
Laspeyres’s index numbers, but since equations (-) 
and (3) are identical to them the name has come to Ее 
generally applied to them also. 

Prices vary over time and so also do quantities 
purchased or consumed. 'The consumption of cor- 
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sumer goods varies from time to time owing to changes 
in taste and relative changes in prices. If, for instance, 
the price of butter falls and the price of margarine 
rises, the housewife will tend to buy more butter and 
less margarine. Ап increase in wage rates would 
have a similar effect: more butter and less margarine; 
more cake and less bread; znd more bread and butter 
with jam on it. The formulae of equations (3) and 
(4) are therefore not simply of academic interest only. 


Paasche's Index 


It may be asked why sbould we not use given 
period value weights instead of base period weights? 
If quantities vary, would th» answer not be different? 
Generally, but not quite alvrays, the answer would be 
yes; and this form of index, which is called 
Paasche's index number, is just as good as Las- 
peyres's, but it is less corvenient in practice. The 
weights used in Laspeyress index are the same in 
the successive periods, whereas in Paasche's index, 
they change in each period. Furthermore, the data 
are not always readily avaiable. Weighting data for 
some official index numbe-s are available only for 
years in which a detailed Census of Production is 
taken, such as 1954 and 1958, and that is why these 
index numbers are usually based on one or other of 
these years. 

It could be argued that # Laspeyres and Paasche 
give different results, one or both must be biased. 
This is perfectly true: in fact, both are biased, one 
upward and the other downward. Where the quan- 
tities have changed owing to relative price changes, 
so that where prices have increased by more than 
average, quantities have decreased by more than 
average, Laspeyres has the upward bias and Paasche 
the downward bias in both »rice and quantity index 
numbers. But it is worth nozing here, that where the 
quantities or the prices or Doth remain constant or 
change in the same direction and in the same ratio, 
Laspeyres and Paasche give the same, and no doubt 
the correct, answer for Ђо the quantity and price 
index. 

Apart from the matter o€ practical convenience, 
Paasche has the same shortcomings as Laspeyres. 
Paasche's aggregative formwla for the price index 
is: 


and the corresponding aritametic formula, known 
more correctly as the harmonic, is: 


Рио ке Хаара — (6) 


Po 
52 = 
прп pn 


Тће formula of equation (€), it will be observed, 
takes values in the given релод as weights, just as 
equations (1) and (3) take values in the base period as 
weights. For this reason it is of greater practical 
value than equation (5), which assumes we know the 
quantities in the given perioc for revaluation at base 
period prices. 
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" Laspeyres and Paasche‘ аге: во closely related that 
the several formulae are known as the formulae of the 
ee -Paasche group. Тћів. сап best be demon- 
| by relating Ње index number of prices or 
undue to the value index, Мао; Where . 
| куке Удоро 
Now if we divide Мао by Laspeyres’s price index, v we 
would expect to arrive at a quantity index, and so we 


Zqnpn Zqopo 
Que Zgopo Eqopn | 

_ Ednpn 

= Eaopa 


"which, oddly enough, is Paasche’s quantity index; 
from which it follows that Laspeyres’s price index 
(quantity index) multiplied by Paasche’s quantity 
index (price index) always gives the value index. ` 

As a result of this relationship, and the apparently 
opposite directions the bias takes, Irving Fisher, at 
one time the leading authority on index numbers. 
advocated the geometric mean of the two formulae 
as the idealt, 

'- This geometric mean came to be known as ‘Fisher’ s 
Ideal. For a price index number; it is: 


Хрпдо , Хрпда 
Рао = роде ~ Брода Utm (8) 


with the aggregative. formulae. Laspeyres's агић- 
metic and Paasche’s harmonic can, of course, be 
in place of the a tive formulae. 

. Fisher's Id ce index divided into the valüs 
index, equation D gives Fisher's Ideal quantity 
index, so that it can be said that for Fisher's Ideal: 

" Рао Qno = Vno NEN PEE (9) 
This i is known as the factor-reversal test, which any 
perfect index formula should satisfy. Neither 
Laspeyres nor Paasche satisfy it. 

A similar kind of test is the time-reversal tes-, 
which requires that: 

: Pn.o Pon = 1.0 
Again, Fisher's Ideal satisfies this test, but not 


Laspeyres or Paasche. On Laspeyres's price index, for 
instance: 





which is the inverse of Paasche. Since Laspeyres ard 
Paasche do not usually give the same answer, one 
divided by the other cannot usually id unity. For 
' Fisher's Ideal, we have: 
Zpngo , Épuqn, . 

(кака е iodo Zipaqn 
which all cancel out to give x-o. The root of 1-0 is 1-0, 
во that Fisher's Ideal satisfies the time-reversal test. 
It will be observed that to arrive at Pon, subscript n 
is substituted for o, and o for n throughout. 


1 Fisher, The Making of Index Numbers. 
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On the: score of convenience and practicability, 
however, Laspeyres's formula is still the best of the 
three. Fisher's Ideal not only requires twice the 
amount of arithmetic, which in these days of electric 
caleulators and electronic computers, may not matter 
very much; but it also requires all the data n 
for Paasche, and that is a great drawback as 
practical makers of index numbers know. 

In order to keep the amount of work within reason- 
abb limits, many index numbers are based on a 
ваг1ріе of the population of which the index provides 
a measure. The sample may be roughly stratified in 
the sense that it contains all the major items, and only 
a proportion of the remainder. With a price index, 
grcssing-up is unnecessary. But with a quantity index, 
gressing up may be essential in some cases. 

The kind of data available regularly, say, monthly 
or quarterly or even annually, is often limited to 
prices of most items, and thé total values of all items. 
Owing to the lack of quantity data, the usual proced- 
urs for obtaining a quantity index is to divide the 
total value index by the price index. As we have seen, 
if the price index is Laspeyres's, the resulting 
quantity index is Paasche's. But since Paasche is as 
god as L es, with the bias in the opposite 
di-ection, it is of no consequence. The process of 
diziding the value index by the price index is often 
ca led g, which in these days of rising prices is 
good enough: the quantity index always tends to 
stand lower.than the value index. But if the prices 
were falling, I suppose the process would have to be 
called inflating, since in that event the quantity index 
would tend to stand higher than the value index. · 

‘Whether the price -index is calculated from a 
sample or from the total, the quantity-index derived 
br dividing the value index by the price-index does 
net need.grossing up; and it is as representative as 
tke price-index no more and no less. 

То what extent a price index based on a sample is 
representative of the total depends upon the disper- 
sion of the price-relatives in the nth period. Suppose 
our example consists of five items,- then to obtain a 
measure of the dispersion, we can proceed as follows: 


Item Price Price relative 
., In In pn Deviation Devi-. 
| base ^ given — from ation 
period period . po mean squared 
t Po Pa i 
А. .48 48 г'о o'o oo 
B. 30 36 r2 о'2 0'04. 
C. 85 51 o6 —0'4 o6 
D. 100 140 1:4 0:4 0:16 
во чб 7 BE оз ооё 
Total 5o r2* о4о 
Average per item го oz4 о'о8 


Standard deviation y 0-08 —0:283 
*Ignoring sign 
In this example, the average price relative is 1-o, the 
everage deviation is 0-24, and the standard deviation 
с:283, both of which are measures of the dispersion. 
"The dispersion, it can be said, is too great for the index 


5 


a 
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number to be regarded as reasonably accurate. The 
sample of five items is rather small, and if more items 
are available, the sample should be increased to m ke 
the index number more nearly representative. 

Most index numbers can be divided into stb- 
index numbers. Indeed, in practice, the usual 
procedure is to calculate the appropriate sub-incex 
numbers first, and then to amalgamate them to руе 
the final index number. The advantage of this is taat 
each sub-index can be given its full weight in “he 

ting process independently of ts size of 
the sample used in arriving at the sub-index. For some 
sections of a population or field, a representat-ve 
sample may be obtained from a smaller proporton 
of the section total than with other sections. In orcer 
to give each section its proportionate weight in the 
total index, the approach to the total index via section 


sub-index "numbers і is essential. Where all items in: 


the population are used, sub-index numbers are cot 
necessary for calculating -the total index; but sw- 
index numbers are often useful in themselves tor 
various purposes, such, for instance, as discovering 
which sections of the stores show the greatest increse 
in costs, which is particularly aportant where 
substitution is possible. 


Quality Changes 
Changes in quality present a problem to indzx 
number makers. If, for instance, a car manufacturer 
introduced an exhaust system made of a moisturz- 
resisting metal such as copper or stainless steel n 


. place of the ordinary steel type, which rusts quickLr, 


the index maker would have to decide whether o 
leave the original value and price of exhaust systers 
in the base period or increase it to a level that woud 
take account of the higher cost of the new type. Воз 
the weight and the price relative would be involved 
if he decided to adopt the higher levels. But would -t 
be right? The answer must depend upon the purpoze 
of the index. Generally, I would’ say it is; but the 
users of the index should be informed. 

The price and value of the new item in the Бе 
ры! is often unknown in changes of this kinc: 

n this is the case, the only thing that can t= 
done is to estimate them on the basis of the trend cf 
the old item. The process is quite simple. If Че 
price relative of the old item has risen to 1-2 in ths 
given period compared with the base, then the nev 
item will be introduced into the index at this price 
relative in the given period so that if the price of ће 
new item in the given period is £12, its price ia 
the base period would be assumed to be £10, and = 
value of the item in the base period for weighinz 
purposes would be raised to correspond to this 
price. This would preserve the comparability anc 
continuity of the index. 

What we have done in effect is to drop the old йеп. 
and introduce the new one. The process of intro 
ducing a new item whether in substitution or ir 
addition, is called splicing on. Dropping an old item 
that is no longer contained in the population is simply 
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a matter of excluding it from the calculations for the 
given period, which should automatically exclude its 
weight in the base period. Where this happens, the 
only point to watch is that the representativeness of 
the index or sub-index is not adversely affected by the 
loss of the item. 

Splicing on is a technique which most index makers 
have to learn at some time in their careers. For a 
substitute item the price relative of the displaced 
item in the given period can be used for estimating 
the appropriate base-period price and value, as 
described above. But for an additional item which it is 
thought important enough to include in the sample, 
and for which there is no actual base-period price, the 
sub-index number of the section-to which it belongs 
has to be used for estimating the base-period price 
of the new item. This has the effect of introducing the 
new item in the given period at a price relative equal 
to the sub-index of the section, which seems reason- 
able enough. Even where an actual base-period price 
of the new item is available, it could still be the best 
method, since if there is а base-period price, it is 
safe to suppose that there are prices available for all 
intervening periods between the base and the given 
periods. If one used the actual base-period price, it 
would be necessary, in order to preserve com- 
parability, to introduce these prices and to amend the 
sub-index and total index for all intervening periods, 
which if the item is a new addition to the population 
would not only be superfluous but also illogical. 

Preserving Comparability 

Preserving comparability is all-important. Strictly, 
an index number of the kinds so far discussed can 
be compared to its base only. То compare the index 
numbers for any two periods neither of which is the 
base is not strictly correct. However, it is usually 
quite harmless, and is frequently done. If. one: could 
not compare Pp.o with P(n.;).o or Р(2-).о, the making 
of index numbers would not be worth while. · 

Ап index number in which the index for any 
period can strictly be compared with the index for 
any other 18 one that will pass what 18 called the circu- 
lar test. T'he circular test is in theory an important 
one, yet oddly enough, unless the accepted ideas of 
a properly weighted index formula. are abandoned, 
the test passes po bad formula, and condemns all 

wi 


good formula, one exception, as bad. The 
exception is a cross-weight form of. piepers: | 
Eqapn B Vie 
Ра.о = У дара а са whee acy eles Se Rat eS (9) 


in which a denotes the arithmetic or geometric means 
of the quantities and prices of each item in all periods. 
It is probably the best index for use in a closed system 
for the purposes of correlation and similar analyses, 
but it would be of little if any usé in a continuous 
index designed to run for an indefinite number of 
periods into the future, like most official index 
numbers. Divided into its corresponding value index: 

Zdnpn . 

Хаара : 
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it produces its Paasche counterpart of the quantity 
index, so that in this respect it behaves like the stan- 
dard Laspeyres. This form of Paasche does not satisfy 
the circular test, since the value weight becomes 
XqnPn, and not the sum of the averages. Equation (9), 
an agpregative, has its arithmetic form:  - 


Рао = Хаара Р". 
n.o ad 


Zigapa 


Where only values are available for weighting 
purposes, this is the formula to use in a closed system 
for correlation analyses and similar work requiring 
strict circular-test comparability. 

In some fields, items tend to change in design and 
specification, so much so that in course of time a 
representative sample of items with comparable 
base-period and given-period data cannot be drawn 
from the total. This is liable to happen where the 
items consist of complex manufactures such as 
machinery, and vehicles, and assemblies and sub- 
assemblies for durable consumer goods, for which 
styling and design are important selling factors. It is 
always possible, however, to draw a representative 
sample with comparable data for two consecutive 
periods. When this difficulty arises the so-called 
chain-base form of Laspeyres (or Paasche for that 
matter) can be used. Laspeyres's chain-base aggre- 
gative formula is: 


Pn.o = P(n-1).0 [ee] 


and the arithmetic: 
Xqn-i Pn-1 Ра 


2qn-1 Pno- 

This formula appears to refer back to the original 
base period, and it is true that the index in every 
period is standardized to the base репод=1'00. 
However, since the weights used in the arithmetic 
chain index are those of the previous period, strict 
comparability is limited to two consecutive periods, 
and not between any given period and the base. 
Reference to the base — 1-00 is a convenience, and is 
made, as equation (12) shows, by multiplying 


edes PPS вис (10) . 





· Рао = P(n-3).o 


Pn. PES by P(n-i)o, so that the index for the given, 


period is the product of the index numbers each 
derived from consecutive periods, that is: 

Рао = Pio * P3.1 * Раз... Р(п—1)` (n-2) * Pn(n-3) ... (13) 
If, for instance, the given period is the third, counting 
the base as unity, we might have something like this: 

ex 


Ind 
previous 
period 
Base тоо 
Pio 1'20 
Pas 1°35 
Pas 140 


Then Ра о=1'20 X 1'35 X 1:40—2:268 
In practice, Р,о(=71'620) would already have been 


calculated, so that for the third period we would 
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merely have r:620x 1:40 to calculate. Hence the 
introduction into equation (12) of the index for 
peciod (а-у) to the base=1-00, ie. Р уо. It 
could just as easily have been all the terms (except 
the last) of equation (13). 

Perhaps a word of warning is necessary. If price 
changes tend to take place more often with changes 
in specification than otherwise, the selection of a new 
sanple in each period, which would necessarily 
exclude items whose specification has changed, would 
— as I have heard it described – be throwing the baby 
ovt with the bath water. 


Ап Essential Tool 

Ir spite of what some academic statisticians think, 
say, or believe about them, index numbers have 
become an essential tool of business and Government. 
Irdex makers necessarily have to know something 
about the theory of index numbers as well as the 
techniques used in the best practice of making them. 

Index users, too, need to know something of these 
matters if they are to make the best use of them, 
especially as there is no such thing as the perfect 
irdex number in the sense that there is a perfect and 
exact answer to two times two. Laspeyres and 
Paasche and even Fisher's Ideal provide criteria 
rether than perfection. As I have explained above, 


all three give the perfect answer in certain conditions 


rzrely, if ever, found in practice, and no other index 
fcrmulae that I know of do this. That the three 
g-ve different answers — albeit often slightly different - 
when these theoretical conditions are not satisfied, is 
evidence that at least two of them are not perfect. 
Undoubtedly, Fisher's Ideal is the nearest to per- 
fection but, in common with Paasche, it is | usually 
impracticable for lack of data. 

Although Laspeyres may be regarded as a com- 
promise between the theoretical best and the 


practicable, it provides а sound criterion, far superior ` 


to any other practicable formulae. Relative to 
Paasche and therefore to Fisher's Ideal, it often, but 
rot always, has an upward bias, but it could never be 
described as erratic. 

The upward bias appears in working backward 
from the base period as well as forward. Indeed, in 
working backward from, say, 1960 =1'00, with 1960 
~veights, to 1956, one is in effect using Paasche; that 
is, rebasing to 1956=1-00 (but still with 1960 
eights), there would be a tendency to a downward 
5ias in 1960 compared with 1956. In sbort, there may 
зе a break in trend comparability at 1960, since at 
chat date there is a change in criterion. A simple 
»xample will show what might happen where the 
Dias is considerable. 

Index, 1960 = 1:00 


1956 1960 1963 
Laspeyres (1960 weights) тоо - гоо 1:20. 
Paasche одо гоо 1'10 
Fisher's Ideal 0:95 . гоо 1'15 


1 There is, perhaps needless to say, a fourth, and that is 
another cross-formula index consisting of the arithmetic 
mean of Laspeyres and Paasche. 
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The weights used for the Paasche index for -356 
would be those of 1956, and for 1963, those of »«65. 
If we take Fisher's Ideal as the correct index — ax it 
would certainly be free of any built-in bias — we сап 
see at once that there is a risk in using Laspeyrez (or 
Paasche) backward as well as forward. 

In this example, I may have exaggerated the Fias 
beyond the possible. ‘There is a limit to the bias that 
can exist. The bias arises where there is any decree 
of correlation between the quantity relatives anc = she 
price relatives. When there is any correlation at 
all, it is nearly always negative, and this gives 
Laspeyres an upward bias compared with Paame. 
The limit to bias is set by a set of price and quarity 
relatives that are perfectly correlated negatively, aat 
is, where the coefficient of correlation equals — 
which can occur only where price is allowec to 
influence the quantity in conformity to the theorz of 
supply and demand. In conditions, such as a fac -ry 
- store, under which relative changes in prices do зоѓ 
materially affect the relative consumption of the : v- 
eral articles, there is little or no correlation, xad 
therefore little or no bias. Indeed, if the consump 5n 
of the several materials remains in the same ргорег- 
tion and there are no specification changes, Laspe- es 
and Paasche would necessarily give the same anser 
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and, as could be shown mathematically, it would be 
the correct answer. 

In an article, it is not possible to range over the 
whole subject of index numbers, but I hope I have 
succeeded in what I set out to do: that is, to deal with 
all the more practical problems and pitfalls that are 
likely to confront any index maker, and to give index 
users a clear understandinz of the nature of index 
numbers. Many books have been written on this 
subject, some extolling the virtues of this or that 
formula. Below I give a short bibliography for the 
benefit of anyone who wishes to go more fully into 
this fascinating subject. 

1. Irving Fisher, The Making of Index Numbers, 
Boston, Mass., 1922. 

2. К. Stone, Quantity апа Price Indexes in National 
Accounts, Paris, O.E.E.C., 1a56. 

3. Ministry of Labour, Method of Construction and 
сашайоп of the Index of Retail Prices, Н.М.5.0., 
1956. 

4. Central Statistical Office, The Index of Industrial 
Production, Method of Сотрвано, H.M.S.O., 1959. 

5. Croxton and Cowden, Applied General Statistics, 
(Chapter on Index Numbers, Pitman, 1955. 
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The Accounting World 


Topics of Professional .nterest from other Countries 


INDIA 





Asian and Pacific Accounting Convention 


HE fourth conference of Asian and Pacc 
Accountants, this year organized by The Institze 
of Chartered Accountants of India and The Institace 
of Cost and Works Accountants of India is to be heal 
in New Delhi from November 29th to December 2rd. 
It will be the first such conference to take place п 
India. 
The conference will discuss various aspects <f 
accounting, auditing, taxation and managemert 
.accounting, and it is anticipated that there val 
be over eight hundred participants, includixz 
seven hundred Indian members and over a hundrzd 
delegates from fourteen overseas countries, includiue 
Australia, Canada, Japan, New Zealand, Sou 
Korea, Thailand, and the United States. In additio 
accountancy bodies throughout the world have Бе» a 
invited to send observers. 
Previous conferences in the series were sponsored 
by the Philippine Institute of Accountants in 1957 = 


Manila; The Institute of Chartered Accountants + . 


Australia and The Australiar Society of Accountants 
in 1960 at Melbourne, and The Japanese Institute of 
Certified Public Accountants in 1962 at Tokyo and 
Kyoto. 


SOUTH AFRICA 


More Stringent Entry Conditions for 
Articled Clerks 


SHORT Act to amend the Public Accountants’ 
and Auditors’ Act, 1951, was passed by the South 
African Parliament during its last session and was 
promulgated recently. Many of the adjustments to 
the principal Act are of a techrical nature and hence of 
minor importance but a new requirement, introduced 
by section 5 of the amending Act, will make condi- 
tions for entrants to the profession much more 
difficult in the years to come. 
On or after January 1st, 1972, any non-graduate 
seeking entry into articles will have to lodge with the 
Public Accountants’ and Audicors’ Board, inter alia, 


‘a certificate to the effect that such person has passed 
the matriculation examination of the Joint Matricu- 
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lation Board or an examination certified by that 

Board to entitle such person to exemption therefrom: 

provided that such certificate shows that such person 

has passed mathematics in such examination’. 

The sting, of course, lies in the proviso to the 
paragraph which sets out the new requirement. It is 
po ossible, in South Africa, for a үш to matricu- 

e without having included ematics in his 
curriculum. Ample warning is now given that any 
such эзсе: wil not be able to enter into 
articles after the specified date. 

Entry into articles in South Africa for immigrants, 
chiefly those coming from countries to the north of 
South Africa and from the United Kingdom, is 
already more difficult than it is in their home countries 
because the South African Joint Matriculation Board. 
requires at the advanced level in at least two 
subjects for the G.C.E. (or its equivalent) before it 
will grant an exemption from the South African 
matriculation, This new requirement of potential 
entrants to the accountancy profession in South 
Africa may make things even more difficult for some 
of such immigrants than they are now. 


UNITED STATES 


Suits for Misleading Financial Statements 

T was reported in The Journal of Accountancy (New 

York) for June that four banks have filed suits 
against Messrs Peat, Marwick, Mitchell & Co, for 
more than $6 million in connection with the. bank- 


ruptcy of a San Francisco coffee importer. The suits ` 


charge that the financial statements for 1958 to 196c, 


audited by the defendants, were ‘misleading’ and ·: A-countants waa adopted by a special ordinary 


that certain operations to conceal deficiencies were 
known to, or should have been knawn to, the auditors, 
and disclosed by them..The euditors deny res- 
ponsibility and maintain that the banks ‘had reason to 
know what was going on’. A spokesman for tke 
accounting firm is reported as saying that the banks 


offered to settle for $1-3 million, but that the insurers - 


chose ‘to have the matter litigated on its merits’. 


Additions to the Wording of the Auditor’s 
| Opinion 

ONSIDERING the question of improving the 

wording of auditors' reports, as recommended to 
the American Institute's Council by the Accounting 
Principles Board, The Journal of Acc Бг 
June quoted certain recent examples of the insertion 
of additional information, and it commented that 
these may signal a trend. Such actions by auditors to 
increase the significance and usefulness of their 
opinions were welcomed. The Journal concluded that 
improvement of the standard language and mcre 
frequent departures from it МЕ do much to 
increase the average reader's awareness of the im- 
portance of the audit. 
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Higher Degree Education for the C.P.A. 


МЕ YORK STATE was the first State to require 
candidates for the C.P.A. examination to hold a 
bacaelor's degree or the equivalent. Mr Robert G. 
All7n, C.?.4., reportedin The New York Certified Public 
Accountant how the Council on Accountancy of 
Nev York State, studying the changing patterns in 
accounting education, found that the profession was 
moving gradually from undergraduate to graduate 
level, to prepare students for the increasing re- 
spansibilities and services the profession must assume. 

"Che Board of C.P.A, Examiners concurred with 
Coancil's recommendation for granting a year of 
experience credit for students completing a post- 
baccalaureate programme. There are now two alter- 
"native programmes. The first requires thirty semester 
hours of graduate courses, including nine in account- 
ing subjects, three in economic analysis and three in 
finance, the prerequisite being a bachelor’s degree in 


business administration with a major concentration .~ 


in accounting. The second, based on a bachelor's ' 
degree in an area other than business administration, 
requires sixty semester hours at the graduate level, at 
least twenty-four being in graduate accounting courses. 
A£er completion of either programme only two years 
of public accounting experience are required, instead 


. ofthe three years for a bachelor's degree. 


MALTA 


Malta Institute of Accountants 


MERGER scheme between The Malta Institute | 
of Accountants and the Malta Corporation of 


resolution at general meetings of both bodies held 
om July 28th. 

The Malta Institute of Accountants is now the 
only body of accountants recognized in Malta for the 
purposes of the Commercial Partnerships Act, 1962. 
Under local legislation only members of this Institute 
may be authorized to act as auditors to public limited 
liability companies in Malta. 

Members of a new Council elected after the adop-: 
tion of the merger scheme are as follows: 


Hon. President: Mr P. Bussuttil, F.M.1.A. 
President: Mr J. Falzon, F.M.1.A., A.C.C.8. 
Vice-President: Mr А. Arrigo, F.M.LA., A.C.C.S. | 


Secretary: Mr J. N. Tabone, F.M.LA., A.C.C.8., 
A.M.C.I.A., Exchange Buildings, Valletta, Malta. 
Assistant Secretary: Mr S. Barbara, F.M.1.A., F.C.C.8. 

Treasurer: Mr P. Galea Souchet, F.M.1.A. 

Assistant Treasurer: Mr A. Camilleri, A.M.LA., 
A.C.W.A. 

Members: Messrs С. І. Borg, АМЛА., F.C.C.8., 
ATILI, D.P.A., Е. X. Darmanin, A.M.1.A., А.С.С.8., 
J. L. Duncan, ЕМЛА., C.A., E. J. Messina Ferrante, 


A.M.LA., С. С. Pulis, ЕМЛА., C. J. Sammut, 
F.M.LA., F.COMM.A. 
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. Weekly Notes 


BUSINESS EDUCATION 


N their recent paper Business Education, the Federi- 

tion of British Industries set out their view of tLe 
requirements of business education in Britax 
and the role of the two new British Business Schools 
which are being set up in London and Mancheste- 
The paper calls for the fullest co-operation from а 
member firms, whether large or small: 


(а) in the selection of suitable students to atten 
the schools; 
(b) in the provision of facilities for teaching and the 
` exchange of information and experience; 
/ (с) in the research work which must form the bast 
` of much of the teaching that will be given; 
(d) in making full use of the knowledge acquire. 
by students. 


The British Business Schools’ courses are directed. 
to two distinct groups: those coming to course: 
shortly after gaining their degree, and those who have 
had some years' experience in industry and are or 
the threshold of more senior posts. It is suggestec 
that students in the first group should first obtair 
industrial experience between the time of leaving 
school and entering the course; the second group 
will normally comprise general managers or managere 
of specialist departments or sections, or who are 
approaching such positions. 

^^ One of the main difficulties will undoubtedly be 
the provision of suitable lecturers. The F.B.I. stress 
that as instruction must carry the authority of per- 
sonal experience, lecturers should be working in 
indu or in close contact with it. Member firms 
should therefore assist the schools in the provision. 
of lecturers and of material for case studies. 


LABOUR REDUNDANCY 


HE effects of the latest squeeze are now being 
„А. reflected in labour redundancy and the way in 
which this redundancy is handled will have an 
important influence on the future competitiveness of 
British industry. Ford at Halewood and Hoover in 
Lanarkshire adopted the usual practice of working a 
four-day week in departments where work is short 
but at their Merthyr Tydfil washing machine works 
Hoover have decided to shut down for one week in 
"every five from September 6th. It is understood that 
‚the change in policy was made at the suggestion of 
the union representatives, who hope that this system 
will have a less marked effect on the earnings of their 
members than would a four-day week. The men 
affected will presumably draw unemployment pay 
for the week when the plant is closed and may also 
quality for a P.A.Y.E. refund. 
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Hoover are offering severance pay in accordance 
with the Government’s redundancy payments pro- 
posals to any employees who volunteer to leave. the 
company, but it is not expected that many will take 
advantage of this offer since there is little prospect 
of alternative employment in Merthyr where un- 
employment is already considerably above the national 
average. In addition to benefiting the employees, the 
closure for one week in five probably benefits the 
company by reducing operating costs and helping to 
retain the labour force until production can again be 
expanded. But although it has advantages in an area 
such as Merthyr Tydfil it would certainly not be in 
the national interest in areas of lower unemployment. 
In the long run measures designed to spread the work 
load and to maximize earnings cannot succeed 
because men will eventually change to better paid 
employment if they can find it, but such measures 
may delay the change for a considerable time. 


LC.L's LOAN STOCE ISSUE 


HE proposed {50 million loan stock issue by 

Imperial Chemical Industries Ltd, is the largest 
capital raising operation. undertaken by a British 
company and is evidence of the company’s faith 
in the future of British industry. The figure does not 
appear so large, however, in relation to the company’s 
capital expenditure programmes which currently 
amount to about £160 million of which about £120 
million is spent in the United Kingdom. In announc- 
ing the new issue plans, Sir Paul Chambers said that 
the company is going ahead with capital expenditure 
on yery large plants in order to secure the maximum 
scalé advantage in reducing costs. The new money 
will be used for projects in the sterling area, since it 
is the company’s policy to raise money abroad to 
finance projects in other countries. 

Among the company’s shareholders to benefit from 
in cued output and lower costs will be 88,700 profit- 
sharing employees, who qualified ѓог а bonus for 1964. 
of Дол million gross. This represents an average 
bonus per employee of £103 equivalent to £75 per 
employee after deduction of personal income tax. 
The net bonus is paid by the company to the trustees 

will use it to acquire about £3 
million І.С.І. ordinary stock to be issued by the 
company for this.p . While a number of em- 
ployees sell their stock soon after they receive it, it is 
estimated that of the 22:14 million stock handed over 
in 1963 about two-thirds. has been retained by em- 
ployees. 


B.M.C. - PRESSED STEEL MERGER 


[RE proposed merger of the British Motor 
Corporation and the Pressed Steel Company has 
been referred by the Board of Trade to the Mono- 
polies Commission for investigation and report 
under the provisions of the Monopolies and Mergers 
Act, 1965. The Board of Trade state that they do not 
propose to make use of their powers to hold up the 
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merger, or to impose conditions upon its completion 
during the period of the Commission's investigation. 
'The Commission have been required to make their 
report within six months. 

'The Monopolies Commission have only recently 
been empowered to investigate mergers, on the refer- 
ence of the Board of Trade. This is the first reference 
to be made, following the enactment of the Mon- 
opolies and Mergers Áct, 1965. 

Section 6 of the Monopolies and Mergers Act 
permits the Board of Trade to refer a merger to the 
Monopolies Commission in either of two cases, 
(a) where the merger would lead to or strengthen a 


This is My Life... 
by Ап Industrious Accountant 


CHAPTER 291 


OMETIMES inspiration springs full-grown, like 
Minerva from the brow of Jove. To an accountant 
such moments are particularly gratifying and I 
recently sat back almost overwhelmed. I had per- 
ceived a hidden loophole in the capital gains section 
of the new Finance Act, whereby an escape clause 
might be painstakingly evolved to the benefit of the 
taxpayer. By specious but legitimate interpretation 
of the wording, by setting up a holding company with 
minority control, by timing of the inter vives angle 

. I rushed to set it down. 

Just then the office manager entered with a request 
for authorization of a new photo-copying machine. 
I waved him away frantically... ‘later, please, 
later’. As he hesitated the cost accountant arrived 
with a sheaf of papers. Their joint reaction was 
astonishing. 

The O.M., normally a man above easy emotional- 
ism, though admittedly pernickety in small things, 
stiffened perceptibly. His thin lips were compressed, 
his face went pink, his eyes bulged with haughty 
anger. For his part Costs flushed hotly; ће scowled, 
commenced to speak but thought better of it and 
went out again like a minor whirlwind. 'Insufferable 
young pup,’ said the ОМ. to the ceiling and departed 
in offended dignity. To the meanest intelligence 
there was trouble brewing. 

The grapevine revealed a story of mounting com- 
plexity. It had begun with Costs. His wife having 
lately presented him with twins, in due course а 
double-pram became зар Аѕ a prudent ac- 
countant with an eye to his budget he looked around 
for a good second-hand one as a preliminary exercise, 
mentioning his need casually to sundry colleagues. 
The O.M., always eager to help, told his wife грош 
it. That fired the powder-train. 
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‘monopoly’, and (5) where the value of the assets taken 
aver would exceed £5 million. 

The B.M.C.-Pressed Steel merger has been 
referred under the size-of-assets tests. Although the 
reference precludes the Commission from going into 
the question of whether the monopoly test is satisfied, 
they are free to consider any monopoly aspects in 
relation to the public interest. 

In the meantime, B.M.C. and Pressed Steel stated 
en Tuesday night that they are going forward with 
Фе merger plans, despite the Monopolies Com- 
mission inquiry. The directors of both companies are 
‘convinced of the soundness of the reasons for the 


The O.M.’s wife known, it will be recalled, as the 
Hairpin, once worked in our office, her departure 
from whence being a cause of quiet jubilation to all 
"who had ever come into contact with her. Her unfail- 
ing tactlessness was matched only by her ability to@j 

ify a casual comment into a deadly insult and 
she embroiled alarming numbers of our staff in 
subsequent vendettas. 

In the present instance her aim was unerring. 
Casting around among her numerous contacts she 
rapidly located the wife of the Ladies Springwear 
sub-manager who, be-twinned two years ago, had a 
double-pram surplus to requirements. At this stage ' 
conflicting verbal reports proved irrecoricilable. 
Costs' wife, however, was adamant that the excellent 
pram she received had been unwanted and was a gift; 
the donor was equally emphatic that the recipient 
had proffered and then meanly withdrawn a sub- 
stantial (though unspecified) price. Her indignation 
was heightened by hearing that Costs’ wife һай, 
presented the Hairpin with a nice present for her 
assistance; this was a before that luckless mother was 
visited by three separate females, each pushing a 
pram, each vociferously certain that a bargain had been ' 
completed. The Hairpin’s torrent of explanations 
were, at secondhand, incomprehensible. 

I thought of capital appreciation... of mixing 
business with domestic privacies . . . of an accounts: 
department already split into hostile cliques, as the 
grapevine reported. The various husbands’ coldly 
acrimonious exchanges had been turbulently ampli- 
fied by their supporters; cold war raged. I hinted 
delicately to Ње О.М. that — naturally – he wouldn't 
allow, ah, divergent opinions on the, ah, distaff side 
to impair office efficiency. ‘Of course not, he said 
coldly. A similar hint to Costs opened floodgates of 
angry expostulation. 

Later, hearing commotion in the passage, I peered’ 
out cautiously. A heated argument was raging among" 
: group of people among them the Hairpin, brassy- 

blonde as ever, beside her gesticulating husband, 
was exchanging high-pitched shot for shot. I retired 
hastily and locked the door, forgetting in the con- 
fusion that specious but legal interpretation and the 
master-plan that followed it. And, unfortunately, I've 
been unable to remember them since. 
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merger’ and they have taken particular note of th= 
fact that the Board of Trade does not propose to hold 
up the merger pending the Commission's report. 


SHIFT WORKING IN TEXTILES 


YEAR'S experiment in running a round-the- 

clock shift system in a textile mill for six days ~ 
week has been started at the Park Mill at Helmshor- 
in Lancashire. Four teams of six card room and ring 
room operatives are taking part; the teams consist, o 
coursé, of men only. 

Each team will have one week off in four and three 
teams will work a 37-hour week while the fourth tear 
will take over after seven days’ rest to do two 11-hour 
shifts at the week-end. The company plans to pay 
workers {10 a year for each future year of service and 
_ to make National Insurance sick-pay up to 75 per. 
- cent of a worker’s wage of £18 a week. £1,000 will be’ 
‘paid to the widow or next of kin of any worker who 
dies in the company's service. Ап increase in pro- 
ductivity as high as 200 per cent has been mentioned. 


. a8 possible under this scheme. 


The experiment is not being conducted without 
controversy. The Card Room Workers’ Association 
have said that the new system gives the workers 
concerned the best fringe benefits ever paid in the 
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cotton industry, but other unions have been more 
cool in their reception of the idea. 


INDUSTRIAL LIFE ASSURANCE 


REMIUM income on industrial life (or home 

service) assurance in 1964 rose by about {10} 
million to a record £230 million. This means that 
home service insurance policy-holders last year paid 
nearly £44 million per week tc the ‘insurance man’. 

Gross investment income cn industrial assurance 
funds at £113 million was also up by about £10 
million. The yield from these funds is a vital factor 
in making possible the high retes of bonus currently 
being paid on industrial life policies, and most home 
service policies qualify for bonuses. 

In announcing these figures on Monday, Mr T. J. 
Freyne, Chairman of the Industrial Life Offices 
Association, added that the total industrial life 
assurance funds held by the otfices to meet eventual 
payments to policy-holders increased by £105°8 
million during the year. This vas a broad measure of 
the net new saving which accrued to the nation's 
economy through the operaton of industrial life 
assurance. Indeed, if the ordinzry life business of the 
home service insurance offices was included, their 
total life business brought some £230 million of new 

capital to the economy. 





Finance and 


` which provi 


Commerce 


Humphreys' Loss 
HORTCOMINGS in estimates and work in 
progress valuations were the main reasons for the 


-heavy loss shown in the accounts of Humphreys Ltd, 


the — and civil engineering contractors, 
€ our reprint this week. 


Shareholders were warned that all was not well on 


. November 2oth, 1964 – ten days before the end of 


the financial year — when it was stated that the 
accounts would show a loss but that it should be 
more than covered by the company’s reserves of 
£238,204.: No ordinary interim dividend was paid 
but preference dividend would be paid, it was added, 
in view of a likely return to profits in 1964-65. 

Last May, however, the preference dividend was 
passed and the board reported serious losses, the 
major part of which had arisen from 'serious mis- 
management of certain divisions of the company’. The 
loss, as the reprint shows, proved to be £692,554, and 
Sir Aynsley Bridgland, the chairman, in his statement 


with the accounts, attributes Ше position to ‘general: 
mismanagement of the building and decorating and. 
shuttering divisions and faulty estimation of their 
work in progress valuations over a period; secondly, 
exceptional and unexpected losses on certain large 
contracts, mainly arising from the severe winter of 
1962-63; and, thirdly, insufficient turnover’. 


Investigation 

The chairman says that in the spring of 1963 some 
doubt was felt about the performance of the building 
and decorating and shuttering d visions and measures. 
were taken to strengthen the supervisory machinery.. 
In the spring of 1964, however. it became clear that: 
certain work in progress valuations had been in- 
correctly prepared to such an exent that the fact that 
these divisions were losing money was not apparent. 
It was believed that action then taken had put the 
position right. 

Further information came to ight after the annual 
meeting in July 1964, and this led to last November’s 
statement. Subsequent investigation, ‘hampered by 
false entries and missing documents’, showed the 
trouble to be more serious and deep-rooted and the 
board was compelled to issue a further statement last. 
May. The position, shareholders are told by the 
chairman, is now clear and ‘the effect of adjusting the 
figures to the true position is to show a loss of 
approximately £465,000 by these two divisions’. 

Some ‘senior and especially trusted’ officials have 
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been dismissed but ‘careful invest gation has produced | 58 

no evidence of intent on the part of these persons to Ng Ч 
enrich themselves at the expense of the company’. 
The board of the company has been strengthened 
and McLintock Mann & Whinney Murray, the A 
industrial consultants, are to investigate and report 

on the present structure and operations of the 

company. 








1964 . 





Action 


The -loss position was worsened to the extent of 
about £210,000 because the cumulative effect of the 
three months’ stoppage of building in the bad winter 
of 1963 was not made good in 1964. Other causes 
aggravated the position and two contracts, in par- 
ticular, will not be completed until this year — at a 
further loss. Insufficient turnover was another factor 
in the past year, largely due to -he unexpected post- 
ponement of two new contracts which would have 
produced a turnover of £1 million during the year. 

Commenting on proposed acrion to deal with the 
debit, the chairman says the bcard has two courses 
open. The one is to allow the debit balance to remain 
in the balance sheet and the other to obtain Court 
sanction to use the share premium account and to 
write down the value of the shares to the extent 
necessary to meet the deficit. The first course would 
rule out the resumption of dividend payments for a 
period of years — in fact until the losses had been 
eliminated. 

‘The directors have, therefore, decided on the 
second course but do not inter.d to follow it imme- 
diately. Application to the Court is to be postponed 
until the final accounts for 1962—65 are available and 
the full extent of the loss which must be dealt with 
is known. 


Vu 


INTEREST RECEIVABLE:— г 


17,1120 Associated Companies 


— BALANCE CARRIED TO BALANCE SHEET ' .. 


£180,652 


— TAXATION RELIEF ON CURRENT LOSSES 

— LOSS FOR YEAR, CARRIED DOWN 

= TRANSFER FROM GENERAL RESERVE . 
78,359 PROFIT FOR YEAR BROUGHT DOWN . 


3,444 Other Investments and Loans. 


1963 
£ 


102,293 BALANCE AT 1st DECEMBER, 1963 


180,723 TRADING PROFIT 





4,800 


HUMPHREYS LIMITED 


Profit and Loss Account for the Year ended 30th Novembur, 1964. 


8 E gt [I 
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1964 
£ 
672,510 
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Current Contracts 


Although a further loss in the zurrent year is antici- 
pated, a return to profits in 1965-66 is expected with 
‘reasonable confidence’. The company is currently 
engaged on contracts, at home and overseas, to a 
total value of £42 million. 

" Sir Aynsley, who is 72 and who has been dogged by 
ill health for the past two years is, on medical advice, 
not.standing for re-election after thirty years as 
chairman. ‘Naturally the discovery of serious faults 
inside the organization was a shock to him but, he 
says, ‘looking back I cannot see what other pre- 
cautions we could have taker to check this matter 
earlier’. 

The position seems to be the familiar one of wrongs 
being perpetrated in the hope of making a right. It 
looks as though attempts were made to cover up initial 
faulty estimation of work-in-progress figures, with the 
position escalating to the point of ‘false entries and 
missing documents’, · 

‘It can easily be said that the faults should have been 
discovered earlier, but those of ‘senior and especially 
trusted’ officials are not the easiest to detect. 


To be read in conjunction with the Notes on page (277). 


DEPRECIATION ON FREEHOLD PREMISES, FIXED MACHINERY, 


VEHICLES, FIXTURES AND FITTINGS .. 


Lees—Charged in Trading Account 


Pensions to Past Directors P 
1,700 AUDIT FEE 


DIRECTORS' EMOLUMENTS 
For Management Services 


Fees 


— LOSS FOR YEAR, BROUGHT DOWN .. T .. РА 
3,369 PREFERENCE SHARE DIVIDEND PAID FOR YEAR, LESS ТАХ 


27,562 INTERIM ORDINARY SHARE DIVIDEND Р 
` 41,344 PROPOSED FINAL ORDINARY SHARE DIVIDEND 


— TRADING LOSS (NOTE 1) 
253 LEASEHOLD AMORTISATION 


46180 BANK AND OTHER INTEREST AND BANK CHARGES 
5376 TAXATION ON CURRENT PROHTS 0.000. 
108,377 BALANCE CARRIED TO BALANCE SHEET 


78,359 PROFIT FOR YEAR, CARRIED DOWN . 
£180,652 


1963 

Ё 
3,400 
900 
17,419 
£201,287 
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CITY NOTES 


VIDENCE that the succession of restrictive 
easures is beginning to bite has turned stock- 
market attention away from longer-term recovery 
hopes and also away from toying with the idea of 
devaluation as a ‘bullish’ factor. In index terms, 
equities have lost the bulk of their rally with the fall 
turning on a very limited amount of selling pressure. 
In fact, the extent of the rally and of the ере: 
fall has demonstrated the thinness of current markets 
in which even the merest suggestion of business 
either way brings marked change in quotations. In 
contrast to the equity sections, the gilt-edged market 
has held firm and its strength was tested this week 
by a county council loan by Derbyshire. 

Despite improvement in the gilt-edged section, 
the institutions are squeezing industrial companies 
into a 74 per cent coupon on new debenture borrow- 
ing. А 7$ per cent rate is tend: ng to become the rule 
rather than the exception that iz was a few weeks back. 

'The Carreras company, however, has decided tc 
raise about £6 million on a conventional rights issue 
basis and there will be considerable interest in the 
outcome of the operation. 


* * * * 


LAW to itself in the capital market, Imperial 
Chemical Industries surprised the City this week 
with its £50 million 7} per cent Loan Stock public 
issue. Ап accelerated development programme, com- 
bined with lower retentions under corporation tax, 
and pressure on profit margias have brought I.C.L 
to the market. 
I.C.I.'s profits, it is anticipated, may at best be in 
line with the 1964 earnings dapi higher sales. Th= 


company reports a slowing down in the rate of expan-1 
sion in home sales, with profits tending to be squeezed. 
between rising costs and reduced prices, 

LC.L's experience is invariably regarded as an 
industrial barometer and the group's profit forecast 
was duly noted in the stock-market. 

ж * * + 


merger of the Cope Allman, Harper En- 
gineering, Midland and North Counties and 
J. W. Young groups, through a share exchange 
and major loan stock operation using Midland and 
Northern as the vehicle, is the first major operation 
of its kind following this year's Budget. The resultant 
group will be heavily weighted with loan capital and 
is designed with corporation tax impact on Cope 
Allman’s overseas earnings element in mind. Furthe 
evidence of the new tax considerations in boardrooms 
is the comment by the directors of a number of 
‘close’ companies — including Schroders, the mer- 
chant banking group — that the capital consequences: 
are being considered. 
* » * » 


HERE is beginning to be a stalemate look about 
the takeover tussle between the Showerings and 


: Harveys of Bristol groups. Both companies have been 


through the usual performance of forecasting higher 
profits and dividends, but Showerings have not 
increased their bid from the original terms. Harveys 
directors are adamant in rejecting the Showerings 
terms and seem likely to command a strong following, В 
Neutral shareholders іп Harveys, meanwhile, 

to be taking an independent line by selling the hac 
on the market. 


RATES AND PRICES 


Closing prices, Wedaesday, August 25th, 1965 


Tax Reserve Certificates: interest rate 28.11.64 3$% 
Bank Rate Foreign Exchanges 
Nov. 2, 1961 6% Jan. 3, 1963 4% Мем York 279% Frankfurt II'19 
Маг. 8, 1962 ad Feb. 27, 1964 5% Montreal 3°00} i 1743% 
Маг, 22, 1962 i4 Nov. 23, 1964 7% Ams ico4i Oslo 19:96} 
April 26, 196a 4176 Jane 3, 1965 6*5 Brussels 138-50 Рагія 13:67 
Copenhagen 19:362 Zürich 12:04 
Treasury Bills 
une 18 5 115 9'574% July 23 fs 12: 6°87d% 
е 25 45 10f 10° е Jaly 30 5 12s 5, Gilt-edged 
ya 5 10$ o Aug. I25 5'4147 
July o 45 т 0952 Aug. 13 15 тог 15694 COMO 48, of Базов 0 Fund 87 Н 
E О, "| 
July 1 £5 12: 463d% Аюв. зо £5 тоғ 7'994% Conversion 6% 1972 96 Savings 3% 65-75 vail 
nversion 5 1974. 90 avings 219 7 93 
Money Rates Conversion 596 1971 9a Treas. 54% 2008-12 83: 
Day to day 44-54% Bank Bills Conversion 3195 1959 894 Treasury 5% 86-89 82k 
days : 44-54% 2 months 54—65 Сопуегвіоп 3 52i1xd Treasury 3195 77-80 73 
Tine Trade Bills 3 months 5 74 unding 54% 82-84 885; reasury 3r 79-81 yot 
3 months 77% months 5 А unding 4% 60-90 92 ‘Treasury 24% 38xd 
4 months 9% months 5%—6% Funding 34% 99-04 58 Victory. 476 955 
6 months 748% Funding 3% 66-68 89} War 3196 53d 
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- laxation Cases 


Full reports of the cases summarized in these columns 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases’. 


Fielden v. C.LR. 
In the High Court of Justice (Chancery Division; 
July 7th, 1965 
(Before Mr Justice Cross) 
Income tax — Securities and possessions abroad — Remit- 
tance basis claim — Whether taxpayer domiciled abroad — 
Income Tax Act, 1952, section 132 (3). 

The appellant taxpayer's domicile of origin was 

English. He was born in 1896 and lived in England. 

rull 1928. In that year ће went to Detroit to take a job 
with a motor firm there. In 1935 he married a citizen 
of the United States. In 1938 he came to England 
with his wife to introduce her to his parents and to 
show her the country. In 1943 he gave up the lease of 
his apartment in Detroit, sold all the iture and 
came to England with his wife, and they both took 
up positions in a business here. In 1947 he was 
appointed a director of a company. In the same year 
he and his wife went'to the United States and stayed 
with friends in Detroit, with a sister of his wife in 
West Virginia, and with other friends in Cincinnati. 
His only other visit to the United States was one of a 
few days in 1959. In 1952 he became the largest 
holder of ordinary shares in his company, and sub- 

‘sequently he became chairman and managing director. 
In March 1955 he bought a house.in England. 

"The taxpayer considered that while his parents were 
alive he owed them a duty to stay in England, and 
that as chairman and managing director of the 
company he owed a duty to the company's custorners 
and employees not to leave until he was satisfied that 
the business would continue satisfactorily. His wife 
wanted to go back to Michigan. The taxpayer's 
present intention was to return to the United States 
when he retired, but there was no evidence that 
he would return to Michigan, and he had formed no 
definite intention as to the date of his retirement. At 
the hearing in the High Court the taxpayer stated 
that if he had appreciated the importance of the 
point he would have given evidence before the 
Special Commissioners that he and his wife intended 
to return to Michigan, and he asked that the stated 
case should be amended accordingly. The taxpayer 
was asked whether he wished the case to stand over to 

\ enable him to be legally represented, but he declined 
the offer; and he said that he appreciated that the 
case would have to be dealt with on the findings of 

-fact by the Special Commissioners. 

The Special Commissioners decided that the 
taxpayer had acquired a domicile of choice in Michi- 
gan at about the time of his marriage in 1935, and 
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that he did not lose that domacile when he came to 
England in 1943; but at somz date since that year 
he had lost his domicile of choice in Michigan, 
whereupon his English domicils of origin had revived. 
The Special Commissioners thought that that was 
about 1947. They found that the taxpayer was 
domiciled in the United Kingdom throughout the 
years 1954—55 and 1955—56, ard that the claim to be 
treated on the remittance basis failed. 

Held: the Special Commissioners’ decision was 
correct. 


Provan v. Szott 


In the High Court of Justice sonny Division) 
July 13th, 1965 
(Before Mr Justice Cross) 
Income tax — Farming — Anrual value of farm — 

Whether deductible — Income Tax Act, 1952, sections 
122, 123, 127, 136 — Finance Act, 1963, sections 29, 
73 (7) (b), Schedule 8, paragrapas т, 2, Schedule 13. 

‚ The respondent, the taxpayer, owned and occupied 
a farm, and he claimed that in computing the profit 
of his farming business under Case I of Schedule D 
for 1963-64 he was entitled to a deduction in respect 
of the annual value of the farm.. The assessment for 
1963-64. was based upon the profit of the accounting 
period of twelve months ended. March 31st, 1963. 

It was contended by the taxpeyer that as the assess- 
ment for 1963 was based on the »rofit for the account- 
ing period above mentioned, to decide that he could 
not deduct the annual value would be to give restric- 
tive effect to section 29 (1) of the Finance Act, 1963, 
which prohibits any deduction in respect of annual 
value. It was contended on beha f of the Revenue that 
the profit to be considered was tne profit for 1963-64, 
even though the amount of it was ascertained by 
reference to the profit in the accounting period ended 
March 31st, 1963. The Gereral Commissioners 
decided in favour of the taxpayer. 

Held: (1) the contention on bzhalf of the Revenue 
was correct, (2) the proviso to s2ction 29 (1) and the 
proviso to Schedule 13 showed tnat section 136 of the 
Income Tax Act, 1952, was not to take effect for 
the year 1963-64. 


Hurley v. Young 
In the High Court of Justice ‘Chancery Division) 
July 8th, 1965 
(Before Mr Justice Cross) _ 
Income tax — Trade — Back duty — Second-hand clothes 
dealer — Excess rent — Furnished lettings — Schedule D, 
Cases I and VI. 


The appellant appealed for 1¢55-56, 1956-57 and 
1957-58 against assessments of £1,350 each in 
respect of the trade of a second-hand clothes dealer. 
For 1958-59 she appealed agairst an assessment of 
£150 in respect of that trade, ап assessment of £80 for 
excess rent, and one of £250 in respect of furnished 
lettings. For 1959-60 the taxparer appealed against 
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an assessment of £1,000 in respect of the second-hand 
clothes business, {100 for excess rents and {100 in 
respect of furnished lettings. For 1960-61 there was 
an assessment of £1,000 in respect of the second-hend 
clothes business and {100 for furnished lettings. For 
1961-62 there was an assessment of £1,500 for the 
second-hand clothes business and {100 for furnished 
lettings; and for 1962-63 the appellant was assessed 
for £1,500 for the second-hand clothes business, and 
for 1963-64 she was assessed for that business in the 
same amount. 


The taxpayer contended that the assessments were 
excessive or incorrect on the grounds (a) that it was 
almost impossible to make any profit on the sale of 
second-hand clothes, (b) that she had received little 
income from furnished lettings as in many cases she 
had had to instruct solicitors to take proceedings for 
recovery of the rent, (c) that she was 76 years of age 
and had not been given the allowances to which her 
age entitled her, (d) that the increase in her capital 
from 1952 to 1963 had been due to sales of property 
and of jewellery given to her in the past, (e) that the 
capital statements on which the assessments were 
based were incorrect, (f) that she had paid £387 10s 
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zn account in respect of the tax in question and 
incurred losses. 

At the hearing before the General Commissioners 
the Inspector of Taxes produced a capital statement. , 
prepared by a bank acting on behalf of the taxpayer. ! 
The increase of capital was £4,375, and the total of 
the assessments was £3,473. 

The General Commissioners decided that the 
zppellant had produced no evidence to support her 
contention that the assessments were excessive or 
3ncorrect; that the capital statement indicated an 
"anexplained balance for which the taxpayer could not 
satisfactorily account; that nevertheless in the light of 
the capital statement the assessments were excessive; 
and that the assessments should be reduced to corres- 
2ond with the capital statement. 


Held: the General Commissioners’ decision was 
correct as to the total of £3,473; but that there was 
зо explanation of the increase of the taxpayer's, 
ability for 1958-59 from £480 to £835; and that the 
zase should be remitted to the General Commis- 
sioners to make further findings of fact showing the 
basis upon which the amounts of the assessments 
were arrived at. 





Correspondence 


Letters must be authenticated by the name and address of 
the writer, not necessarily for publication. The Editor does 
not necessarily agree with, or hold himself responsible for, 


Profitability of Capital Projects 


Sm, ~ The method of calculating profitability 
described by your correspondent, ‘Nicoderaus’, 
(August 14th issue), is that of accrued cash flcw, a 
variant of discounted cash flow. In the example he 
quotes, his ‘ratio of profitability’ is 1-25; i£ the 
interest rate is now increased by trial and error until 
the ratio is 1*0, it will be found to be identical with 
the D.C.F. rate. It is the rate of return at which the 
project breaks even. The ‘potential gain’ is the differ- 
ence in the future worths of the capital and the net 
income stream at a rate of interest other than the 
unique rate. If discounted back to the commencement 
of the project, it will give the N.P.V. at that rate. 

A mathematical anlysis shows that the unique rate 
of interest which equates any income stream invzsted 
-cumulatively over the life of an asset to its capita. cost 
similarly invested, is the same rate which will discount 
the income stream retrospectively to equality with 
the undiscounted capital outlay. 


It may be, as ‘Nicodemus’ infers, easier to under- 
stand the accrual method, as it is equivalent to dealing 
with a hypothetical banker who credits interest on 
deposits, and debits interest on loans, at the same 
rate. Any balance at the end of the period is a future” 
worth, and must be discounted back to current! 


Yours faithfully,. { 
N. V. ENIGHT. . 
London EC2. 


*Cash at Bank' : 
Sm, ~ Traditionally, accountants show in balance 
sheets against the above heading the balance as shown 
in the firm's cash-book. This figure is often at variance 
with the balance shown in the books of the firm's 
bankers due usually to unpresented cheques and 
lodgments not credited. 

It is submitted that, in the context of showing ‘a 
true and fair view', cash at bank (and bank overdraft) 
should be the unadjusted, but nevertheless, recon- 
ciled, bank balance according to the firm's bankers. 

Whilst cheques are unpresented there is always 
the possibility that they may be stopped or held over., 
It would seem, therefore, that the only accurate 
balance is that as shown in the bank statement. 

I should be interested in your readers’ views on. 


this subject. 
Yours faithfully, 
DATESEC. 
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Union of Chartered Accountant. 
Students' 


Societies 


INSTITUTE STATEMENT 


E po following statement has been authorized for 
publication by the Council of The Institute of 

Accountants in England and Wales and 
follows consideration by the relevant committees of the 
Council of the matters discussed on March 2nd, 1965, 
at the annual meeting between the Liaison Committee 
of the Union of Chartered Accountant Students' 
Societies and members of the Council of the Institute. 


Working Party on Students’ Societies 
rit has become apparent that the importance of the 
future purposes, organization and financing of students’ 
societies justifies the appointment of a special com- 
mittee of the Council to examine and report on the 
question. Such a committee has been formed. 


September Intermediate Examination 

The Liaison Committee commented on the incon- 
venience for various reasons of holding an examination 
in September. 

The Examination Committee is at present investi- 
gating the possibility of changing the date. If a change 
is decided it will take time to give effect to it. Examina- 
tion halls must be booked well in advance. 


Libraries 

~The Library Committee noted that students wished 
to extend postal borrowing facilities available . to 
students, for books other than basic textbooks. The 
committee considered whether the postal and personal 
borrowing facilities of the Institute's library should be 
extended to students and decided to continue to restrict 
facilities to members. 


Practical Experience under Articles 

Consideration is still being given to the question: of 
giving to students more information about the practical 
experience which should be obtained during service 
under articles but no statement can yet be made. ` 


Grants from Education Authorities 

There is nothing to add to the comment in they pre- 
liminary report that local education authorities are 
reluctant to lay down general principles for the award 
of discretionary grants, so that the appropriate policy 


appears to be to raise with authorities specific cases of 
difficulty i in obtaining grants which are brought to the 
attention of the Council. 


Industrial Experience 

The Articled Clerks’ Committee considers that there 
should be no change in the present policy by which an · 
application for permission to spend a period in industry 
is considered only if it is supported by the principal of 
the articled clerk. 


Students’ Societies Secretarial Costs 
'This is an organizational question which is being con- 
sidered by the Committee on Students’ Societies. 


Examination Fees 
'The Liaison Committee considered that the costs of 
examinations and student services should not be 
recouped wholly from fees payable by students. 
tions were held not primarily for the benefit 

of the candidate but to protect the status of the profes- 
sion and the interests of the public. Students should 
not be expected to pay for this which should be a 
general charge. on Institute funds. 

It remains the principle of the Council that, so far as 
possible, its expenditure shall be recovered from those 


- deriving most benefit from it. In accordance with this 


principle the cost of administering student affairs and 
examinations is recovered from the student body. 'T'he 
present rates of exemption and examination fees are 
fixed чо do no more than this. Any modification of the 
present method could require an adjustment of mem- 
bership fees, or of the admission fee, or the introduction 
of a student registration fee (all of these would require 
the passing of МА 


Tuition ' 


'The Liaison Committee welcomed the правиш of 
courses for articled clerks but referred to the problems 
of effective evaluation and control and the attraction of 
more teachers. 

The promotion of courses continues under the 
direction of the Education Committee. Introductory 
courses for newly-articled clerks were available last ' 
autumn in the area of every district society. The aim is 
to make attendance compulsory in due course. Many 
areas are already building on the basis of introductory 


AN R.R.C. HOME-STUDY COURSE provides the shnplest answer. Backed by 37 years 
«кн шшш espeia э ever БУ река, iE экш зош мох M cel 
Banking, Insurance, Local 


principal A 
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courses by providing revision courses and later direc- 
tional courses linked by sessional tutorials. The Educa- 
tion Committee welcomes these developments in the 
knowledge that they will lead towards a planned and 
improved pattern of education and training at every 
stage from introductory to final. 

'l'here was an encouraging response to the short 
teacher training course held at the request of the 
Education Committee at Huddersfield Technical 
Training College in April 1965. The Education Com- 
mittee is now planning further courses at varying 
levels of teaching experience and at different centres. 


Minimum Salary under Articles 

It is not the policy of the Council to lay down minimum 
salary scales for articled clerks. The policy is to collect 
particulars of salaries paid to make them known to 
members for their guidance. This was first done as part 
of the Practitioner Inquiry. Consideration is being 
given to the most convenient and effective way of 


collecting further data. 
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Conditions in Examination Rooms 

Reference was made by the Liaison Committee to poor 
conditions in some examination halls. An example of 
inadequate heating and lighting in а provincial 
examination hall was given. Mention was also made of 4- 
difficulties which can rise with students who feel unwell 
during an examination paper but who are fit to resume 
after minor treatment. 

The Examination Committee would expect to be 
informed of poor conditions in examination halls by the 
invigilator or affected students. A student taken ill 
should send a statement of the circumstances promptly 
to the Secretary of the Institute. The Examination 
Committee will consider what changes are necessary in 
instructions to invigilators with a view to more precise 
and uniform guidance. 


Institute Newsletter 

It has been decided not to make changes in the form of 
the Institute newsletter to enable it to be used as an 
inset for local student newsletters. 


VAS 


Notes and Notices 


PROFESSIONAL NOTICES 


Messrs LAYTON-BENNETT, BILLINGHAM & Со, Char- 
tered Accountants, announce that Мг Н. №. AcLEY, 
F.C.A., is retiring from the practice on August 3186, 
1965, in order to take up a full-zime executive appoint- 
ment with Caravans International Ltd. 

Mr F, J. BLYTHE, F.C.A., practising as К.Р. Hevwoop, 
Biyrue & Co, Chartered Accountants, announces that 
as from August 1st, 1965, he has admitted into partner- 
ship Mr P. E. LITTLEMORE, F.C.A. The style of the firm 
remains unchanged and the practice continues from the 
same address. 


Appointments 

Mr J. L. Brooke, B.COM., F.C.A., A.C.W.A., M.B.L.M., 
A.T.L.I, has been appointed deputy comptroller of 
Cables Group, Associated Electrical Industries Ltd. 

Mr Zenon N. Papadopoulos, a.a.c.c.a., formerly 
chief accountant of Niarchos (London) Ltd, has been 
appointed director of Hellenic Shipyards Co Ltd, 
Athens, Greece, and also comptroller of the Niarchos 
Group of Companies in Greece. 

Mr J. Е. Nash, F.c.a., has been appointed managing 
director of F. W. Wheatley (Trailers) Ltd. 


Mr J. T. Rowlay, r.c.4., has been appointed deputy 
managing director of Hepworths Ltd and a director of 
the parent company, J. Hepworth & Son Ltd. 


Mr J. E. Rowe, F.c.a., has been appointed an addi- 
tional director of General Electric and Mechanical 
Systems Ltd. 


OFFICIAL RECEIVER APPOINTMENTS  .. 


The Board of Trade have announced the following 
appointments: 

Mr James Tye to be Official Receiver for the Bank- 
ruptcy Districts of the County Courts of Carlisle and 
Workington and Cockermouth. 

Mr Frank Augustus Lanaway and Mr Kenneth 
Littleton to be Assistant Official Receivers for the 
Bankruptcy Districts of the County Courts of Carlisle 
and Workington and Cockermouth. These appoint- 
ments take effect from September rst, 1965. 

The appointments of Mr William Armstrong as 
Official Receiver and Mr Francis Durkin as an 
Assistant Official Receiver for the Bankruptcy Districts 
of the County Courts of Carlisle and Workington and 
Cockermouth have been revoked with effect from 
September rst, 1965. ` 

'These changes are consequential upon the transfer 
to the Official Receiver, St Annes, of the administration 
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of bankruptcy cases arising from the County Courts of 
Carlisle and Workington and Cockermouth. 'T'he cases 
will be administered from a new sub-office to be 
established at Kendal. 

С 


\ 


SOUTH EASTERN SOCIETY 
OF CHARTERED ACCOUNTANTS 


New President 


Mr Walter Harold Minter, rF.C.A., has been elected 

President of the South Eastern Society of Chartered 
Accountants for 1965—66. 

Mr Minter is a native of 

— — 771 Hove, where he still resides, 

; ` and was educated at the 

Brighton, Hove and Sussex 

"| Grammar School. He was 

‘. admitted to membership of 

The Institute of Chartered 

Accountants in England and 

Wales in 1951, having pre- 

viously passed the examina- 

tions of the (then) London 

: Association of Certified Ac- 

MANI 105 countants, and qualified as 

Mr W. Н, Minter — 8^ incorporated accountant 
in 1941. 

Mr Minter joined the staff of his present firm Spain 
Bros, Dalling & Co, Chartered Accountants, in 1935 
and has been a partner since 1951. He 18 à member of 
the Brighton Local Members’ Group and has served 
on the District Society Committee for a number of 


years. 

Until June of this year, the South Eastern Society 
comprised the two branches, Kent and Sussex (of 
which Mr Minter was Chairman) and Hants and 
Dorset. The latter is now, with certain boundary altera- 
‘ions, the newly-formed Southern Society of Chartered 
‘@countants. 





BROMLEY AND SOUTH-EAST LONDON 
DISCUSSION GROUP 


At a recent meeting of the Bromley and South-East 
London Discussion Group of Chartered Accountants, 
the following officers were elected for the ensuing year: 

Chairman: Mx D. Н. Kirk, r.c.a. 

Vice-Chairman: Mr T. Hollis Hopkins, в.8С.(ЕСОМ.), F.C.A. 

Hon. Treasurer: Mr D. B. Egerton, F.C.4. 

Hon. Secretary: Mr А. R. Reynolds, a.c.a., Messrs 
Grugeon, Reynolds & Co, 56 Westmoreland Road, 
Bromley, Kent. Telephone Ravensbourne 0543. 

The first meeting of the next session will be held in 
October, and details of the full programme will be sent 
ю existing members of the group shortly. Potential 
nembers either living or working in the group's area 
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are cordially invited to take part in the discussions and 
will be very welcome. There is no subscription and 
further information can be obtained from the Secretary. 


INSTITUTE PUBLICATIONS 


The Institute of Chartered Accountants in England and 
Wales announced last week that over one hundred 
thousand copies of its explanatory booklets on The 
Taxation of Capital Gains and The Corporation Tax, 
published on August oth, have elready been sold and 
substantial orders are still being -eceived. 

In the Practice Administration series — in which 
four booklets have so far been published — some 
forty thousand copies have already been sold. Further 
booklets in the series to be published during the next 
three months are: The Organization of a Practising 
Accountant’s Office, by J. Perfect, F.c.a.; Mergers and 
Associations of Professional Fwms, by Hugh Т. 
Nicholson, F.c.a., and Towards Better Fees, by David 
Steele, Р.С.А. 

'The remaining booklets, which should be available 
by early 1966, are: Selection, Trat«ing and Management 
of Staff, by L. Е. Durman, F.c.a.; А Practitioner's 
Own Taxation Problems, by D. 3. Morpeth, B.COM., 
F.C.A.; and Controls for the Effeccive Use of Time and 
the Keeping of Time Records, by V. Е. Berry, F.C.A. 


С.А. APPRENTICESHIP GUIDE 


А new edition of the С.А. Apprenticeship Guide pub- 
lished by The Institute of Chartered Accountants of 
Scotland was issued this week. 

Copies of the Guide are beimg circulated to all 
members of the Scottish Institute who take apprentices, 
to apprentices themselves, to schcols, universities! ap- 
pointments officers, youth employment officers, careers 
advisory officers and others. 

The new edition differs from th» previous edition in 
two respects. The first group of changes gives details 
of the exemptions from parts of tbe Institute's exami- 
mation which are now offered to graduates whose 
degree subjects have included appropriate courses in 
accountancy, law and economics. The second change 
relates to the 1966 examination syLabus in which there 
are alterations for Part II, paper 2 (taxation) and Part 
IV, paper 3 (taxation and estate duty). 

Copies of the Guide are obtaimable free of charge 
from the Secretary of the Scottish knstitute at 27 Queen 
Street, Edinburgh 2, or any local secretary. 


DOUBLE TAXATION: JAMAICA 
An order in Council relating to the double taxation 
agreement with Jamaica was made on August згд, 
and has now been published as Statutory Instrument 
1965 No. 1537. 
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New Legislation 


The date indicates when an Act received the Royal Assent 


Chapter 25: Finance Act, 1965 


An Act to grant certain duties, to alter other duties, and 
to amend the law relating to the national debt and the 
public revenue, and to make further provision in 
connection with finance. 
Price 16s net. . August 5th, 1965. 
Chapter 26: Criminal Justice Act, 1965 . 

An Act to make as regards England and Wales further 
provision for the continuation of criminal trials not- 
withstanding the death or discharge of a juror. 

Price 3d net. August: 5th, 1965. 


Chapter 27: Lost Property (Scotland) Act, 1965 
Ап Act to extend the application of section 412 of the 
Burgh Police (Scotland) Act, 1892, to landward areas of 
counties in Scotland and to provide for the sale or 
disposal of lost anid'unclaimed perishable articles. 
Price 3d met. ~ August 5th, 1965. 
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Chapter 28: Justices of the Peace Act, 1965 
An Act to amend section 20 of the Justices of the Peace 
Act, 1949, and for connected purposes. 
Price jd net. August 5th, 196. 54 


Chapter 29: Solicitors (Scotland) Act, 1965 
An Act to amend the law relating to solicitors in 


Scotland, and for purposes connected therewith. 
Price 6d net. August 5th, 1965. 


Chapter 30: Highways (Amendment) Act, 1965 
Ап Act to amend the procedure for enforcing the duty 
imposed on highway authorities and other persons by 
section 129 of the Highways Act, 1959. 

Price 3d net. August 5th, 1965. 


Chapter 3a: Administration of Estates (Small 
Payments) Act, 1965 

An Act to provide for increasing the limits in enact- 
ments and instruments which allow property to be 
disposed of on death without probate or other proof of 
title, or in pursuance of a nomination made by th” 
deceased; to extend certain of the said enactmerits 
relating to an intestate’s property to casea where the 
deceased leaves a will; and for connected purposes.. 
Price 1s за net. August 5th, 1965. 
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Compiled by Kenneth Trickett, F.C.A. 
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CLUES ACROSS 
т. Be taken over as a means of conserving foreign currency 


. holdings (8, 7). 
8. Verify small company with northern business house (ne 
10. Stamping process causing plant to become obsolete 
XI. Statistically unsymmetrical, some weeks back (4). 
12. What the least alteration could be, owing to laches, 


perhaps (5). 
13. Kinds of 28 yielding only a slight return (4). 


Ич 


16. & 14. down. Contracts of hypothecation with base 
railway unions (8, 5). 

17. Resist being supplied in return to the limit (6). 

20. Monetary 28 provided for in U.S. code (6). 

22. Vouchers I respect when put in order (8). 

25. 'The exchequer fellow is about (4). 

26. One more than 5 take the alternative as an exact copy” 


a7. Monetary 28 in various types of system (4). 
30. Уу 7 takes directions; property is transferred to 
7 
31. For six, as for a conditional clause (7). 
32. Limited group act by arrangement to manufacture a 
machine (7, 8). 


CLUES DOWN 


1. Without a hundred can make liable to duty (9). 
2. Agreement forwarded after study (7). 
3. One enters since gi discount on foreign bills (4). 
4. 2 written compactly disregarding the Jaw (6). 
t Probably e for the purpose of 32 (4). 
is Acquire or sell (7). 
7. Creditors’ rights indicated by broken lines (5). 
9. Showing development to become due (6). 
14. See 16. 
I5. Preference share to submit for consideration (s). 
18. Refusal to accept plate on our joining (9). 
19. Keep back as a set-off: 29a ? (6). 
21. Sign and act oddly in addition (7). 
23. m of reconciliation at the front of the TUR 
-4 
24. Revocation may involve ringing again (6). 
25. Auditor may discover this when French currency 
shortly goes to his head (5). 
28. One division of stock (4). 
29. Scots exchange coupon on leaving (4). 


The solution will be peblished in next week's issue. 
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А New ‘Bradshaw’ 


CO} 2MIC forecasts may not grace the pages of the popular 
Es and weekday Press as do some other astrological 
pred ctions, but the cynic may well feel that these so-called 
sciences ћете a lot in common. Mr MACMILLAN, when Chancellor, 
commented that trying to make economic predictions to determine 
budgetary -olicy was like looking up trains in last year's Bradshaw. 
Since th=n considerable effort has been made to improve both 
the quanti and quality of British economic statistics and, in 
particular, 2o reduce the time-lag between the collection and pub- 
lication of the data. The scale of current economic and econometric 
research sponsored by the Government is nowadays quite remark- 
able. An erticle in the recent August issue of the Treasury’s 
publication, Economic Trends, gives an account of the wide variety 
of statistical and econometric research studies in hand, either 
within the Government departments or the economics faculties of 
several unzrersities, These range from an examination of the 
short- and long-term relationships between consumption and 
imports, th= time lag between industrial fluctuations and imports, 
to an asseseuent of the factors determining the potential reservoir 
of female lour. | 
Certainly it is all to the good that Governments recognize that 
economic a-d social policy should be evolved upon the basis of 
observed fa-ts. The Treasury has at least passed beyond the stage 
of the early economic Surveys when it apparently believed that the 
plan had merely to be outlined in a White Paper for it to Бе 
fulfilled. Or. in the light of N.E.D.C.'s earlier experience, is even 
that belief together true? j 
Reading through this welter of research projects, it is tempting 
to suggest j:st one more. It is that the Treasury should set up 
another research unit to carry out a piece of cost-benefit analysis 


` to ascertain 10 what extent this absorption of scarce resources, in 


the form of zconomists and statisticians into the public service, is 
for the general good. It may be unkind to remark that the flood 
of econome ic analyses during the past eight years has done 
nothing to help avoid balance of payments crises or to slacken the 
pace of the inflation. Perhaps all this research is needed before 
there can bean economy which can be fully planned and directed, 
but it will certainly have little in common. with the free ‘mixed’ 
economy which exists at the moment. 

Is it not possible that a better allocation of research resources 
would be achieved merely by ascertaining the logic of ‘squeezing’ 
the economy to increase labour mobility and then using the wel- 
fare services D subsidize the retention of under-employed labour? 
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Pre-Budget Assets – І 


N the capital gains tax was promised 
nearly a year ago the CHANCELLOR 
made it clear that the element of gain 


accruing prior to April 6th, 1955, would not be 
taxed. The provisions designed to give effect to 
this undertaking are contained :n Part II (that is 
paragraphs 22-31) of Schedule 6 to the Finance 
Act, 1965, which is headed 'Assets held on April 
6th, 1965’ and which modifies the general 
provisions of Part I for the computation of thz 
chargeable gain. Part II is inrposed by section 
22 (10) of the Act which directs that every раја 
accruing after April 6th, 1965, shall be а сћатр=- 
able gain but subject to the provisions of Part II 
of Schedule 6. | 

The general rule is contained in paragraph 24 
(2) of Schedule 6. It directs that on the disposal 
of assets by a person whose period of ownership 
began before April 6th, 1965: 

‘only so much of any gain accruing on the disposal 

as is rae! this paragraph to be apportioned to the 

period beginning with April 6th, 1965, shall be a 

· chargeable gain’. 
There are many exceptions to this general rule 
but it is logical first to examine the provisions :n 
paragraph 24 for the manner in which the appor- 
tionment under paragraph 24 2) is to be carried 
out. Paragraph 24 (3) deals with the simplest case 
and directs that the gain is to be assumed to have 
‘grown’ at a uniform rate from nothing at the 
beginning of the period of ownership to its full 
amount at the time of the disposal. 

If the time from the beginning of the ownership 
to April sth, 1965, is P, and the time from then 
to the time of disposal is Т, then the fraction of 





the gain which is chargeable is P Tr However, 
P is not to exceed twenty years, for paragraph 
24 (6) directs that the period over which a gain 
is treated as growing is not to begin earlier ап 
April 6th, 1945. So if a taxpayer bought an asset 
cheap in the hungry thirties, he will have to pay 
tax on some of the growth wkich occurred before 
April 6th, 1965, subject, however, to the general 
right to elect to adopt the market value as at 
April 6th, 1965, as the cost (рагаргарћ 25). 

A disposal to one’s spouse :s in normal circum- 


stences treated as though it produced neither gain 
ncr loss (Schedule 7, paragraph 20 (1)). Where X. 
disposes of an asset to Mrs X., and paragraph 20 
(11) has been applied, then on a subsequent dis- 
pcsal by Mrs X. (not being within paragraph 20 
(11) she is deemed to have acquired the asset when 
X. acquired it. (Schedule 6, paragraph 30.) 

It will be recalled that the general provisions 
in Part I of Schedule 6 for computing gains 
includes paragraph 4 (1) (b) which permits the 
deduction of expenditure wholly and exclusively 
incurred on the asset for the purpose of enhancing 
itz value. Presumably Mrs X. in the example cited 
above would be given credit for enhancement 
expenditure incurred by X., although there is no 
specifiic provision to this effect. Now if the para- 
g-aph 4 (1) (b) expenditure has a substantial effect 
оз the ultimate disposal proceeds, and if that- 
expenditure was incurred long after the period of 
ownership began, then there is a theoretical 
a-gument for saying that the straight line appor- 
tonment imposed by paragraph 24 (3) is too 
generous to the taxpayer; hence the complicated 
provisions of paragraph 24 (4). 


Example (paragraph 24 (4) of Schedule 6) 
X. bought an asset on April 6th, 1946, for 
j,2,500. On the following subsequent dates he 
incurred the following further enhancement ex- 
penditure within paragraph 4 () (b): 


1. Арг] 6th, 1951 £500 
2. April 6th, 1956 1,000 
-3. April 6th, 1961 1,500 
4. October 6th, 1965 2,000 


On April 6th, 1966, he sold deu asset for £14,000 
and incurred {£500 incidental expenses within 
paragraph 4 (1) (c) of Schedule 6. 
The gain on the principles of Part I of Schedule 
5 was as follows: 
Gross consideration for sale .. 
Original oe poen 4(1)(2)) £2,500 
Enhancement expenditure (para- 
graph 4 (x) (B) /(500-- 
1,000 +1,500-- 2,000) 
Total cost : 
Sale expenses (paragraph 4 (1) (2)) 


Gain... zs E pi £6,000 


£14,000 


. 52000 


7,500 
500 





е 
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Paragraph 24 (4) (a) (b) directs that this total gain 
of £6,000 is first to be apportioned over the five 
items of expenditure making up the total co-: of 
£7,500 in proportion to their five respec-ive 
DS and it calls them 'E (o), E (1), E (2), 

Е (3) and Е (4). The £6,000 is thus split as 
follows: 














2,500 
E (o) £6,000 X 255 2 000 
Е (1) Хбооох 327. -joo 
1,000 
E (2) £6,000 x ——— eg 300 
E (3) £6, кх. ue 1.200 
Е (4) £6,000 x = Sp 1,200 
Total gain .. K6,-o0 


Paragraph 24 (4) (c) then directs that the arith- 
metical time basis apportionment under para- 
graph 24 (3) is to be applied separately to ezzh 
of the five ingredients in the total gain, E (ој to 
E (4). Possibly the draftsman forgot that not all 
enhancement expenditure would necessarily је 
incurred before April 6th, 1965. However, -3e 

formula takes care of that. 
The length of time prior to April 6th, 1965, in 
each of the five cases is as follows: 
2 Үесгѕ 


P (from 1946) .. m T .. IC 


P (1) (from 1951) .. vs E .. 14 
Р (2) (Кош 1956) .. T bs "E ~ 
Р (3) (from 1961) .. si E ses d 


P (4) (from October 1965) 


Paragraph 24 (4) then lays down that «је 
fraction of the total £6,000 gain which is to зе 
the chargeable gain is given by the formula 


T T 
Bear Uu Fr PETTE 
T 
врет tE OET 


T, in the present example, is the one yez- 
from April 1965 to April 1966. 
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The computation is tkus as follows: К 
Е (о) FET RTI = 100 
IR £400 Ox = 27 
EG parr f800x = 8o 
E (3) PONTO cr = че 
Е(4) Ројт КОХ IT = 1,600 
Chargeable gain .. £2047 


Despite all its complications, paragraph 24 (4) 
is quite arbitrary and may xot in fact even approxi- 
mate to fairness. It might well be that the actual 
contribution to the total proceeds made by the 
various enhancements wes negligible, and that 
the real gain comes from the original purchase. 
Paragraph 24 (5) makes a somewhat grudging 


admission of this fact. It applies where: 


(i) there is no expenditure under paragraph 
4 (1) (a); or 

(ii) the paragraph 4 (1) (a) expenditure is 
(compared with any item of paragraph 
4 (1) (b) expenditure) disproportionately 
small having regard to the value of the asset 
immediately before the subsequent item 
was incurred. 


If either of these conditions is satisfied, then one 

may find out the part of the gain which is not 

attributable to the enhancement of value due to 

any item of paragraph 4 (1) (b) expenditure. That 

part of the gain (when found and agreed with the 

Inspector) can then: | 
‘be deemed to be attributed to expenditure incurred 
at the g of the period of ownership and 
allowable under paragraph 4 (1) (а), and the part 
or parts of the attributable to expenditure 
lacu paragraph 4 (1) (5) saali be reduced accord- 
ingly’. 


In other words, the complicated formula under 
paragraph 24 (4) is to be adjusted by computing; 
from the total gain, a notional amount of expendi- 
ture notionally incurred under paragraph 4 (1) (a) 
and reducing the paragraph 4 (1) (6) expenditures 
by the same amount. A gain is thus thrown 
further back in time. 


(To be contirued.) 


Profit — ability 


by W. E. SPRUCE, F.C.A. 


invite a chorous of derisory laughte- 
from those engaged in Britain's business 
who have not sought the latent truth within the 
word 'profit'. They may even regard such an 
assertion as an apostasy of accounting principles. 
This is understandable if one remembers that, 
with few exceptions, the business man of toda 
is still grounded in the faith that maximization 
of profit is ‘good business’. Even in these mid- 
twentieth-century days he finds it too comforting 
to stray very far from the mid-nineteenth- 
century idea that 
*through the wise and beneficent arrangement cf 
Providence men do the greatest service to tbe 
public, when they are thinking of nothing brut 
their own gain’. (From Easy Lessons in Money 
Matters for the Use of Young People, published by 
the S.P.C.K., 1850). | 
On this, John Maynard Keynes, in his tracz, 
Monetary Reform, 1923, commented, ‘God and 
Mammon were reconciled. Peace on earth to 
men of good means’. 


; T: assert that profit is a cost will probablv 


Purpose of Business 


Business is not wholly a matter of ‘money’, 
nor is it solely a means of making money. It is 
essentially a matter of economics — an expressian 
of the meeting of demand by supply ~ and as such, 
affects the economy of every individual concerned, 
whether they be producers, distributors, or 
consumers of economic goods or services. 

The earning of a profit — the profit motive — 
is undoubtedly the driving force behind all 
commercial activity, but the gold of human 
enterprise has become so debased that todzy 
it looks more like the tinsel of a mere corporeal 
desire for personal financial gain. Business mzy 
be a means of earning a profit measured in terms 
of money, but the money is only there as a means 
of exchanging goods for goods, at their current 
economic value. (Services are also included but 
omitted here for brevity.) 

Let the business man, preoccupied in ‘thinking 
of nothing but his own gain’, think back to the 
days when some remote ancestor of his went out 
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inz the forest to kill a bear to produce a winter 
cozt for his mate. That simple act of domestic 
eccnomy conforms to the basic economic require- 
mnt motivating every business activity: the 
meeting of demand by supply. Fundamentally, 
thz effort to supply the garment was the direct 
result of an ‘idea’ that his mate required such a 
garment. Thus the initial cause of his effort in 
sacisfying a demand or need was ‘intellectual’, 
ard this same cause is behind every economic 
efort in business. 

Furthermore, this remote ancestor no doubt 
ergaged in his act of supplying his mate’s require- 
mant thinking he would be contributing to her 
comfort thereby, and that she would ‘profit’ in 
tbe wearing of the garment. It is to be hoped 
thet, as the consumer, she appropriately rewarded 


у 


hez mate for that extra value added to the garment, 


b> possession for her own use. Therein lies the 
essence of what we mean, or should mean, by 
profit - with no money values to confuse the 
issue. | 
Function of Money 

‘Today, some two thousand million individuals 
aic continually involved in basically similar 
trensactions as producers, distributors or con- 
sumers and, to facilitate the multifarious ex- 
changes arising therefrom, money has been 
irzented and is accepted as the orthodox means 
o^ exchange and measurement of value and 
therefore of economic cost. Consequently, as 
money is the orthodox means of measuring 
economic values, so it must be the orthodox 
means of measuring profit. In Britain, however, 
th» fact that the costs involved in the measure- 
ment are recorded as the actual economic values 
(prices paid) at the time they are incurred, is 
ignored as of no consequence; whereas the true 
economic values of the costs entering into the 
ne»asurement can only be measured at the prices 
o-taining at the time the profit is realized (i.e. 
wen the consumer takes possession of the goods 
ос services for use). 

Consider the case of an aircraft built in 
Eritain and prepared for delivery to a customer 
окегзеав. Do the economic values of costs 
inzurred throughout the period from inception 
ta delivery remain stable? Yet they are recorded 
az having remained stable. In Science in Industry 
(Carter and Williams, O.U.P. 1959), it is stated in 
«зе chapter on ‘Some Money Matters’: 

“The other danger is to be bewitched by the 
apparent precision of accounting figures, and to 
forget the assumptions on which they are based.’ 


The business man of today is certainly becom- 


~ 
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ing more aware of the economic effects of the 
economic action expressed in his busiress 
activities, on his own business, on those who work 
with him and on the community in general, zut 
even so, he continues to measure his success: by 
his financial gain, or profit measured or a 
financial basis. 

Competitors in the last Olympics won tkeir 
medals on immutable dead reckonings of time or 
distance. Are our business men content to alow 
their gains to continue to be measured by а taze- 
measure marked off in invariable £ s d symbols 
representing economic values which vary fram 
day to day? All the evidence points to a majomty 
being complacently content to continue to me 
out-of-date measurements. They may grum-le 
that the prices they have to pay for this year’s 


. goods are higher than those they paid the previcas 


year, and they may even increase their stocxs 
beyond current requirements before prices жо 
up still further, thus exacerbating the inflationz-y 
trend. 

They fail to realize that their profits cre 
measured as though the economic value of zll 
their costs had remained the same as the рпезв 
actually paid when they were incurred. They 
may, perhaps, console themselves by sayr:g 
that everyone is in the same boat, so why worry? 
In so far as the average statistic of the purchasi-g 
power of money is true, that may be so, but if 
the price of flour goes up 5 per cent and the prize 
of steel 20 per cent, can the baker and the user of 


` gteel be said to be in the same boat? 


Profits – а Cost 


In a dynamic and flexible economy capable =f 
immediate adjustment to changing conditiors, 
prices never remain stable and profits are just 
as much a cost as all the other constituent coss 
included in the price. The only difference is that 
the consumer pays for the cost of having goocs 
or services made available for his beneficial 
use. The making of this availability of finished 
goods for consumers' use by the producer ard 
the risk involved in there being consume-s 
wiling and able to buy the goods, represer: 
the final cost included in the price paid by tke 
consumer. This may not be recorded in tke 
producer's financial records but it is, none the les-, 
а cost recognized and paid for by the consume- 
It is something over and above the cost of th= 
producer's managerial services and it is essentiz. 
that it should be recouped by him if his invest 
ment in the business is to be maintained cr 
expanded. 
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This is very different from the idea of engaging: 
in business for the ultimate purpose of maxi- 
mization of profit, which 1s equivalent to saying 
that business men think of *nothing but their own. 
gain' as in the nineteenth century. Business men 
are themselves consumers of other people's 
goods and, by realizing that profit is a cost paid 
by the consumer, they could in this mid- 
twentieth century earn a true economic profit as 
distinct from making a maximized monetary 


True profit depends ma_nly on four ‘abilities’: 
(1) ability of the producer (distributors are to be 
understood as included but omitted here for 
brevity) to produce goods in the quality style 
and finish dy the consumers (or 
likely to be required in the case of new or 
improved products); 

(2) ability of the producer to assess as near as 
possible consumers’ requirements and the 
extent of those requirements (failure in this 
ability leads to nde or over-production of 
goods required or not required by consumers 
and frequently leads tc uneconomic boosts or 
advertising to promote artificial sales of surplus 
production); 

(3) abili sed of the producer to have the goods 

available, on time, for delivery to 
consumers, and to properly inform consumers 
of their availability ђу“ salesmanship ог 
advertising; 

(4) ability of the consumer te pay, in addition to the 
cost to the producer of the first three abilities, 
an additional cost (profit) representing the 
value agreed by the consumer of having the 
goods made available їо: his own use. 


Essence of ‘Good Business? 


Consumer satisfaction should be the ultimate 
aim of all good business, and if the producer 
seeks to maximize his profit beyond this optimum, 
he is jeopardizing the efficiency of his own three 
abilities. 

The essence of ‘good business’ is not ability 
to make money, but an abili-y to assess consumer 
demands and satisfy those demands in time for 
consumer requirements. ‘The efficient use of this 
ability will inevitably reap the reward of profit 
which the consumer, if he really needs the goods, 
will always be willing to pay for having them 
made available to his satisfaction for his own 
use. This is true economic profit and should be 
measured as ‘true’ profit. 

Profit and loss accounts im Britain continue to 
represent profit as a differerce between the total 
income earned during the accounting period 
(usually twelve months) measured by the prices 
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paid , or agreed to be paid by consumers at the 


time thé goods are handed over, and the total 


cost of earning that income (exercising the first 
three abilities enumerated above) measured in 
the monetary terms of the economic values 
(prices paid) obtaining at the time the costs were 
incurred. 


· Profit’s Incompatibles 
Thus, in a period of rising prices the profits 
recorded on a basis of money costs paid during 
an accounting period inevitably include two in- 
compatibles, indelibly and indiscriminately welded 
together: the true economic profit earned, and a 
gratuitous financial gain arising solely from the 
practice of charging against income the actual 
prices paid for the costs prior to the actual 
realization of the profit. The resultant profit 
figure could only represent the ‘true’ profit if 
all the prices involved in the measurement of the 
costs had remained stable throughout the whole 
period and this, in a live economy, is not possible. 

Attempts are made to obviate this deplorable 
result by the use of standard costs (using standard 
prices throughout the period), but this methcd 
can only yield a 'standard' profit because the 
‘standard’ costs are not the real costs or prices 
obtaining at the time the income for which they 
were incurred was finally realized. A small 
minority, realizing the distortion of profit figures 
due to price fluctuations, have adopted what is 
known as the ‘Last in, first out’ (1180) method 
of charging out their costs. That is to say, they 
charge out the latest price paid rather than an 
earlier and probably lower price, although this 
may not be the price actually paid for the cost 
charged. This method yields an approximately 
true profit figure, but it leaves the stocks re- 
maining on the balance sheet valued at an un- 
realistically low figure with no financial provision 
having been made for the higher cost of their 
replacement. Some major concerns do recognize 
the need for financial provision being made for 
the increased cost of replacement and show such a 
provision on their balance sheets, but this is 
usually arrived at arbitrarily and with no true 
measurement of the actual need. 

There seems to be an inbred fear in the 
majority of business men's minds of moving away 
from what has actually been paid, or agreed to be 
paid, when recording costs. The idea of sub- 
stituting economic values which may vary from 
day to day for prices actually paid, although the 
difference between the two can be efficiently 
taken care of in a ‘price fluctuations’ account, 
seems strange to them and not to be trusted. 
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One can hear the voice of the northern in- 
dustrialist saying, ‘It’s brass, lad, that counts; 
never heed your fancy economics’. And yet, 
both the Inland Revenue and professional 
accountants have accepted that, when measuring 
stocks at the year-end, if the market value 
(economic value) at that time is lower than the 
actual price paid, that value may be substituted 
for the actual price paid. But, if the market 
(economic) value is higher than the actual price 
pad, it must not be substituted. 

Thus, having accepted the principle of re- 
plecement cost in the matter of stocks, the 
anomaly is created immediately of restricting 
such acceptance to movement in one direction 
only. One would have thought that business men 
had much more to fear from such one-sided 
recording, than accepting the principle of 
redlacement cost in its entirety. Especially when 
it has been demonstrated that the replacement 
costs can be properly tied to the actual prices 
paid and that perfect balance of accounting 
records which is essential to 'good business' 
retained, with the added advantage of a true 
measurement of true profit being achieved. 

Quite apart from the valuation of stocks, with 
tke onset of automation it is surprising to find 
businesses still content to charge depreciation on 
tke old arbitrary rule-of-thumb methods and 
accept them as an adequate representation of 
tke true cost of using machinery. Indeed, there 
are still businesses today who charge depreciation 
at some figure which bears no relation to the cost 
о -employing machinery, but is dependent on 
what they can afford out of their surplus. 
Depreciation arises mainly from the usage of 
machinery, and with an increasing inclusion of 
automated machinery scientifically deployed to 
replace manual labour, the cost of its use should 
be scientifically measured on a basis of actual 
use at actual current prices — not some arbitrary 
ene-tenth or whatever it may be of the original 
price paid for the machine. 


True Way of Measuring Profit 

The only true way of measuring profit is by 
measuring the difference between the income 
earned and the true cost of earning that income, 
measured in monetary terms of the economic 
values of those costs obtaining at the time the 
income is realized. In other words, on the basis of 
replacement value at that time. It can be done, 
end is being done successfully in Europe at the 
present time. 

One has only to look at the annual report of 
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one of the major concerns on the Continent to 
see the principles of valuation and calculating 
profit clearly set out as based on replacement 
values, with money cost fluctuations (up or down) 
placed to a revaluation account. Compare this 
with the annual report of a major concern in 
Britain, where it is stated that stocks have been 
valued at cost (presumably meaning at prizes 
paid some time prior to thé date of the balance 
sheet), and the normal depreciation charge has 
been based on actual cost (again, presumably, the 
actual price paid for the asset when it was Боце), 
to which has been added a further amount aet 
aside towards the increased cost of replacemeat. 
Even this further amount is included in an 
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omnibus depreciation charge and there is no 
indication that it has been scientifically calculated 
on a replacement value basis. 

If de Gaulle had failed to utter his famous 
non, and Britain was now a member of the 
Common Market, Britain’s business men, still 
clinging to their historical cost measurements, 
would find themselves competing in a market 
where their competitors were already accustomed 
to recognizing economic reality in their cost 
measurements by the use of current economic 
cost values (replacement zost) and the accumu- 
lating of the difference between these and the 
historical financial costs in a 'Revaluation of 
financial costs' account. 


Valuation of Shares in Private Companies 
by M. J. GR3ENER, B.A., A.C.A. 


T has often been said, usually quite sensibiy, 

that in order to value a share in a company it 

is important to know the purpose for which the 
valuation is required. What is not so often 
appreciated is that in the case of a small ‘family’ 
company the person by whom the valuation is 
required might be of equal, if not greater, 
importance. 

The articles of private companies frequently 
provide that if a member wishes to dispose of his 
shares or any part thereof they must in the first 
place be tendered to other members of the 
company at a value to be fixed by an independeat 
valuer. These members would have a right to 
purchase in proportion to their existing holdings. 
The value of obtaining additional shares in h's 
company may be greater to one member than to 
another ; the obvious example being where it gives 
him a controlling interest. 

Again, where one member is drawing a salary 
incommensurate with his value to the company, 
the sale of his interest may be reflected in a muca 


greater value of the shares (due to the effect ол . 


profits of his retirement) than the sale of the shares 
of the person with a very minor interest in th2 
company either as a member or as an employes 
(ignoring for a moment the fact that the ‘minor’ 
sale might give a controlling interest to someon? 
else). In other words, there can be no value of the 
shares of a private company for even one purpose — 
where this purpose is the disposal by sale of the 
shares of a particular member. The accountant 
asked to make a valuation of shares must, in fact, 
ask by whom and to whom the sale is to be made. 


Basic Principles 
Take the example of a private company with 


.three equal shareholders: 
X. Y. Z. 
200 200 200 


Suppose X. wishes to dispose of his shares; if 
Y. and Z. purchase one hundred each, then the 
relationship between them does not change. If, 
however, Y. cannot afford to buy and Z. takes all, 
he then obtains a controlling interest. He should 
therefore be prepared to pay proportionately 
more than when he obtains an equal portion with 
Y., for he is in effect obtairing more than a mere 
100 per cent increase in share of profit – he is now 
іп a position to dictate ролсу, though how this 
advantage could be measured cash-wise is 


difficult to say. 
Suppose the initial distribution was: 
X. Y. Z. 


100 200 300 


If X. sells, then again the value of the shares to 
Z. is greater than to Y., though perhaps this point 
is arguable inasmuch as Y. may value the acquisi- 
tion of a half interest as much as Z. may covet a 
controlling interest. Should, however, X. onl 
sell fifty shares, then obviously these should be of 
greater value їо Z. than to Y. They would give Z. 
control but would not noticeably affect Y.’s 
position vis-à-vis the other two. 

This all sounds very rebulous but justice 
demands that if, say, in the last case mentioned, 
X. sells fifty shares, then in setting a value on 
them the valuer should диже one price for Y. 
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and another for Z., for were the matter an open 
market transaction, Z. would obviously offer more 
than Y. 


Difficulties of Valuation 

Generally speaking, in valuing shares one 
should take the value of the net assets of the 
business — being the price they would fetch sold 
piecemeal or as a going concern (whichever be 
higher), deduct loans and divide the remainder 
equally among the shareholders (assuming all are 
ordinary shareholders). This would give the value 
of one share. In valuing the business as a going 
concern it is easier, and- generally better, to 
discount back the expected super profits (or 
alternatively discover what sum invested now 
would produce an income equal to the super 
profits). Super profits are, of course, the profit 
shown on a revised profit and loss account where, 
inter alia, actual management expenses are 
reassessed on the basis of whet is a fair charge 
for managing the business. 

Now is it reasonable to value shares on this 
basis in practice? The answer must be ‘No’, for 
the price depends upon the person for whom the 
valuation is made. The only inszance where such а 
valuation as described in the previous paragraph 
is valid is where the member who wishes to 
purchase the shares would obtain such a control- 
ling interest that it would (pace the articles) give 
him power to wind up the company. In any other 
case, i.e. where the business is to continue, the 
value of the shares can only be judged on the 
actual super profits being made and the way they 
would be affected by, say, the retirement of the 
selling member and the redistribution of his 
shares — or the acquisition by the buying member 
of additional powers. 


Practical Example 


Perhaps an illustration may clear the air 
sufficiently for the argument to become apparent, 
though before continuing it is wise to point out 
that when valuing a share it is the value to the 
buyer that counts, not the theoretical value to the 
seller, which (except in the сазе of valuations for 
estate duty, with which we are not here con- 
cerned) in fact is a quantity of no significance 
unless the company is dissolved. Take the simple 
profit and loss account shown in the next column. 

Suppose X., Y. and Z. are three of five share- 
holders. X. and Y. are working directors and the 
share capital is £2,500. The first thing they do is 
to obtain a maximum value ‘which would arise 
where the purchaser obtained full powers of 
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Di-ectors' salaries: £ £ 
d Gross profits 5,530 














x. .. £3,000 
Y. 2,000 
7. ~ 150 
5,150 
Lean interest тдо 
Ax dit fees .. - 50 
5,380 
Net profit before tax — 150 
£51530 £5,530 


w-nding up the company). In doing this it would 
be necessary to begin by adding back the various 
expenses which a prospective independent pur- 
ckaser of the business would not incur. Suppose 
ome manager at £1,600 could be substituted for 
X. and Y., loan interest could be eliminated and 
other expenses of, say, £120 avoided. This would 
ircrease super profits to £4,000. If the purchaser 
required a 10 per cent return, then the business 
may be valued at £40,000. This would give a 
value per share of £16. 

Suppose that no one member has a controlling 
interest. Now if any member wishes to sell in part 
oz whole how should a valuation be made? In the 
farst place if the sale would give the purchaser full 
control, then he should pay the full £16. In other 
cases different principles apply. 

Suppose X. retires and sells to other members 
ia such a way that no member is in a position to 
force a dissolution. From what has been assumed 
Беѓоге, it would be unnecessary to pay £3,000 
рег annum for a replacement — assuming Y. to be 
incapable of taking over the little work that X. 
cid. Suppose that an assistant manager were 
eppointed at £1,000, expenses dropped by £50, 
end loan charges ceased; the super profits now 
ere £2,380. This gives a value for X.’s shares of 
7,952 against £16. | 

If Y. retires, the same type of calculation 
zpplies. Suppose X. cannot take over Y.'s work, 
X may be necessary to employ a manager at 
„1,600. Assuming expenses to fall by £90, then 
the super profits become £640, giving the value of 
T's shares at / 2:56. 

Lastly, should 2. retire, super profits will 
increase to £300, giving a value of {1-2 for Z.'s 
shares – considerably lower than the £16 origin- 
ally suggested. 

In any other instance, Le. where X., Y. or Z. 
sell in part and where salaries, expenses, etc., are 
unaffected, or where an ‘outside’ member sells ~ 
zhen assuming no change occurs in the control of - 


"ће company, the value of the shares must be 
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based on the profit of £150, i.e. the value of a 
particular share is no more than £-6. 

. The principles involved will apply equally їз 
‚ the sale of shares to third parties, i.e. were О. & 
Co to buy, say, one share they would pay no 
more than £-6. On the other hand, were they to 
acquire by, say, a take-over bid sufficient shares 
to give a full controlling interest, a fair price 
would probably be in the region of £16. 


Conclusion 

These are, of course, only very general prin- 
ciples. There are many variations of possibilities 

For instance, Z. and the ‘outside’ members may 
band together and any small acquisition from X. 
‘and Y. could give not necessarily full control witk 
power to liquidate, but sufficient control to force 
out X. and Y. from their working posts, and 
'appoint in their stead less expensive and probably 
more efficient men. This could give a quite 
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different price for the shares sold than any so far 
mentioned. ЈЕ is, however, obviously difficult for 
an independent valuer to take such possibilities 
into account, but the very fact that, say, X. or Y. 
is selling sufficient shares to make his position 
dependent on the whim of what was previously a 
minority, must influence the price. For the price 
Z. and his friends are to pay depends ultimately 
on the power they acquire to increase their share 
of the profits. Or perhaps it is wiser to say that the 
price at which Y. should sell must be influenced by 
the weakening of his position with respect to the 
other members. 

The ideas here put forward may sound complex 
and the calculations involved may be extremely 
difficult, nevertheless assurning the premises are 
accepted, such calculations must surely be 
necessary (and may lead to material differences 
in prices) if any fair valuation of this type of share 
is to be made. 





. Weekly Notes 


INSTITUTE'S SPECIAL MEETING 


ч+- A SPECIAL meeting of members of The Institute 

of Chartered Accountants in England and Wales 
will be held at 10.30 a.m. on Thursday, September 
23rd, in the Assembly Hall of Church House, 
Westminster, London SW1. The meeting is for the 
purpose of considering and, if thought fit, passing 
resolutions 10 amend the Supplemental Royal 
Charter of 1948 and the by-laws for the following 
principal purposes: 

(a) to increase annual subscriptions and the ad- 
mission fee; 

(b) to implement the Council's proposals relating to 
a change in the designation of incorporated 
accountant members; 

(c) to introduce the penalty of suspension of registra- 
tion of articles in the case of an articled clerk 
where it is desired to impose a penalty more 
severe than reprimand but less severe than a 
declaration of unfitness to become а member, 
and in a number of other respects to revise the 

. provisions relating to the discipline of members 
\ and articled clerks; 

(d) to introduce the new office of Deputy-President 
of the Institute to ease the burden of work now 
falling on the President and Vice-President; 

(е) to increase the size of the Council to sixty 
elected members and, in addition, to make 


provision for not more than six co-opted members 
to serve on the Council; and 
(f) to provide for a greater latitude in the granting of 
a reduction in the period of service under articles. 
The notice convening the meeting and detailing 
the resolutions was circulated to members last week 
under cover of a letter from the President. In the 
course of his letter, the President commented that 
much as the Council and the President of the day 
disliked proposing increases in the annual subscrip- 
tion and admission fee, the present period was one of 
rapid change in the technical aspects of the account- 
ant’s work, and new projects and desirable develop- 
ments ‘are constantly before us’; many of these have 
to be pursued and it was right and proper that the 
Institute should take the lead in their introduction. 
He added that the present subscription levels were 
estimated to produce an increase in revenue of 4:8 
per cent per annum but at the same time expenditure 
was expected to rise by 12:9 per cent per annum. 
The President stated that 3-7 per cent of this rise 


-would be accounted for by a very big increase in 


expenditure on public relations at home and overseas 
and this was largely due to a change of policy. It 
was intended to expend on advertising and the pro- 
vision of a public relations officer a sum in the region 
of £40,000 per annum. The main objects of the 
scheme would be to attract to the profession entrants 
of a higher standard and to enhance the public 
knowledge of members’ activities in all fields. The 
President also stated that a further rise in expenditure 
would be incurred by the additional cost relating to 
district societies both in connection with administra- 
tive costs at the Institute and the amounts which the 
district societies spend in promoting the interests of 
the profession in their particular areas. 
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THE ASSOCIATION'S EXAMINATION 
RESULTS 


HERE were 5,209 candidates for the Tune 1965 
examinations of Тће Association of Certified 

and Corporate Accountants, of whom 2,322 (44:5 
cent) were successful. 

In Section II of the Final there were 535 candidates 
of whom 232 (43:4 per cent) passed. The First Place 
and Prize was won by Mr А. P. Morgan, of Walsall, 
and Second Place was awarded jointly to Mr C. C. 
Davis, of Woldingham, and Mr A. G. Glass, of 
Gravesend. In Section I, a total of 1,065 candidates 
sat of whom 407 (38:2 per cent) were successful. The 
First Place was won by Mr K. Preece, of Tipton, 
Second Place by Mr Н. Т. Stanton, of London, and 
Third Place by Mr С. W. Abbot, of Kenilworth. 

In the Intermediate examination there were 
candidates for Section II, completing the old syllabus, 
of whom 136 (39:6 per cent) passed. A total of 1,065 
sat for Section II (new syllabus: of whom 529 (49:6 

cent) passed. The First Plac» and Prize was won 
by Mr . Gould, of Wednesbury; Second Place by 
Mr B. J. Sale, of London, and Third Place by Mr 
J. H. Walker, of Nuneaton. In Section I of the 
Intermediate (new syllabus) a total of 2,056 candidates 
sat, of whom 916 (44:5 per cent) passed. The First 
Place and Prize was won by Mr G. V. Carol, of 
Tunbridge Wells, Second Place by Mr R. C. Emmens, 
of London, and 'Third Place by Mr E. J. Spillard, 
also of London. 'T'wo out of ten candidates (20 per 
cent) completed Section I under the old syllabus. 

In the Preliminary examination there were 134 
candidates of whom 100 (75 per cent) passed. 

The names of the successful candidates in Sections 
I and II of the Final examination, together with a 
summary of the complete results, appear elsewhere 
in this issue. z 


‚ CORPORATE ASSETS AND PROFITS 


OST readers of this journal will be familiar 

with the quarterly analyses of company accounts 
prepared by the Statistics Division of the Board of 
Trade and reviewed here on their publication in the 
Board of Trade Journal. For the statistically-minded 
accountant and investor a new publication entitled 
Company Assets, Income and Finance in 1963 
(НМ.5.0. x4s 6d net) brings together the fruits of 
such research over the years 1961-63. : 

The voluminous and detailed statistics relate to over 
two thousand quoted companies, each of which had in 
1960 net assets of at least £4 million or an income of 
£50,000 or more. Among the interesting classifica- 
tions are tables ranking companies in order of size by 
reference to their net assets as well as to their average 
income during the period 1961-63. There are several 
summary tables which estimate the average annual 
income as a percentage of average gross assets over 
the three-year period under review. In addition, an 
attempt is made to determine the extent to which the 
аста of these companies has been financed by 
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means of retained profits or outside new money. Of 
th» total increase in net assets of nearly £3,200 
trillion, about half was financed out of new money. 

"There is an interesting reminder of the recent 
similar analyses prepared by The Times Review of 
Tadustry and Technology in that the reader is told that 
orly one in fifteen companies published their turnover 
in their annual accounts. Publication of this figure is 
cosely correlated with the size of the company; eight 
œt of ten of the largest companies disclosed this 
figure, as did thirty-one out of the ‘top’ fifty. There- 
after, the disclosure becomes less frequent as the size 
сї the company diminishes. 

At the end of 1963 the aggregate value of the net 
zzsets of these 2,027 companies was some {16,500 
rillion. An examination of the relative change in the 
size of net assets between 1961-63 reveals that the 
xost typical growth was in the range of то to 19 
per cent. But, since prices rose by about 2 to 3 per 
cent in each of these years, the real increase in many 
cases was negligible. A rise of то per cent represented ;- 
= nil increase in real assets and nearly one-third of all 
-he companies had under то per cent increase in their 
æt assets. In contrast, many property companies 
aaowed a doubling in the value of their net assets over 
е period. 


THE T.U.C. AND AUTOMATION 
que views of the Trades Union Congress on 
automation! are realistic and if they come to be 
zccepted by labour as a whole, should help in the 
long run to solve Britain's economic problemas. 
«is the T.U.C. points out, trade unions have special 
1esponsibilities for their members’ interests and these 
chiefly, but not solely, relate to employment, earnings 
and conditions of work. Technological change creates -¥ 
2roblems, as well as opportunities, and the T.U.C. is 
zoncerned to ensure that the problems are recognized 
and dealt with and that the opportunities are grasped. 
The main difficulty is to ensure that the probable 
results of technological changes should be identified 
as precisely as possible and well in advance; training 
achemes must be matched with the number and kind 
of jobs available, and long notice, severance pay, 
social security benefits, training ts and grants to 
"workers willing to move must all be used to protect 
"workers against the hardship caused by redundancy. 
A-welcome sign of forward thinking is the recognition 
that reductions in the number of working hours a 
week, or in working weeks a year, earlier retirement 
and other reductions in the proportion of a worker's 
life spent at work, should be progressively introduced 
not merely as defensive arrangements but as positive 
benefits of technological changes. They will result in 
a greater demand for recreational, educational and 
cultural pursuits and the educational system will have 
a vital role in this field as well as in catering for 
vocational needs. The booklet ends by pointing out 
that detailed safeguards for trade unionists in parti- 


1 Automation and Technological Change; Trade Union 
Congress, 1965. 
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cular workplaces are matters for individual trade 
unions to determine in the circumstances of each case, 
It lists, however, seven minimum safeguards which 


, trade union representatives should seek to secure. 


4 


THE SQUEEZE ON LENDING 


ЕС is now becoming available from the 
banks of the extent to which the squeeze ia 
affecting bank lending. In the four-week period to 
mid-August the apparent fall in total advances was 
impressive, at £61 million compared with an increase 
in the previous month of {100 million. Certair. 
adjustments must, however, be made to arrive at = 
true comparison. 

'The July figures include half-yearly interest charges 
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and were also inflated by cther seasonal factors; 
equally a substantial part of tae August fall was due 
to seasonal adjustments. When these factors have been 
allowed for, and adjustments made for changes in 
loans to nationalized industries, loans to the private 
sector of industry fell by about £14 million in August 
compared with a rise of about £35 million in July. 

Since the beginning of th» year advances have 
risen by an average of £6 million a month. The rate 
may now be expected to increzse because in the early 
stages of the squeeze bankers irevitably had to honour 
commitments entered into earlier. Moreover, demands 
on the banks are normally lower during the second 
part of the year. Whether the reduction can be con- 
tinued into the early months of 1966, however, still 
remains in doubt. 





This is My Life.. 
by An Indastrious Accountant 


CHAPTER 292 


HE chairman telephoned me to come to his office 

for a chat. He is showing his age now; his crisp 
white hair has thinned and he stoops noticeably, but 
his eyes are as bright as ever. He wanted to discuss the 
procedure for a director’s retirement for age reasons. 
My own private opinion is that the chairman 
hasn’t the faintest intention of retiring so long as he 
is able to stand on his feet, but he likes to examine 


“alternative possibilities well in advance. I told him 


about the seventy-year-old provision, and the need 
to have a properly phrased resolution on the agenda 
for the annual general meeting, and he nodded affably. 
He rather tends to easy acquiescence nowadays. He 
comes in about three days a week, not too early in 
the morning, and takes a long lunch-break. He asks 
questions and discusses matters amicably, but he 
doesn't argue; indeed, his co-directors take him 
rather short. His sands are beginning to run out at 
last. 

_ We've had our arguments over the years, it must 
be admitted, but he never objected to or resented a 
sharp disagreement. Delegation was his motto. He 
preached the desirability of giving his executives as 
free a hand as possible; it was just a coincidence that 
he never practised what he preached. Sometimes he 
liked to help to interview candidates for relatively 
junior jobs, to examine expense accounts minutely, or 
fix the credit ratings for his personal friends regard- 
less of logic. Outside in the store he was far worse. 
But he meant well, so we didn't mind. 

He asked me once to help him with a lecture for 
the local Rotary Club, and was very pleased when I 
rigged up some impressive graphs. The point was that 
the figures visible to the audience were prominent 


in thick multi-coloured poster-ink; in small pencil 
we had inserted numerous others visible only to the 
chairman at short range. Тћеу all congratulated him 
later on his phenomenal memcry for detailed statis- 
tics; he accepted their praises modestly. 'It's just a 
knack,’ ће murmured. 

The next day he suggested to me that I was working 
too hard. “Take an odd Wednesday afternoon off, my 
boy; go and play some golf,’ Le urged handsomely. 
Then he spoiled the gesture by stressing that before 
departure I should check with himself, and his 
deputy, and the managing director to ensure that 
they didn't need me. It turned out that one or other 
almost always did. His deputy, allergic by nature to 
his staff being demoralized by excessive leisure, saw 
to it that I didn't see the links $oo often. 

But our chairman believed that accountants should 
know their place. On one occasicn ғ chance discussion 
I had with our men's ready-mades buyer disclosed a 
clumsy procedure in the dispetch department; an 
altered system, properly dovetailed throughout the 
organization, would save time, manpower, and 
floor space. I worked out a draft znd submitted it to the 
chairman. He eyed me sternly. "The buyers like to 
fix their own schedules,’ he rumbled. "They won't 
like an accountant treading on tkeir toes.’ That killed 
the idea, but to give him his due he listened tolerantly 
to my forceful comments on inbuilt inertia and 
bureaucratic stupidity. He had few illusions about his 
staff. The same day he asked the sales man to 
change radically his new fluorescent lighting in the 
ladies’ evening gowns bay — the pride and joy of the 
display subcommittee — and told the factory manager 
he'd give the introductory talk to the new apprentices. 

‘Worst thing about early retrement is that I'll 
lose touch with all my business friends,’ mused the 
old gentleman, ‘Miss chaps like ycurself а lot, dammit, 
after all we've been through.’ Тле odd thing is, his 
probable replacement is far more efficient the 

ever was, but I’ll mise the chairman, too, 
because he's always had the ons supreme virtue — 
he's a friend to his colleagues. 


THE 
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Finance and 
Commerce 


Ruston & Hornsby 


HE accounts of Ruston & Hornsby Ltd, from 

which this week’s reprint is taken, cover the 
second year of reorganization and redevelopment 
following the appointment of Mr ‘J. F. Mallabar as 
chairman. For full appreciation of the latest accounts 
it is necessary to go back a year. 

A year ago Mr Mallabar reported to shareholders 
on the changes made in administration. He said 
that he had found ‘divided responsibility for 
essential tasks and, even when not divided, respon- 
sibility was frequently not clearly defined’. The range 
of engines in production had been allowed to become 
unduly wide and excessive variety hindered economic 
manufacture. 

Such a position had naturally led to stock control 
inadequacies. The company held stocks and spares 
in excess of requirements and these had to be treated 
as obsolete. Mr Mallabar also considered the stock 
valuation basis to be ‘unsafe, inasmuch as it tended to 
value too highly very slow-moving stocks and stocks 
the ultimate sale of which was, at the best, problemati- 
cal’, 

An examination of the position and a change in the 
valuation basis meant that stocks at March 28th, 
1964, were valued £1,297,600 lower than under the 
previous system. The position was met by a transfer 
of that amount from general reserve. 


Not Far Enough 


In his review with the 1964—65 accounts, the chairman 
shows that the reorganization reflected in the previous 
year's accounts had not been taken far enough. Mr 
Mallabar says that it transpired that following dif- 
ficulty in valuing stocks at March 1963, an additional 
stocktaking took place in the case of one subsidiary 
in the following September. 

An ‘error of principle was made then’, he says, ав a 
consequence of which the subsidiary's stocks were 
shown to have been overvalued the previous March 
by £166,817 and the profit overstated by that 
amount. The error has been corrected this year and a 
corresponding amount drawn from general reserve. 
Mr Mallabar makes the point that the error should be 
borne in mind when comparing the latest results with 
last year’s. 
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On the group’s costing system, which a year ago 
he said required overhauling and improvement, Mr 
Mallabar savs that although completion of the work 
involved will necessarily take a considerable amount 
cf time, a good deal of progress has been made during 
the year. The company is being advised and assisted 
i this direction by Price Waterhouse & Co. 


Residual Sale Value 


The general internal overhaul is covering deprecia- 
Чоп. The value at which plant is carried in the 
5alance sheet is materially below its true value. The 
2revious practice was to write plant off completely 
although almost invariably it was still usable and had 
3ome realizable value when it came to be sold. 

Although past figures have not been disturbed, the 
practice was changed in the year under review so that 
1n future machines will be written down only to the 
estimated residual sale value attaching to them when 
they become due for replacement. The effect of this^ 
change is that profits for the last year are some 
£43,000 higher they would have been under the 
previous system. The new system is considered ‘not 
only sound’ but also ‘still very conservative’. 

Changes made in sales administration are working 
well and the order book, at £15-7 million when Mr 
Mallabar reported to shareholders, was nearly £5 
million up on the position twelve months earlier 
with the order mix satisfactory and well spread 
geographically. Direct exports account for more than 
half the group's output and in some classes of produc- 
tion a full тоо per cent is for direct export. 


Delivery Problem ue 


The {10-6 million figure for stock and work in 
progress, the chairman considers, is high. The in- 
crease is partly the result of higher activity but 
mainly it is due to the fact that orders have to be 
placed with suppliers at steadily lengthening lead 
times — a disquieting position. 

Even though the company orders well in advance 
of required delivery, it is increasingly the case that 
deliveries become seriously overdue. In turn, that 
means that the company is unable to complete work 
and ship it to its own customers as rapidly as it would 
wish. 

Ruston & Hornsby is therefore compelled to quote 
delivery dates deferred far beyond the point con- 
sidered desirable and it becomes necessary to carry 
stocks in greater quantity. Many of the engines sold 
have to be married-up with electrical generating 
equipment bought from other manufacturers and, 
quoting an example, Mr Mallabar says ‘it can be very : 
troublesome for a shipbuilder working to a delivery 
date promised by him to a buyer to find that serious 
delays occur because equipment, vital to the com- 
pletion of a ship, is overdue for delivery’. 

This is something of a national problem; Ruston & 
Hornsby is not alone in experiencing this trouble. 
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NOTES ON ACCOUNTS 


ш 


у 


^ Ruston & Hornsby Ltd Group 
1965 1964 1965 1964 
Fixed Assets £ £ £ £ 


Land and Buildings .. T .. m .. m .. m T .. 001225744 1,192,195 2,396,036 2,375,980 
Less Depreciation .. m .. .. .. .. «s .. .. 5% ВА 419,991 401,001 675,146 639,606 


805,753 791,194 1,722,890 1,736,374 
Plant and Machinery, Masi cnl Vehicles and Office Eola .. .. .. .. 6,221,310 6,005,923 9,374,491 9,070,569 


Less Depreciation .. > ж» . "m Б s» e >a. 54647966 4,522,157 6,983,137 6,777,625 
1,573,344 1,483,766 2,391,354 2,292,944 
Loose Plant, Patterns, Jigs and Tools at cost less amounts written off Е $e ге 220,585 199,373 300,739 295,279 


£2,599,682 £2,474,333 £4,414,983 4,324,597 





The basis of valuation of Fixed Assets generally is cost. А small proportioa of the total value represents pre-1935 acquisitions and [s Included at an 
independent valuation made in that year. 


Outstanding commitments for capital expenditure amount to £383,300 Group £423,500). 


Trade Investments : 
Subsidiary Companies at par value s E e B is zv sa vs 2,455,570 2,455,570 — — 


Subsidiary Company at cost A вё А xs x m is 5 266,250 266,250 — -= 
Ruston-Bucyrus Ltd. at par value (seo Note V) .. E .. .. we or éi 4,500,000 3,000,000 4,500,000 3,000,000 
Other Companies at cost ог par value .. E ЕН vs m o's ms ats 218,966 218,966 263,253 263,253 


£7,440,786 — £5,940,786 £4,763,253 £3,263,253 


Reeerves and Undistributed Profits (see Note IV) 








Capital ee . oo vis oe oe aie ws m m T aa 2,651,194 1,041,271 2,649,800 978,962 
Revenue— 

General .. mm we .. xs аж .. «s 6,239,367 6,239,367 7,972,344 8,115,105 

Profit and Loss Account—Reston & Hornsby ич. S. .. .. oa We 1,065,672 584,005 1,065,672 584,005 

—Subsidiaries ЗЯ ia х2 aa 4$ .. ss — — 407,515 132,831 

£9,956,233  £7,864,643 £12,095,334 9,810,903 

Movements on Reservos Ruston & Hornsby Ltd Group 
Capital Reserve £ £ 

Balance, 28ch March, 1964 . . 1,041,271 978,964 
Add transfer from General Reserva representing Сана Profit on Salo >f Land and Bulldings bye a воља аг in in earlier 

years .. D sl — 19,142 

Profit on Sale of Land and Bulldings during year ‘als ra 45 se ae s se oe xà ae 109,923 ' 151,691 

Par value of scrip issue made by Ruston-Bucyrus Ltd а oe .. ae .. os e .. ais 1,500,000 1,500,000 

Balance, 3rd April 1965 os се .. V сан .. .. .. m d ss ye .. a» £2,651,194 {2,649,800 


"General Reserve 


Balance, 28th March 1964 .. leis .. x ae .. .. .. .. .. ae АЯ e 6,239,367 8,115,105 
Add tranafer from Profit and Loss Account m m .. m oo aà 5 "> zs m T 43,200 


£8,158,305 


Less transfer to Capital Reserve .. РА e ve .. .. .. s» es oe T m 19,141 
transfer to Profit and Loss Account . .. oe .. .. on .. .. .. .. .. .. ЯН 166,817 


185,958 
Balance, 3rd April 1965 .. m os m m .. T m .. .. .. .. ..  #6,239,367  £7,972,347 


The Investment In Ruston-Bucyrus Ltd, is shown at par value. Based ол the Balance Sheet at 31st December 1964, the equity of Ruston & Hornsby 
Led. In this Company's capital and reserves exceeded the par value =f the Investment by #1,661,140, 


The financial year of our Australian равни Company ended on 31st December 1964, It would unduly delay the preparation of consolidated 
accounts if the accounting date coincided with that of the Holding Company. 


There ix а contingent l!lability of £45,000 for uncalled capital [n respect С a portion of Trade Inveszmants, 


Directors’ Emoluments, Payabia by Riston A & banaby Ltd: Fees £1,700, Zxecutlve Services £62,825, Payable by Subsidiaries: Fees £4,790, Executive 
Services £2,779. Total £72,094 (1964, £64,940). 


Auditors’ Remuneration for the year £2,967 (1964 £2,795). 


» 
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CITY NOTES 


ЙЕ late August Bank Holiday break has not 
helped to enliven the stock-markets. The most 
unfortunate feature of the market is the thinness 
of turnover. 

Business has dwindled to something less than bread 
and butter proportions and many stockbroking firms 
are now feeling the pinch. The recent failure of one 
firm was generally recognized as being due to the 
downturn in business. 

The paucity of business is inevitably affecting the 
jobbers who, in an attempt to keep the books ever, 
are inclined to jockey prices in order to achieve thet 
position. Even limited business can, under suca 
conditions, bring exaggerated price movements. 

Some brokers still hold the view that selling cf 
equities, even at present prices, should be undertaken 
with a view to switching to the gilt-edged market which 
stays steady to firm. Government stocks and tha 
string of industrial debenture and loan stocks — th 
£50 million I.C.I. operation included – are meanwhile 
soaking up investment funds on a high fixed interest 
yield basis. 

The industrial equity market is left out in the cold 
and there seems little prospect of any early improve- 
ment in the used 8 temperature or its temper. 

* * * 


formation of an organization to represent the 

Po s interests at Government level is currentlr 
being di di usc The view is taken in some quarters 
that the City liaison committee, recently formed at the 
suggestion of Mr Kenneth Keith following his 
appointment as a member of the National Economic 
“* “Development Council, should form the nucleus of ғ 
body filly representative of the City’s interests. 


> 


Traditionally, the City is repzesented in the councils 
of Government by the Соуеглог of the Bank of Eng- 
land, and in conservative quarters in the City the 
view is taken that formation of a representative 
organization would do little -o improve the existing 
links between the City and Westminster. 

* + + * 


O recent moves have drawn attention to the 
current trend towards international banking 
co-operation. The Mellon National Bank of Pitts- 
burgh is taking up three milion ordinary shares in 
Bank of London and South America at 355 and 
Westminster Bank has announced the formation of 
RoyWest Banking Corporation. 
Of RoyWest's issued capital of £6 million, 
Westminster is understood to hold some 25 per cent, 
with Royal Bank of Canada a slightly higher propor- 


tion. Other participants include Hong Kong and 
Shanghai В g Corporation and merchant bankers, 
Morgan Grenfell & Co. 


* * 3» * 


A to a probable early move to 7 per cent 
as a recommended mortgage rate by the Building 
Societies Association is contaired in the Association’s 
latest issue of Building Societ» Affairs. The current 
interest rates structure of 4 per cent income tax paid to 
investments and 62 per cent cLarged to home buyers, 
it is stated, ‘produces a restricted working margin 
which may well need to be increased if the growth of 
societies 18 to be maintained at a sufficient rate to 
meet the demand’. This factor ‘will have to be borne 
in mind by the Council when it considers rates of 
interest over the coming montas’. 


RATES AND PRICES 


Closing prices, Wednesday, September 1st, 1965 
Tax Reserve Certificates: interest rate 28.11.64 34% 


Bank Rate 
Nov. a, 1961 6% Jan. 3, 1963 495 
Mar. 8, 1962 51% Feb. 27, 1964 5% 
Mar. 22, 1962 % Nov. 23, 1964 7% 
April 26, 1962 4% June 3, 1965 676 
Treasury Bills 
Јапе 25 £5 105 10'0ad 7'174% 


Јшузо £5 122 
A 


July a £5 10s bane ug. 6 £5 125 


July 9 £5 115 9'9549 Aug. 13 5 то 10'694% 
July 16 £5 125 463d% Aug. 20 5 ros 799d% 
July 23 £s 122 687d% Aug. 27 5 112 2'164% 


Money Retes 
Day to day 41-5195 Bank Bills 
12008 41-5196 2 months 51-675 
qne Tr ills 3 months 54-69; 
3 months 7-7% months 56% 
4 months EY, months 5-6% 
6 months 71-895 


Foreign Exchanges 

New York 2°79 Frenkfurt 11'19% 
Montreal 3 Mi ап 1743 
Amsterdam 10:04# Озю 19:96 
Brussels 138-524 Paris 13°67} 

19°38 Zürich 12°05 

Gilt-edged 

Consols 4% бой Furding3% 59-69 88 
Consols 23% 38314 Savings 3% 60-70 84 


Conversion 6% 1972 97 Savings 376 8 65-75 73 


Conversion 54% 1974 ore Savings 24% 64-67 93} 
Conversion 5% 1971 92 Treas. 54% 2008-12 83 
Conversion 3$% 1969 89$ ‘Treasury 5% 86-89 82 
Conversion 34% 521 Treasury 34% 77-80 73 
Funding 54% 82-84 89% Treasury 3 % 79-831 70 
Funding 4% 60-90 92 Treasury 24% 38 
Funding 34% 199 2 58 Vicory 4% 965 
Funding 3% 66-6 go} War Loan 34% 53% 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions exprested. 


Practitioner Inquiry 

Sm, — I was interested to read your editorial “Good 
Work’ (August 2181 issue), having also read the Eng- 
lish Institute's report Good Practice Performance. The 
average level of partnership proáüt in all except the 
relatively few larger practices must indicate probably 
the lowest level of any profession. The average doctor 
with a full panel probably earns rcore, and so do many 
retailers with only one shop each. Surely if incomes 
are to be raised so that we can retain our staffs and 
encourage future entrance to the profession, the 
Institute must give a lead. It should be possible for 
them to recommend charging rates by districts if 
necessary, and to improve the public image of 
accountants by a proper public relations campaign. 

Except in the largest practices, the average level of 
salary for seniors in 1962 appeared to be in the region 
of £1,000 to £1,100 per annum. A qualified solicitor’s 
clerk can probably earn double -his amount without 
bae today and with probably less pressure of 
wo 


With the raising of the requirements for entry into 
the profession to six subjects, we are trying to obtain 
as articled clerks boys who are qualified to go to 
University eventually, and who probably would pre- 
fer to do that. How do we attrect them to the pro- 
fession without public relations and reasonable salar- 
ies? How do we keep our seniors in the profession 
when they can earn [200 or £3co more immediately 


in industry? 
Manchester. 


Yours faithfully, 
J. ROSS, F.c.a. 


Assessments Unlimited 


Sir, – By all accounts the offices of H.M. Inspectors 
of Taxes are understaffed, and the problems so 
created will be greatly increased when the assessment 
and collection of corporation tax and capital gains 
tax imposed in the 1965 Finance Act get under way. 
It is therefore difficult to comprehend why in applying 
the new Schedule D assessment огоседиге for income 
tax 1965—66 there has been a complete failure to take 
advantage of the opportunity of reducing the work 
likely to be involved in the offices of the inspectors, 
collectors, accountants and taxpayers. Indeed, from 
a first examination of the clumsy way in which the 
new regulations are being apolied there is every 
prospect that all the classes of overworked individuals 
referred to above will have mcre to do as a result, 
instead of less, as could so easily be the case. 

In common with many of our colleagues my firm 
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welcomed the possibilities of the new procedure and 
ade sure at an early stage that we submitted as many 
fcrms 64-8 as possible to ensure that we received 
cepies of assessment notices. We have not been 
d.sappointed and have just had the first batch, issued 
sanultaneously with those sent direct to our: clients. 
I: is understandable that only the top copy sent to the 
р should have the demand note attached to it 
az before, and in the majority of cases he has reacted 
promptly by sending us his copy as he has been trained 
ta do in the past. Many have commented on the issue 
being made much earlier. We are now faced with the 
problem of deciding whether to send atonce to theclient 
those demands which are correct (only a proportion 
во far) and telling him that they are not payable 
for another four months, or whether to acknowledge 
aad tell him that we will write to him again with 
the demands somewhat nearer to the date of payment. 
We are provoked in this dilemma by the fact that we 
know only too well that if we return the demands 
row many of them will be lost or mislaid by accident 
cr design and the next we shall hear of it will be when 
tne tax collector sends the second applications pre- 
&imably about the middle of next January — then the 
whole correspondence will start up again when 
everyone is overburdened with normal year-end work. 

Surely the administrative branch of the Inland 
Revenue could have foreseen that these problems 
would arise, and while adopting the commendable 
practice of sending the copy assessment notice to the 
zgent to be checked at the earliest opportunity in 
eccordance with the instructions on the form 64-8 
could at the same time have delayed issuing the 
taxpayer's notice and the demand note until later in 
the year nearer the date due for payment. This not 
enly would relieve postal pressure, but also ensure 
that any necessary corrections notified to the Inspector 
by the accountant could be embodied in the assess- 
ments issued at a later date to the taxpayer, thus 
reducing considerably the number of Incorrect 
demands and the extra correspondence which they 
entail. 

What is more frustrating is that among the 1965-66 
Schedule D assessments which we have already 
zeceived there are a large number of provisional 
assessments in respect of accounts which have either 
aot yet been sent to Inspectors of Taxes, or which 
aaving been submitted are still subject to corres- 
зопдепсе. We were led to believe that only those 
assessments would be issued at this early date relating 
zo accounts for which the computations had already 
5een agreed. It goes without saying that at this time of 
the year there is certain to be a much larger number 
of open cases than there will bein two or three months’ 
time, and Inspectors of Taxes must be aware that in 
issuing estimated assessments now for accounts ending 
at March 31st, 1965, which they can normally expect 
to receive before very long, they are merely making 
unnecessary work for themselves and the accountant. 

Another shortcoming of the way in which the 
mew procedure is being applied is the failure to make 
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the application of the 64-8 comprehensive to all 
‘classes of assessment on the same taxpayer instead of 
restricting its use to the main cases of Schedule D. 
There are numerous examples where an individual 

ftaxpayer is liable for more than one category of tax, 
-only some of which can be dealt with in this way. Тће 
resulting confusion will only increase as time goes on 
and the taxpayer can well be excused for thinking that 
his agent has received copies of all his assessment 
notices when in fact this is not the case. 

The main objects of the new procedure are intended 
to simplify and speed up the collection of tax and to 
reduce correspondence. If this is a correct assumption, 
why has it not been possible to re-introduce the 
System of permitting the taxpayer to take a discount 
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for paying his tax before the dus date? This would at 
least bring some logic into tke system of issuing 
demand notes several months before they are payable. 

Accountants everywhere, particularly those hand- 
ling a large number of small cases, are only too anxious 
to co-operate with the Inland Eevenue if this means 
less work on both sides. This :s unlikely to happen 
unless there is immediate and vigorous action аа 
to deal with the problems which I have described. 
As a profession we have accepted the challenge to 
improve organization and to reduce costs, here is one 
way in which something can be done within the scope 


of our own activities. 
Yours faithfully, 


Maidstone. К. VJ. SMITH, F.c.a. 





> Taxation Cases 


Full reports of the cases summarized in these columns 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases’, 


Lawson v. Hosemaster Machine Co Ltd 
In the High Court of Justice (Chancery Division) 
July 22nd, 1965 
(Before Mr Justice Cross) 

Income tax — Trade ~ Relief for losses against dividend 

income — Dividend-stripping — Company under control 

of Receiver — Purchase of shares — Whether dividends 

income of company — Companies Act, 1948, section 369 
| ex Income Tax Act, 1952, section 341. 

'The respondent company carried on the business 
of manufacturing machines and also the business of 
general engineering. It had issued four debentures. 
On June 24th, 1955, a receiver and manager was 
appointed under one of the debentures, and in the 
following month he was appointed receiver and 
manager under two other debentures. He delegated 
the conduct of the receivership to his brother, a 
partner in the same firm of accountants. The sums 
owing by the company under the debentures exceeded 
the value of the assets. 

"Towards the end of 1955 negotiations began for the 
purchase of the debentures by a finance company, 
and an agreement was made between the debenture- 
holders, the receiver and the finance company where- 
by the latter agreed to buy the debentures for 
£127,500. The agreement provided that the receiver 
should resign within twenty-eight days of completion. 
‘The value of the company’s assets at that time was 
‘about £100,000. The sale was completed on January 
30th, 1956, when the debentures were transferred to 
the finance company. The receiver was due to retire 
on February 28th, 1956, but he did not do so until 
four weeks later, when his place was taken by another 
accountant, a nominee of the finance company. From 


the date of the contract there we-e sales of assets, and 
it was agreed that the expense oz running the factory 
should be borne by the finance company, and during 
that period all questions of expenditure were left to 
the latter. 

The directors of the finance company arranged to 
purchase the shares in F.S. Securities Ltd, à company 
with large undistributed profits; and on March 2oth, 
1956, an agreement was made b»tween Eastlandia, а 
company in the finance company's group, and the 
owners of the hundred shares in F.S. Securities Ltd, 
whereby Eastlandia agreed to purchase the shares 
for £450,052. A part of the purchase price, £233,000, 
was paid at once, and the balance of £217,052 was 
payable without interest within twelve months, and 
the vendors had a charge on the shares for the out- 
standing balance. Eastlandia received a fee of [250 
for entering into the purchase o the shares in F.S. 
Securities Ltd as agent for the respondent company. 

The first receiver never tock any part in the 
transactions relating to the purchase of the shares 
in F.S. Securities Ltd, and he had never given - 
any authority to anyone to purchase them. It was 
stated by a director of the finance company that he 
had told the first receiver of the p-oposed purchase of 
the shares, but there was other evidence on the point. 
The purchase was confirmed by a new receiver, who 
had been appointed on March 23th, 1956, in place 
of the first one. 

In the following month F.S. Securities Ltd paid a 
dividend of £225,000 net by а cheque in favour of the 
finance company’s bank; and on the same day F.S. Se- 
curities Ltd sent a letter to the respondent company 
showing the gross amount of the cividend, the deduc- 
tion of tax and the net amount left. The cheque was 
paid into the respondent company's bank, and on the 
same day the company paid Eastandia £225,000 in 
part repayment of the £233,000. which Eastlandia 
had borrowed from its bank, and which it had paid to 
the vendors in the previous mon=h. In April 1957, 
F.S. Securities Ltd paid a further net dividend of 
£100,000 by cheque in favour 2f the respondent 
zompany. This cheque was paid iato the respondent 
zompany's bank account and a cert-ficate for reduction 
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of tax was sent by F.S. Securities Ltd to the respond- 
ent company. : 

In September 1957, a third receiver replaced the 
second one. In March 1958, ғ supplemental agree- 
ment was made between Eastlandia and the vendors 
of the shares. At that time Eestlandia had paid the 
vendors the £233,000 and ап additional £42,000, and 
that left £175,052 still payable for the es. By.the 
supplemental agreement the vendors agreed to accept 

171,556 in full settlement of the purchase price, and 

t sum was paid to them by Eastlandia. In the same 
month the respondent company paid Eastlandia 
£221556, making up with the £225,000 already paid 

e reduced purchase price of £446,556. This 
£221,556 was in fact paid by the finance company 
out of moneys which it then owed the respondent 
company. 

After the receipt of the fizst two dividends the 
respondent company made a caim under section 341 
of the Income Tax Act, 1952, to have its tax liability 
adjusted by the trading losses being set against the 
dividends, The Inspector objected to the claim on the 
egt that Eastlandia had never had any authority 

m the respondent company to buy the shares in 
F.8. Securities Ltd. In December 1960, F.S. Securi- 
ties Ltd paid a third dividend of £143,000 net. By this 
time Eastlandia had become the registered owner of 
the shares but the cheque for the dividend was drawn 
in favour of the respondent company, and was paid 
into its bank account and the respondent company 
received the certificate of decuction of tax. In 1963 
the receiver sold the shares in F.S. Securities Ltd for 
£1,200, and the cheque was paid into the bank 
account of the respondent company. 

In support of the claim it was contended on behalf 
of the respondent company, (а) that there had been 
authority, actual or ostensible from the first receiver 
to the finance company to buy the shares in F.S. 
Securities Ltd, (2) that if there was no authority the 
purchase of the s had been ratified by the two 
subsequent receivers and managers and by the 
respondent company, (3) that if there was no authority 
and no ratification nevertheless the respondent com- 
pany had in fact received the dividends, and it and no 
other person had suffered -ax on them, and the 
respondent company was, thezefore, entitled to repay- 
ment of tax, (4) alternatively the dividends belonged 
to the respondent company, because all persons con- 
cerned agreed that they should so belong. 

It was contended on behalf of the Revenue (1) that 
there was no authority in the finance company to act 
as the respondent company's agent to buy the shares 
in F.S. Securities Ltd, (2) as regards ratification (a) 
the only persons who could Fave ratified the contract 
for the purchase of the shares were the first receiver 
or his brother, and neither of them had done so, (3) 
there was no valid contract for the purchase of the 
shares by the respondent company, and (4) the latter 
had no title to the dividends in question, and was not 
entitled to repayment of tax under section 341. 

The Special Commissioners decided that there was 
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no actual authority from the respondent company t 
buy the shares as its agent, but that there had bee 
ostensible authority; and that if there was no authorit 
at all, there had been a valid ratification of the con 
tract. None of the debentures was annexed to th 
stated case, but one was handed to the Special Com 
missioners, and the judgment proceeded on the basi 
that that debenture was in evidence. 

Held (agreeing with the Special Commissioners) 
(1) there was no actual authority from the responder 
company to purchase the shares, (2) (reversing th 
Special Commissioners’ decision) there was n 
ostensible authority and no valid ratification, Th 
Revenue appeal was, therefore, allowed. 


Duke of Devonshire's Trustees v. СТЕ. 

In the Court of Appeal – July 23rd, 1965 
(one ‘THe Master or THE ROLLS (Lord DENNING’ 
rd Justice DANCKWERTS and Lord Justice WINK 
Estate duty — Landed estate ~ Method of valuation! 
Whether as a whole or tn separate units ~ Deduction ¢ 
expenses — Finance Act, 1894, section 7 (5) — Financ 

(z909—ro) Act, тото, section бо (2). 

The tenth Duke of Devonshire possessed interest 
in large landed estates which were vested in th 
Chatsworth Estates Co, and the estates had to b 
valued for estate duty purposes as at the date of hi 
death on November 26th, 1960. An appeal agains 
the estate duty assessment in respect of the Hardwic 
Estate was taken to the Lands Tribunal. That estat 
was over twenty thousand acres in extent, and i 
consisted principally of farms with farm buildings 
but also of smallholdings, allotments, garden: 
apricultural land, woodlands, residential property 
sporting-rights, ground-rents, licensed premises 
collieries, quarries and land occupied by an iro 
works, 

To obtain the best price it was advisable t 
divide the estate into 532 separate units, and sell th 
units over a period of time, which might be severa 
years. The total price that might then be expectet 
would be £868,129. Of the 532 units there were 48i 
units which were a compact whole, and could be sok 
as such. The remaining 46 units were scattered 
and if sold separately would realize £195,671; whil 
the 486 units would make £672,458, but it might tak: 
seven years to sell all these units. If they were sok 
as a whole, there would be a sale within a year; bu 
the only type of person who would buy them аз: 
whole would be an investor or a speculator, wh: 
might be expected to pay £537,966, as compared witl 
the £672,458. 

The Lands Tribunal decided that a sale of the 48: 
units in separate units was the correct kind of sal 
upon which the estate duty valuation should be based 

Held (Lord Justice Winn dissenting): the Land 
Tribunal’s decision was correct. 

Lord Justice Danckwerts called attention to th: 


` position, as it seemed to be, that the expenses of i 


sale could not be deducted from the price obtained. 
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Notes and Notices 


Y 
PROFESSIONAL NOTICES 


Messrs M. Brer & Co, Chartered Accountants, an- 
nounce that their address i is now 16 Beauchamp Place, 
London SW3. Telephone Knightsbridge 3322. 


Messrs СоорЕВ BnorHERS & Co and Coopers & 
LYBRAND announce that they have amalgamated their 
activities in Ireland with the old-established firm of 
RAWLINSON, ALLEN & Ware. The new firm will 
practise under the names of Cooper BnorBERS & Со, 
RAWLINSON, ALLEN & WHITE and COOPERS & LYBRAND 
and will have offices at Belfast, Bangor, Armagh, 
Enniskillen, Larne, Omagh and Sligo. Partners in the 
new firm will be Messrs N. С. WHITE, F.c.a., К. E. 
McC org, M.B.E., Р.С.А., У. К. PRATTIE, Е.С.А., "Н.С. 
BROWN, F.C.A., N. STEWART, A.C.A., Sir Henry BENSON, 
C.B.E., F.C.A., and Mr А. D. GORDON, M.A., A.C.A. In 
Addition Mr E. МСМљтү, A.C.A., will be a local partner 
стање and Mr C. К. Easr, A.C.A., а local partner at 
Sligo 

Messrs HOPKINS, Stevenson & Co, Chartered 
Accountants, announce that as from September 2185, 
their address will be 19-20 Irwell Chambers East, 
Fazakerley Street, Old Hall Street, Liverpool 3. 


Messrs JACKSON, Ргхікү & Co, Chartered Account- 
ants, announce with regret the death on August 28th, 
of Mr ALAN WILLIAM STUART 'TABBERNOR, F.C.A., а 
partner in the firm since 1946. 


Messrs RowLEY PEMBERTON & Co, Chartered 
Accountants, announce that from pages Ist, 1965, 
they have formed an associated firm in Coventry with 
Messrs Srorer & Co, Chartered Accountants. ROWLEY 
PEMBERTON STORER will practise from 5 The Quadrant, 
Coventry and the partners will be Mr RICHARD STORER, 
A.C.A., Mr J, N. CLARKE, LL.B., A.C.A, and Mr G. B 
COOP, M.A., A.C.A. 


Messrs STORER & Co, Chartered Accountants, 
announce that from August rst, 1965, they have 
amalgamated with the Midland practice of Messrs 
Row ey PEMBERTON & Co, Chartered Accountants. 


Messrs Woop, BnaprIELD & Co, Chartered Ac- 
countants, of Woodfield House, James Street, Neath, 
‘Glamorgan, announce that they have admitted into 
partnership, as from September rst, Mr Davi HUGH 
MORRIS, A.C.A. 


Appointment 


Mr Cyril A. Herring, в.зс.(ЕСОМ.), ¥.C.W.A., has been 
appointed financial director of B.E.A., with effect from 
October ist, 


P. D. LEAKE RESEARCH FELLOWSHIP 


Mr David F. Prussman, B.A. (com. ), A.C.A, а lecturer 
in management accountancy in the University of 
Manchester, has been awarded a P. D. Leake Research 
Fellowship by the University’s council; he will study 
кће sources of business finance in British industry. 
The trustee of the P. D. Leake Trust is the Council 
of The Institute of Chartered Accountants in England 
and Wales. 


NATIONAL SAVINGS FIGURES 


Total savings reported during the week ending 
August 28th were £46,684,000. Total withdrawals from 
past savings were £46,970,000. Іа the result there was 
an excess of withdrawals over new savings of £286,000 
and the sum remaining invested (after allowing for 
Defence Bond redemptions of £12,990,000) now stands 
at approximately £8,384 million. 


Peceipts Repayments 
National үе орде Bonds £1,600,000 £257,000 
Savings cates. 2,000,000 4,100,000 
Defence Bonds | 2,188,000 
Post Office and Trustee 
Savings Banks® .. 3%907,000 37,785,000 
Premium Savings Bonds ^ 1,200,000 1,000,000 
. а 42,707,000 — 45,330,000 
Estimated accrued interest. . 39,977,000 — 
Estimated interest paid out — 1,640,000 


£46,684,000 £46,970,000 
обаа one department of the Hirmingham Municipal 


Tincluding £9,559 receipts and £7,522 repayments in 
current accounts in Trustee Savings Banks. 


UNIT TRUSTS BUDGET DAY PRICES LIST 


The Association of Unit Trust Managers has published 
8 comprehensive list of Budget day prices of units of all 
authorized unit trusts, including those for trusts 
which are not members of the Association. 

Under the new Finance Act, the ‘market value’ of 
units on an assumed Budget dey transaction is an 
amount half-way between the buying and selling prices. 
On transactions other than assumed Budget day 
transactions, ‘market value’ for units із an amount 
equal to the buying price (the lower price) published 
by the managers on the relevant date. 

Copies of the list are obtainable from the Associa- 
tion, 306—308 Salisbury House, Finsbury Circus, 
London ЕС2, free of charge. 


BUSINESS OPPORTUNITIES IN SPAIN 


Spain – an Expanding Market is the title of a report 
published last week by the London and Birmingham 
Chambers of Commerce. The report, which is the 
result of a joint trade delegation from the two chambers 
which visited that country earlier tnis year, is intended 
to give British industry a clear understanding of the 
Spanish market. 

There is a detailed survey of Spain's industries and 
her external trade, and the possible openings for British 
industry and investment opportunities are also ex- 
amined. Among the report’s conclusions are that Spain 
-8 an expanding market — a fact thet has been followed 
ap by the U.S.A. and Western Europe – but that Britain 
сап and should secure a larger skare of the market. 

Copies of the report are obtainakle from the London 
Chamber of Commerce, 69 Cannon Street, London 
СА, price 8s 6d post free. i 
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THE INSTITUTE OF COST AND WORES 
ACCOUNTANTS 


Conference at Southampton 


A one-day conference is to be held by The Institute 
of Cost and Works Accountants at the University of 
Southampton on September 18th, which will be opened 
by Mr H. J. Furness, r.c.w.a., a Past-President of the 
Institute. 

'The first paper entitled "Productivity yardsticks' will 
be presented by Dr James M. S. Risk, B.COM., PH.D., 
С.А. F.C.W.A., with Mr B. L. J. Spratt, a.c.w.a., 
President of the Institute's Hampshire Branch in the 
chair. Тће paper will be discussed later in groups and 
at a plenary session. In the afternoon, Mr G. R. Coe, 
F.C.W.A., M.B.1.M., will present a paper on ‘Delivering 
the goods’. Mr J. Е. D. Cornish, F.c.a., F.C.W.A., 
President of the Institute's Bristol and District Branch, 
will take the chair and Mr L, W. Rice, B.sc.(ECON.), 
F.C.W.A., Vice-President of the Institute's Eampshire 
Branch, will later open the discussion. 


Coventry Conference 
‘Inflation: problems for planners in industry’ will be 
the theme of а one-day conference to be held by the 
Institute at The Hotel Leofric. Coventry, on October 
2nd. 

There is to be a civic welcome by the Lard Mayor 
of Coventry and the President of the Institute, Mr H. 
: Hodgson, Р.С.А., F.C.W.A., will open the proceedings. 
At the first session the views ОЁ an economist on the 
theme of the conference will be given by Mr C. L. 
Kingshott, B.SC.(ECON.), A.c.1.8. and Mr E. B. Trotman, 
A.C.W.A., President of the Institute's Bedford and Luton 
Branch will take the chair. Mr P. J. W. Ambler, M.A., 
F.C.W.A., will later open the discussion. 

After lunch, at which the principal guest will be The 
Rt Hon. Viscount Radcliffe, P.c., G.B.E., Chancellor 
of the University of Warwick, the afternoon session 
will be devoted to ‘A forum on :nflation'. Those partici- 
pating will include Mr J. P. Wilson, F.C.W.^., F.C.LS., 
Immediate Past-President of the Institute, Mr A. Р. 
Berry, B.A., director, Coventry & District Engineering 
Employers’ Association, and Mr F. Chater, divisional 
organizer, Amalgamated Engineering Union. The 
forum will be under the chairmanship of Mr J. Borsay, 
F.C.W.A., a Past-President of the Institute. 


CROSSWORD SOLUTION 


The solution to the Holiday Crossword compiled 
by Mr Kenneth Trickett, F.c.a., which appeared in last 
week’s issue, is as follows: 
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NORTHERN SOCIETY OF CHARTERED 
ACCOUNTANTS 


The first event of the winter session of meetings of tk 
Northern Society of Chartered Accountants will t 
the monthly luncheon on Monday, October тић, | 
12.45 p.m. for r p.m., at the County Hotel, Nevil 
Street, Newcastle upon Tyne. 


INSTITUTE OF INTERNAL AUDITORS 
London Chapter 


The first meeting of the London Chapter of th 
Institute of Internal Auditors will take place ne 
Wednesday, at 12.30 p.m., at the Kingsley Hote 
Bloomsbury Way, London WC1, when the speake 
will be Mr J. E. Wall, о.в.н., managing director, E.M. 
Ltd and the subject "What а manager expects « 
internal audit'. 


THE INSTITUTE OF CHARTERED > 
ACCOUNTANTS IN ENGLAND AND WALE 


Members’ Library 


The Librarian reports that among the books and papers 
acquired by the Institute in recent weeks by purchase 
and gifts are the following: 


The British Banking Mechanism; by W. M. Dacey: 5th ed: 
1964. (Hutchinson, 253.) 

Cumulative Sum Techniques; by R. H. Woodward an 
P. L. Goldsmith. 1964. (Oliver & Boyd, 182.) 

Dymond's Death Duties; by R. Dymond: 14th edn. b 
R. K. Johns. 2 vols. 1965. (Solicitors! Law Stationer 
Society, 2315.) 

Elementary Accounts; by D. Т. Williams. 2 vols. 196: 
(Macdonald, 323.) 

Financial Accounting Theory: issues and controversies; ec 
by S. A. Zeff and T. F. Keller, New York. 196: 
(McGraw-Hill, боз.) 

Graduates Articled in Chartered Accountancy; by B. J 
Holloway, J. K. Hudson and N. T. Scott. (Nottingham 
1965 (75 6d). 

Local Authority Capital Finance; by W. S. Hardacre an 
N. D. B. Sage. 1965. (Charles Knight, 652.) 

Mathematical Trend Curves: an Aid to Forecasting; b 
J. V. Gregg, C. H. Hossell and J. Т. Richardson. 1964 
(Oliver & Boyd, 18s.) 

'The one of Money; by Н. Jones. 1965. (Blackit 
30s. 

Mutual Funds and Unit Trusts: a global view; by C. C 
Merriman, F.C.A. 1965. (Pitman, 55s, presented by th 
author.) 

Powers of Attorney; by C. Caplin and А. Wexler: 3rd edr 
by J. F. Josling. 1965. (Oyez Publications, 17s 6d.) 

Research and Development: Planning and Control; b 
R. Villers. New York. 1964. (Financial Executive 
Research Foundation, 87s 6d.) 

Scientific Method in Production Management; by G. F 
Gedye. 1965. (O.U.P., 355.) 

Simon's Income Tax volume 1: replacement 1964—65 
by Viscount Simon: ed. by N. E. Mustoe. 196: 
(Butterworth). 

Standard Statistical Calculations; by P. G. Moore and D. Е 
Edwards. 1965. (Pitman, 27s 6d.) 

Stevens’ Elements of Mercantile Law; by T. M. Stevens 
14th edn. by С. J. Borrie. 1965. (Butterworths, 254.) 
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THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The monthly meeting for Bible reading and prayer will 
be held at 1 p.m. on Monday next, September 6th, in 
the vestry of St Mary Woolnoth Church, King William 
‘Street, EC3. The scripture for reading and thought 
will be Matthew, chapter 11, verses 28 to 30. 


THE ACCOUNTANT BY AIR р 
'The advantages of keeping corapletely up to date 
are obvious. Overseas readers of The Accountant 
may receive their copies of sach week's issue 
within а few days of publication by subscribing 
for the airmail edition printed on special thin 
paper of high quality. The subscription for the 


airmail edition is £7 15s a year, including ad- 
ditional postage, irrespective >f the country to 
which copies are sent, and £3 17s 6d per half-year. 
Readers abroad who are inte-ested in rece ind 
In The Accountant of September 18th there will be the airmail edition, or anyone who may wish to 
included as a supplement Part I of The Accountant send The Accountant to relatives or friends 
Synopsis of the Finance Act, 1965. This part of The overseas, should write to the Subscription 
Accountant’s annual synopsis will deal with the new Department, 151 Strand, London У/Са. 
capital gains tax and also those income tax amendments 
ЫЕ Ме short-term gains tax levied under 
о ule D. Its purpose is to facilitate 
prompt reference to the new legislation and to bring ASSISTANT OFFICIAL RECEIVER 
to light detailed provisions buried in the text of the Mr Eric Kenyon has been appointed an Assistant 
®elevant sections of the Act or paragraphs of the related Official Receiver for the Bankruptcy Districts of the 
Schedules. Part II of the synopsis will be published as County Courts of Northampton, Bedford, Luton, 
a supplement to a later issue and will deal with cor- Cambridge and Peterborough. The appointment took 
poration tax, effect on August 31st, 1965. 


THE ACCOUNTANT SYNOPSIS OF THE 
FINANCE ACT, 1965 





THE ASSOCIATION OF 
CERTIFIED AND CORPORATE ACCOUNTANTS 


RESULTS OF EXAMINATIONS HELD IN JUNE 1965 
FINAL EXAMINATION 


SECTION I 

al (in order o” merit) 

First Place: Preece, K., Tipton Third Place: Abbott, G. W., Kenikvorth 

Second Place: Stanton, H. T., London Fourth Place: Dean, P. E., Londor 

(in alphabetical order) 
Abodunrin, 1. B., London Ball, M. R., Romford Caesar, H. M., Leeds 
Aboulkhair, I., London Bamgbelu, V. A., London · Cafferty, P., Edinburgh 
‘Adefioye, J. F., London Banjoko, E. O., London Cairns, WJ, Belfast 
Adekunle, 8. О. A. A., Ма Ват, Е. М. Glasgow Campbell, C., Chelmsford 
Adeleke, A. A., Londo Barrow, R. P., Marple Campbell, P. M., London 
Adelow M. ЈА, Walsall Beirne, J. A., Dublin Gard, b; Å T., Herford Heath 
удеозип, S. A., London Belgrove, P. A., Braintree Cardy, M., Sittingbourne 
Adesina, O. O., London Bell, M. P., Coventry P. T., ncon 
\deyinka, J. L., London Belton, i Časlake, J. C., Altor 
уђе, S. А. B., London Berry, R. B. Grimsby Cates, T. M., London 
Adjebeng, + Y., Newcastle upon Тупе Besong, A. É., London Chakrabo ; D. D.. Landon 
ham Bilbie, А.В. » Woodthorpe Chapman, Ry Woodford Green 


Afolayan, F. А. , Birming 


porn 00 
ч, ow 
«suen, 5. O., Leeds 
awiah, T. B., London 
ayers, G. 1, , Dorchester 
aylott, D. W London 


abasanya, Т. А, O., London 
Waker, E. J., Flackwell Heath 


Bull, W. C., Guernsey 
Burchett, J. L., Farnham 

А. C., Hayes 

. У. Т., khamsted 
Burton, D. F. G., Chester 
Buttifant, B. J., Norwick 
Byrne, J. L., Enniskerry 


Childs, C. је ‚ Londen 

Chinoy, D. H., London 
Chroston, D., “Ellesmere Port 
Clark, D. G., У West Nottingham 
Clarke, E., London 


Coles, R. G. Wycombe 
Cook, J. R., “Habba 


Leeds 
Counsell, D. C., Carshalton Beeches 
Courtney, T. P., London 
Cox, A. 6, Birmingaam 
Cox, D. D., Birmingham 


Cullen, Q. C., Winchester 


Daug! › ]., Stockport 
Daver, |. 
Davies, ў, T., Neath 


Dean, W. G., Dublin 
De Bethlen, L. S., Milan 


А D, Dundee 
Dyke, T. G., Birmingham 
Ebong-Ekello, J. L., London 
Edmonds, A. G., Benfleet 
B. D., Old Coulsdon 

Edwards, E. W., London 
Egbuiie, M. A., Leeds 

ejiuba, C. E., London 
Ekere, S. G., Leeds 

Leeds 


, F. J. 
Elsom, К. F., Hull 
lea, A. V., London 
Ephraim, F. A., London 
Esa, E. А. London 
Evans, M. G., Bolton 


Farrington, B. B. J., Banstead 
Ferrari, T. London. 


Fletcher, А., Aylesbury 
Fontaine, Е. B., London 
Foster, N. H. A., London 
Fraser, W., Port С 
Freeman, А. P., Lon 


сма J. P., London 

‚ В. C., Peterborough 
Gartner, Н. H., London 
Geo, P., London 


Gladwin, J. A., Grimsby 
Glenn, R. M., Carlton 
Goddard, M. G., Amersham 
Goodall, Е. B., Wethersteld 


J. E., Walsall 
Haigh, I. A., Kendal 
Hale, А. А., Wednesbury 
Hall, A. A., Aberdeen 
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Huggins, L., Penzarce 
Hunt, Т. J., Feltham 


acklin, Т. R., Grimsby 
всквог, G., Salford 
eSI RD 
adej ., London 
ohn, W. È., 

ohnson, A. D., Lor. don 


ones, I., Llanelly 
onea, M. H., Swansea 


ju, J. A., Lordon 


Lewis, f., Баје 

Lordes, È., Lowes 

Lockyer, B., Thornzon Heath 
Long, R., Dublin 

Lowe, D. J., Londen 


McCormick, J., BeKast 
McGown, J. F., Ncrtholt 


McKeon, M. P., Caterham-on-the-Hill 


McLaren, P., Buz 

McNab, Ј. 8. ЕШ ата 
MacLean, J. G., Edinburgh 
Madu, A. U., Loncon 
Mahoney, №. J. М, London 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SWI 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


Telephone Victoria 2002 (3 lines) 


September 4th, 1965 


со eetis 
Malkin, D. B., 
Marie’ E Baham d 
Maskery, R., Rainhill 
Mason, M. L., Cardiff 
Masters, B. McK., Potters Bar 
Maxwell, A. G., Вехі 


Milton, E., London 
Mishra, B, D., London 
аена 
О: 9 Ate 1. О erp. y 
Money P., Aberdeen 
Moonesinghe, 8. D., London 
Moore, C., South Harrow 
Morakin A., London 
Morris, A. . Wrexham 
Morrison, P., Huddersfield 
Moe 5 Cad Bury Port 
ukasa, P., London 
Mukiibi, M. B., Leeds 
Mullins, V. M., Manchester 
Mungai, R, K,, London 
Mutimer, N. B., Burton-on-Tren 


Najak, B. D., London 
Nami о, $. B., London 
Naraine, London 
Needham R., Mansfield 
Neilson, $ G., Bellshill 
Newall, W. A., New Malden 
Noal, J. L. W., London 
Nsefik, E. E., London 


Ogundiran, E. O. O., London 
Ogunpitan, Е б? London 
, F. O. 


О 
Okech C. Í., London 
Ce y Leeds 


Okorosobo, H. Т., London 
Olateju, J. B., Leeds 
Olorunshola, 5. O., Leeds 
Qlupiton, О. T., 


Parmenter, R. J., Orpington 
Parry, V. D., London 
Parsons, R. R. C., London 
Peterson, M. A., London 
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Quek, 8. к» London 
Quick, A. L., Plymouth 
Quinn, A, J., Horley 


Ramalho, С B., London 
M.H., 


Ratcliff, Braintree 
Rayner, K. E., "Caterham 
Reason, I Ls Sheerness 
Rees, J. B., Manchester 
Rennison, Miss. P., York 
Robertson, B. C., Ware 
Robins, D. А., Boston 
Robinson, C. M., Leeda 
Roffey, С ”, Bournemouth 
., London 

Rousell, N. 'G., Yeovil 


Salu Aremu, R., Manchester 
Sandham, W. T., Morecambe 
Sandle, M. J., Norwich 
Sands, L. E., Dunston 


Врат, £ Gillingham 
Sheridan, J. ЈА, London 
Shitta, Mies M. A. O., London 
Shodunke, M. O., London 
Shore, M., London 


First Place and Prize: Morgan, А. P., Walsall 
Fourth Place: Gokani, К. R., London 


EN West Drayton 
Asbury, Pu, Wess Drayto 
Ashitey, J. А. on 
Awelenje, A, A., London 
Awojoodu, C. O. O., Leeds 

. M., ndon 
Baia-Adriano, D., London 
Bain, W. T., Carlisle 
Balogur, J. A., London 
ee M Villen enhall 


Punched Card Processing Service 
CONDUCTED ON A SERYICE BUREAU BASIS 


POWERS-SAMAS 
POWERS-SAMAS 
POWERS-SAMAS 
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Shoroye, G., олсо. 
ЧЕ 
iovewright, . d. een 


Simpson, Miss M. K, Walsall 
Siviour, P. W., Watferd 
Smith, B. A. W., St Albans 
Smith, D. К., Londo. 
Smith, G. D., Londan 


Smith, J. G., Derby | 
Smith, L. M., Leeds 


Smith, P, J., Stevenaze 


Strong, Miss D 

Stuart-Harris, GL i, Sheet 
Sutton, A. G., Bradic 

Talby, A. J. A., Norwich 


Thomas, В. O., С 
Thomas, C., Ereckneh 
Thompson, B., Sunderland 


Thompson, St tJ. J., Walsall 
Truman, M. J., Mansfield 


658 Candidates failed 
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Tupper, H. W. J., Grantham 


toma, BO. V 


Vass, T. W., Basingstoke 
Vaughan, J. E., Carshalton 


Veen А.Э, 


Walker, K. A., London 


Welch, РЯ N., Ashtead 
White, R. A. "Headcorn 
Whitehead, G. W. G., Newport 


Williams, D. P., London 
Williams, E. G., Saffron Walden 


Williams, Ј. R., "Warrington 
Williams, K. D., London 
Wingato, P.S S. Edinburgh 
Wood, K. L., "Tewkesbury 
W , , 
Мо n, J., Clar 
Wash ht, I. R. "o Uddingsto 
right, n 
Wen G., Johnstone 


Young, P. M., Sutton 


“SECTION II 
(in order cf merit) 
, J Davis, C. C., Woldingham 
е is A. G., Gravesend 
(in alphabetical order) 
Bland, P. К» Хорор Dairo, Т. F., London 
Booth, C. P 


,I 
Bonsu, M. A, Fondon 


Coombes; F. R, Pinner 
Crombie, D. A., London 
Cunningham, W. G. F ., Cupar 


CALCULATING SERVICE LTD 


15 GREAT ST THOMAS APOSTLE, LONDON EC4 
Telephone CITY 6111-9 & CITY 4542 


field, D. C., Edinburgh 
Chatham 


pem Ep Gee, 
., Glenro 
Dwumah, J. F., Kingston 


Egbue, i» A, rede | 
iverpoo 
Eyre, vans J. d „ London 


Formby, P. f Li 1 
о А! їуегроо 
ver, Р. G., Chatham 


Porio '$., London 
ron p P. R., Co Coventty 

ў, T. Bristol 
Poa . К. "Birmingham 
Fullerton, B.V.H H., Bushey 


CALCULATING SERVICE BUREAU 
OPERATOR AND MACHINE HIRE ANYWHERE ІЫ” 
THE UNITED KINGDOM 


(SUMLOCK, BURROUGHS & COMPTOMETER 
EY DRIVEN MACHINES) 
EVERY ED OF CALCULATION UNDER- 
TAKEN ON OUR PREMISES. 
UNDER STRICT AND CONFIDENTIAL SUPERVISION 
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Gallagher: T F. Southend 
er, K. ] Ја ‘South у Croydon 
Cnet L. С.; Ball 
Godin, R. K., Surbiton 
Goode, G. H, Birming 
Goodhead, А. M., Burton-on-Trent 
Green, C. M., O 
Стевча, D. J., Bulkington 
, London 
., Newcastle upon Tyne 
ham 


Hingorani, 

Holmes, J. P. Sheffield , | 

текне M Kingston upon Thames 
raham asgow 

Ivonye, E. M., ‘Leeds 


Jacken, D., Kettering 
efferson, К. H., Claverdon Leys 
Jones, P. H. A., "Dagenham 


, Aberdeen 
Kyrris, À., London 


Bd Dover 
Leonard, Dublin 
Linton, G. E., сов. 


Lloyd, A. -En Ва 


McGavin, J., Kirkintilloch : 
McRonald, M. R., Birkenhead 
MacArtain, M., Dundalk 
MacDonald, D. M. А., Corby 
MacDonald, J. S. M., Edinburgh 


aS London 





Ir termediate 
Candidates Preliminary 1,3,4 SetionI 2,5,6 
Passed with Honours х — 5 — 
Passed e bis 100 2 QII 136 
Failed хе n m 34 8 1,140 208 
Total sat 134 2,056 344 


= 
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Mbonu, U. U., London 
Mb ‚ F. А., Londen 

ock, A. W., London 
Mh ^j. У. L., London 
Mitchell, P. J., London 
Mitchell, R. G., BecEhurst Hill 
Mitchell, S. N.. Swansea 
Monaghan, R. G., London 
Mordy, G. N., Leede 
Moss, K. W., Swintcn 
Mudima-Mubiri, Loadon 
Mumford, К. W., Droylsden 
Mu Т. M., Weeds 
Mu b, U. A., Lordon 


Newell, M. J., Ciren-ester 
Newitt, P. J., ’Northempton 
Njie, J. С. J., Londen 

Norto K. C., Shrewsb 
Nurmo. TUR K. S. London 
Nwaogbo, M. M. O. Leeds 
Nwosa, E. E., Londcn 


Ogbuehi, S. C., Leeds 
о la, Ј. O., Lordon 
Okoro, G. K., Leeds 
Olarewaju, O., Leed- 
Omisola, M M. Ó., Lordon 
Oni, W. B., "Leeds 
Onile-Ere, О, London 
реет, A, con 
Osei, T. A., London 
Oshin, A B., Londen 
Osinaike, J. K. O., Chester 
О” uim Т. D., Cork 
Osunkeye, О m Wedresbury 
Otoo, S. k., Londor. 


Page, N. J. carat, V. C Bushey 


iar C., ‘Ca Halow 

ease rimley Green 

рее ыт Crordon 
Perkins, M : M. W. West Bromwich 


Pickworth, W. Ё. Teddington 
Pine, ei G., elens 
Pine, a рота 


Quinlivan, B. М., Ennis 
Rabone, D. T., Bre-vood 
Red, R. A., Tonbridge 
Redman, С. R., Go-herington 


303 Cand'dates failed 


Summary of Results 
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Reilly А London 

If, C. C. M eee 
Pere Onc: A., London 
Rosen, ML, Hove 
Rudolf, A., London 
Ruffell-Ward, B., Hull 
Ryan, D. F., Walthamstow 
Ryan, M., London 


Sadler, w G., Chigwell 
Sands, B. L., "Lon on 
Sands, R. W. London 


Schluter, H., London 
Scott, Mel S., Sale 
Shah, B. J. , London 


Shah, R. M., “Thornton Heath 
Sheridan, M. P., Elm Park 


essi T., Saffron 
Simmons, м. А., London 
Skinner, Р. A., Ashford 

Smith, B. A. А. Colchester ^ 
Somji, A. I. J., London 
Sowerby, Т. R., Walkden 
Soyingbe, J. А., London 

Speyer, K. D., Pinner 

Stratton, L. A. Wheathampstead 
Sumner, T. C., Birningham 
Sutton, N. R., ‘Chalfont St Giles 


'Tanner, А., Shiphay 
ово А. Е. А., London 
n, P. E. G., West Harrow 


Tregellas, M. 


кров, М. T., Leeds 


o London 
Ue О.А. B. F., Kettering 


Utting, J. H., London 
Vertannes, J. G., Sutton 


Wainwright, N. À., Promborough 
Wall, T. D., Brewood 

Ward, A. B., Dronfield 
Weissbart, EL I., Salford 
White, R. K., Reading 

Wiehe, Miz M. ГУ: E., London 











; ., Tonypandy 
Yelwa, A. J., Glasgow 
Yesufu, T. A, London 
Final 
Section II Section I Section II 
5 4 $ 
5 22 
56 658 -зо3 
1,065 1,065 535 
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Solicitors’ Accounts 


S the custodians of clients’ money, solicitors are subject to 
stringent rules as to the manner in wàich they handle it 
and account for it. Last month there 2assed into law the 

Solicitors Act, 1965, whose long title includes a host of matters 
which include ће amendment of the Solicitors Act, 1957, relating 
to accountants' certificates and also the making of provision ‘with 
regard to interest on clients’ money’. The Act was to come into 
actual operaticn when the Lorp CHANCELLOR appointed, and 
much of the Act came into operation on August 17th. 

When sectioa 9 of the new Act comes into operation, account- 
ants' certificates in relation to solicitors' accourts will be no more. 


. The section requires every solicitor, once in every. year. ended 


October 31st, to deliver to The Law Society a ‘report’ signed by ап 


accountant ‘and containing such information as may be prescribed . 


by rules made by the. Council (of The Law Society) under this 
section’. It seems likely that this report will contain more detail. 

The solicitors’ accounts rules are designed tc ensure that a clear 
record is kept as between what belongs to the solicitor and what 
belongs to his individual clients. Before these rules can be: properly 
applied, it is necessary to define with precision what is the solici- 
tor’s and what is the client's. Last year the House of Lords 
decided that when a solicitor. takes money out of his general 
clients’ account and puts.it on deposit in a bark the interest does 
not belong to the solicitor, but to the clients whose money has 
produced it (Brown (Burdett & Reid) v. C.I.R. (43 A-T.C. 244)). 
This decision was contrary to general practice and the legal pro- 
fession has been quick to have it changed by statute. Section 8 (3) 
of the new Act provides that, subject to any special rules or 
agreement, a sclicitor is not to be liable to account to any client 
for interest received on moneys deposited at a bank, being moneys 
received or helc for or on account of clients generally. 

Rules made by the Council of The Law Society, which came into 
force on September rst, set out the circumszances in which а 
solicitor must zccount to a client for interest. The Council has 
also issued notes for the guidance of solicitors which include a 
paragraph on tke income tax treatment of a client's interest. - 

The drafting of section 8 (3) leaves a good deal to be desired. 
No doubt it was inspired by the Brown decision, but read by itself 
it would appear not necessarily to have the scope that it was 
intended to have. The fact that a solicitor pays into the clients’ 
account various individual sums belonging to various individual 
clients may not, it seems, make the totality of the moneys ‘held for 
or on account of his clients generally’. 
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CAPITAL GAINS TAX 


Pre-Budget Assets – П 


of the total gain attributable partly to the 

pre-April 1965 period. This was on the 
footing of a single sale of the entire asset. Tt 
remains to deal with part-disposals. 

ЛЕ will be recalled that paragraph 7 in Part I 
of Schedule 6 provides fcr apportionment of 
expenditure where 'a person disposes of an 
interest or right in or over an asset’. The use of 
the present tense would indicate that only dis- 
posals after April 6th, 1965, zre in mind. However, 


| AST week we dealt with the apportionment 


paragraph 7 must be read in zhe light of paragraph - 


31 of Schedule 6. This final paragraph of Schedule 
6 directs that so far as the Act requires the com- 
putation of a capital gain by reference to events 
before April 6th, 1965, all the provisions, includ- 


ing Part I of Schedule 6, 'shall apply except so fár 


as éxprésely excluded’. Tt follows that paragraph 7 
applies to part disposals made before April 6th, 
1965. As explained i in our issue of August 2185, 
paragraph 7 requires the market valuation of the 
asset which remains after the part disposal. If this 
is at a date before April 6th, 1965, then paragraph 
24 (3) (4) (5) is to have effect as if that asset had 
been on that date sold by the owner and im- 
_ mediately re-acquired by him at that market 

value. (paragraph 24 (7)). One is to infer from this 
that references in paragraph 24 (2) (3) to ‘period 
of ownership' are confined to the period subse- 
quent to the date of notional sale and repurchase. 
However, if that is so, then there would be no 
need for paragraph 24 to deal with an ultimate 


disposal which followed a post-April 1965 part _ 


disposal; the whole gain of the ultimate disposal 


would be chargeable since ex hypothesi it would be 


a gain accruing wholly after the part disposal. 
Nevertheless, paragraph 24 3) purports to modify 
paragraph 24 (3) (4) (5) in its application to an 
ultimate disposal followinz a post-April 1965 
part disposal. It says that those three sub-para- 
graphs are to have effect: 
‘as if 
(a) the asset on that date (1.e. the remaining asset 
on the date of part-disposal) had been sold by 
the owner, and immediately re-acquired by him, 
at that market value, ard 
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` (b) accordingly [sic] the computation of any gain 

on a subsequent disposal of that asset shall be 

computed (how does one compute a compu- 
tation?): 

(i) by apportioning in accordance with this 
paragraph (i.e. paragraph 24) the gain or 
loss over a period ending on the said date 
(the date of the part disposal), and 

(ii) by bringing into account the entire gain or 
loss over the period from the date of the 
part disposal to the date of subsequent 

. . disposal.’ 

Paragraph 24 (8) is echoed in paragraph 27.(2)< 
which deals with reorganizations of share capital, 
conversions of securities, and company amalgama- 
tions. Paragraphs 4 to 6 of Schedule 7 provides 
in general for these transactions and directs that 
they shall not be treated as involving any disposal 
of the original holdings. Instead, the new holding 


-resulting from the transaction is to be treated: as 
the same as the original holding and as having 


been acquired at the same time. Paragraph 27 (2) 


: as modified by sub-paragraph (3) provides that if 


the transaction takes place after April 5th, 1965 
(and does not merely result in a. change in the 


.number of shares held), then paragraph 24 Gr 
- (4) and (5) are to have effect as if 


'(a) the new holding had at that time" (i.e. the-time 
after April sth, 1965, of the reorganization, etc.) 
. - ‘been sold by the owner and immediately re- 
| “acquired by him, at its market values at that 
time, and 
(5) accordingly, the amount of any gain on a dis- 
- posal of the new holding or any part'of it shall 
be computed – 
(i) by apportioning in accordance with the 
said paragraph 24 the gain or loss over a 
period ending at the said time, and 
.(ii) by bringing into account the entire gain 
or loss over the period from that time 
to the date of the disposal.’ 


Both paragraph 24 (8) and paragraph 27 (2) are 
at first difficult to understand. Granted that, on, 
the ultimate disposal, the disponor is treated as» 
having acquired the asset at its market value 
after April sth, 1965, there would ordinarily be 
no need to inquire into the period prior to the re- 
organization etc. However, the object seems to 
be to bring in not only the gain applicable to the 
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period after the reorganization etc., but also a 
paragraph 24 proportion of the notional gain: 
arising by reason of the notional sale and re- 


purchase as at the time of the reorganization etc. . 


Both these elements of chargeable gain are 
apparently to be treated as accruing at the 
(subsequent) date of the ultimate disposal. 

It will be remembered that section 29 (3) of 


the Finance Act, 1965, provides for a reduction · 


in the chargeable gain in respect of the sale of a 
house which the seller has occupied for part of 
his period of ownership.: If paragraph 24 of 
Schedule 6 also provides for an apportionment 
of chargeable gain, because of ownership prior to 
April 1965, then the paragraph 24 apportionment 
is to be made first, and the section 29 (3) appor- 
tionment is to be applied to that reduced figure 
(paragraph 24 (10)). 

Paragraph 8 in Part I of Schedule 6 provides 
that where an asset’s value is derived from other 
assets in the same ownership, due to merger or 
division, then expenditure on the original assets 
is to be taken into account in computing the gain 
on disposal of the resulting asset. Paragraph 24 
(9) provides that in such a case the period of 
ownership is dated back to include the period of 
ownership of the original assets. 

The provisions about period of ownership in 

paragraph 24 are modified in the case of holdings 
of shares. For the purpose of identifying shares 
held on April 6th, 1965, with shares previously ac- 
quired or with shares subsequently disposed of, 
the principle of ‘first in, first out’ is to be applied 
(paragraph 26 (2)). This operates only where the 
shares are of the same class, that is to say, that if 
they were dealt in on a recognized stock exchange 
they would be treated as of the same class. Рага- 
graph 26 (2) also applies to assets other than 
shares which. are of a nature: to- be dealt with 
without identifying the particular assets disposed 
of or acquired, i.e. such things as commodities 
(paragraph 26 (6)). Paragraph 26 (2) does not 
apply where the disposal is within Case VII, the 
special Case VIT rules in paragraph 8 of Schedule 
9 to the Finance Act, 1962, apply instéad (para- 
graph 26 (5)). 
' It has been explained that in general paragraph 
24 provides that the gain on the disposal of assets 
which were owned before April 7th, 1965, shall 
be apportioned as though it accrued at a uniform 
1 See The Accountant, July 3rd, 1965, at page 5. - 
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rate during the period of ownership. Paragraph 
29 deals with the case where paragraph 24 applies 
to a disposal of shares or securities in a close 
company by either (1) one of the persons having 
control of the company or (i) a person having, 
up to the time of the disposal, a ‘substantial’ 
(undefined) holding of shares or securities in the 
company. If at any time p-eviously there has 
been a transfer of assets to the close company 
by either (1) any of the persoas having control of 
the company or (ii) a person who is ‘connected’ 
with a person having control of the company 
(within paragraph 21 of Sch2dule 7), then it is 
necessary to ascertain to whaz extent, if any, the 
gain on the disposal is-attributable to a ‘profit’ 

on the assets so transferred to the close company. 

To the extent to which the total gain is so attri- 
butable, then the period over which the gain is 
deemed to accrue at a uniform rate із to begin 
with the time when the transfer of assets to the 
close company was made. If th= transfer was made 
after April 5th, 1965,.then the gain attributable: 
to a profit on the transferred assets is all charge- 
able (paragraph 29 (2)). The »aragraph does not 
apply where there is a loss and not a gain. ‘Close 
company’ is as defined in Schedule 18.- 

The ‘straight-line’ apportioament of total gain 
to chargeable gain which we have been discussing 
and which is set out in paragraph 24 of Schedule 
6 does not apply to the followmg: 

(т) Quoted shares and securities within para- 

___ graph 22 (1) (а). ^ - 

7 (2) Trust units, the prices 2 БУ ате "Dub: 
lished daily by! the managerg (paragraph 22 
(1) (0). 

.; (3) Land (or interests therein) ih the United 
-Kingdom having deve. ues potential 
(paragraph 23). 

(4) Assets for which the — cius a 
valuation at April 6th, 1c65 (paragraph 25). 

" (5) Shares or securities resulting from a re- 
organization, conversion or amalgamation, 
which took place before April 6th, 1965 
(paragraph 27 (1)). 

Shares and securities which are within- para- 
graph 22 (1) (a) are those wh-ch on April 6th, 
1965, have quoted market values on a recognized 
stock exchange in the United Kingdom or else- 
where or which have had such quoted values at 
any time in the six years ended on April 6th, 
1965. $ 2. 2 (To be continued.) 
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` Subsidiaries of Foreign | 
" Companies — a Тернова 


by HALMER HJDSON, F.C.A. 


Budget attacked what are described as 

‘close companies’. These are United 
Kingdom companies which are controlled either 
by five or fewer shareholders or by director share- 
holders. Belatedly, the Government recognized 
that this would include some very large com- 
panies which were not aimed at, and an amend- 
ment was introduced to exclude companies in 
which the public had a stake of at least 35 per 
cent. 

„Мапу foreign companies have set up sub- 
sidiaries in the U.K. and such companies are 
generally welcomed for the employment of 
labour, the foreign currency and ‘know how’ they 
introduce into the economy. Many of these 
foreign companies are controlled be five or fewer 
shareholders, or by their director shareholders. 
Relatively few of such companies are 35 per cent 
or more owned by the public; as a result, the 
U.K. subsidiaries of such companies are 'close 
companies’, Some of these companies are very 
large, companies. 


A S is now. well known, Mr Callaghan’s April 


Purpose and Effect of the New ТОТА 


The main purpose of legislating against close 
companies is to. prevent the avoidance of surtax 
by individuals by retaining .profits in such 
companies. Since non-residents are - usually 
exempt from surtax under tax treaties, the 
purpose is frustrated where the company is 
foreign owned. The Unitéd States has similar 
legislation but Article XVI of the United States/ 
U.K. Treaty exempts a U.K. company from the 
United States accumulated earnings tax where 
the U.K. company is controlled in Britain. This 
Article is now being frustrated by the imposition 
of similar U.K. legislation. 

Representations have been made to Mr 
Callaghan that U.K. subsidiaries of foreign 
companies should not be treated as ‘close com- 
panies', but without success. It would appesr 
that the Government is quite oblivious to the 
enormous consequences involved. 

· Many of these subsidiaries were set up years 
ago; many of them have never paid dividends to 
their foreign parents: the profits have ђееп. 


ploughed back to the great анар of: the 
British balance of payments. It seems a tragedy 
that the Government is now saying that because 
they are close companies they must pay dividends; 
unless they can justify the retention of profits; 
Such. dividends will flow, in most cases, outside 
the U.K. and thus Britain's economic Porton is 
adversely affected. : 

Surely the policy needed is for the безна 
to encourage all U.K. subsidiaries of foreign 
corporations to plough back instead of insisting< 
on distributions. It is pathetic that where they 
are close companies, they should have to plead 
with the Inland Revenue to be allowed to keep 
profits in the U.K. and thus help the national 
economy. It is not considered that the freeing of 
foreign-owned subsidiaries from these provisions 
would give them an unfair advantage over 
locally-owned companies. 


Drain on Britain’s Reserves 


When Mr Callaghan outlined his new tax laws 
in November 1964, many U.K. subsidiaries of 


foreign companies (whether close companies or" - 


not) must have considered the position of the 
profits they had accumulated -over the years. 
Undoubtedly some took the view that if the 
Chancellor was going to impose income tax on 
those profits when distributed, in addition to the 
U.K. taxes already paid on such profits, some-- 
thing had to be done. 

Obviously many of them must have declared 
enormous dividends in December 1964 round 
to April 1965, which have escaped the imposition 
of income tax. А further factor many will have 
considered is the possibility of devaluation. One 
wonders how many millions of pounds left the 
Sterling Area in this way. 

. Often the companies involved did not wish to 
declare dividends. After all, they have been happy 
for so long to plough back. It was virtually forced. 
upon them. Some companies will obviously" 
declare dividends in the current tax year up to 
the permitted amount and escape income tax. 
À further drain on Britain's reserves will occur. 

Some close companies, which are foreign- 

‘owned subsidiaries, will become branches of the 
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foreign companies so as not to be affected by the 
withholding tax and the stringent rules attaching 
to close companies. 


Case Study 


Consider now the case of the typical Unitei 
States company which many years ago decided 
to set up a base in Europe. Britain was th= 
obvious country to operate from, because of th= 
common language. So the United States compan” 
sets up a U.K. subsidiary and began to manu- 
facture. In due course, the subsidiary started t« 
do business in Europe, either through branches 
or subsidiaries. Commonwealth countries wel- 
come U.K. subsidiaries; branches and sub- 
sidiaries are now set up on a world-wide basis. 
Consequently, the U.K. subsidiary contributes 
to Britain's economy by exporting its products: 
Dividends flow to it from all over the world; i- 
pays U.K. taxes. The fact that it happens to ‘be 
owned by a United States company should no- 
be Britain's immediate concern; it is benefiting 
the financial position just as much as its U.K 
owned counterpart — especially if it ploughs Басі. 
its profits in the U.K. Even if it pays some 
dividends back to its United States parent, only =. 
small proportion of profits may be taken. 
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Naturally the United States. parent company 
views the Government's attitude with some 
alarm. The increase in the U.K. rate of tax on 
distributed profits is substzntial. The overseas 
profits of the U.K. subsidiary — whether in the 
form of foreign branch profits or dividends — will 
become subject to a penal rate of U.K. tax if 
distributed. True, overspill relief will be obtained 
for a few years, but after that the high tax rate · 
on distributed profits looms. 

As a practical matter, it vould be impossible 
for the Government to preveat the United States 
company from arranging that its U.K. sub- 
sidiary's overseas operations are gradually 
collapsed — to be replaced bs branches and sub- 
sidiaries of the United States company in the 
countries concerned. There raay also be a gradual 
contraction in its U.K. operations. If this were 
to happen to any substantial Јертее, the effect on 
Britain's economy could ђе considerable. ` 

It must be appreciated that some of "Britain's 
overseas investments are, in fact, foreign-owned 
via the United Kingdom. Опз can almost picture 
Mr Callaghan standing or. the pier waving 
good-bye with the tears running down his face. 
The fact is they will be runring down our faces, 
unless a lot more thought than hitherto is given 
to this problem. 
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Germany Legalizes Modern 


Accountirg Practices 
by Wirtschaftsp-üfer R. J. NIEHUS 


an Act which legalizes certain accounting 

practices that over the last decade or two have 

been more and more widely adopted in Germany, 

although — strictly speaking — they were.not covered. 
by thé commercial or tax codes. 

Discussion on the necessary amendments has been. 
going on for several years — not only with regard. 
to the proposed new wording of the sections that: 
_ had to be amended, but also on the question whether 
. such amendments were necessary at all. One school 
\ of thought was against amending the law, and ad- 
vocated that things should be left to work themselves 
out. The Bundestag did not take this view and 
decided that the German Commercial Code and the 
General Tax Law (Abgabenordnung) should be 
amended where applicable. 


OY May sth last the German Federal Parliament 


The implications of these amendments are dis- 
cussed below. 


Continuous Stock-taking 

During recent years more and more businesses in 
Germany have accounted for all or part of their 
inventories by the continuous stock-taking method. 
This practice has even been permitted — unofficially – 
by the German tax authoritizs, in particular in 
cases. where the taking of inventories all at one date 
would have placed an undue burden on the business 
or where, due to climatic comditions, it was not 
possible to take a physical inventory at the balance 
sheet date. 

If the саас procedures had been 
followed (practically all inventcries had to be taken 
at least once annually), if the necessary adjustments 


514 


had been’ made. ай! each! valuation, if both values 
and. quantities. of each individral item or group of 
items .had been currently ;recorded on stockroom 
cards. or other récords, and if both values and 
quantities had been.càrtied down to the balance 
sheet date — in short, if the system used permitted 
the business to determine the total value of its stock 
from stockroom cards by extending quantities and 
prices — it'was acceptable for income tax ‘purposes. 


Such methods, strictly speaking, were in conflict 


with section 38. of the German Commercial Code, 
which required a physical inventory to be taken 
‘at the opening of the busiriess ‘апі subsequently 
at.the end of each: fiscal year’. The new law, by the 
inclusion of an additional paragraph to this "section, 
now legalizes the above mentioned procedure. 
Furthermore, the inclusion of the continuous in- 
ventory-taking method in the law: recognizes it as 
a proper accounting pipere It may in future be 
ùs ed P e re 


Ко even if it would not be impracticable for the 

. company to take'a physical inventory at year- 

end, but, e.g. оп account of the time taken 

in preparing year-end statements, such an 

.. inventory would have no practical value, as the 

| processing of.inventory lists might take too 
lorig to accomplish after the fiscal year-end; 


. (Б) for the inventory ‘of assets other than stock 
` (i.e. fixed assets, securities, etc.). 


Physical Stock-taking at other 
than Balance Sheet Date 


In order to be able to present the results of the fiscal 
year as soon as possible after the year-end, an in- 
creasing number of businesses have taken to making 
a physical inventory at an off-date and carrying down 
to the balance sheet date only the values of in- 
dividual items or of groups of inventories. As 
Karsten notes in Die Wüirtschaftsprüfung (June 
1965, page 278) this procedure has been advocated in 
Germany primarily by the subsidiaries of American 
companies but, strictly speaxing, it was not in 
accordance with section 38 of the German Commercial 
Code. It was nevertheless tacitly accepted by the 
German accountancy profession as well as by the 
tax authorities. However, diffculties could arise in 
all cases where benefits and exemptions primarily 
for tax purposes are dependent upon properly kept 
books. T'he two most important such exceptions were 
the following: 


(a) Under the German Income Tax Code, section 
то (d), a taxpayer 18 entitled to carry forward a 
loss to the five succeeding fiscal years provided 
his books have been kept ‘properly’ (ie. in 
accordance with the legal requirements), which 
would not be the case if the physical stock- 
taking was on a date other than the fiscal 
year-end. In such a case the German tax 
authorities could refuse to accept the books 
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of a taxpayer arid deny him the right to carry 
` forward thé loss to the five succeeding taxable 
years and they have done so in practice. 


(6) In bankruptcy proceedings: if creditors to the Y 
State had suffered a loss and if the public 
administrator had come to the conclusion that 

' this loss was a direct or indirect consequence of 
` the bankrupt not having .kept his books 
| popan (i.e. because there was no physical 

- stock-taking at the year-end) the latter could 
be called upon to make up the loss or could 
even be sent to jail because he did not observe 
the requirements of the Commercial Code in 
their strictest sense. 


In future such а taxpayer or creditor will not be 
subject to punishment, because the amended section 
permits the taking of a physical inventory on any 
date within the three months preceding or succeeding 
the fiscal year-end. 

The law does not prescribe in detail how the values 
have to be carried forward from the date of the 
physical stock-taking to the balance sheet date (or 
backwards as the case may be). It simply states that 
these transactions must be recorded in accordance 
with generally accepted accounting principles. This 
is considered to be a wise decision as it leaves 
sufficient flexibility for the development of sound 
principles — always assuming that the overriding 
principle of stock valuation, шу = at the lower of 
cost or market price’, has been observed. 

The German accountancy profession feels that 
in order that the physical inventory established on 
a date other than the fiscal year-end, may be carried 
down (by values only) to the balance sheet date in , 
accordance with such ‘generally accepted principles’, 
the following procedure should be observed: 


k 


(a) Valuations made between physical stock- 
taking — date and year-end should be recorded 
in the general ledger at standard values — either 
for each individual item or for groups of 
products. At the fiscal year-end, such values 
should be adjusted to the "lower of cost or 
market price’. | 


(b) Accounting for the physical inventory between 
inventory and balance sheet dates should be 
done at cost prices and not at standard values 
which may lead to net values above cost or 
market price. 


(c) Adequate adjustments must be made for waste, 
perishability or obsolescence at both physical 
inventory date and, proportionately, at balance 
sheet date. | 


(d) А proper ‘cut-off? has to be made twice: ' 
at physical inventory and at balance sheet date. 


(e) Procedures followed in carrying down inventory 
values from the inventory date to the fiscal 
year-end must be reflected in sufficient detail 
in the books and accounts of the business. 
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New Valuation кше 
(a) Group Valuation 
The new law also amends section 40 of the German 
Commercial Code, which deals with valuation. THs 
change legalizes the practice of valuing ‘identicz’ 


goods or those of nearly equal value in a single amoust 


for balance sheet purposes. This again means that-a 
simplification which in practice has been resorted 
to for many years is now covered by the law. Ard 
such practice may be applied not only where goods 
are ‘identical’, but also where they have ‘nearly {Ёз 
same value’, or where an average value for such goods 
is known. 


(6) Fixed Value 

A second simplification which has long been in u-2 
is the establishment of fixed values for certain asse3 
in particular for raw materials. Companies may nat 
want to take a physical inventory Ma for each 
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part of their stock or fixed assets. Instead, they ma p 
place on a fixed quantity є certain value whi 
remains unchanged for some time with all additions. 
and deductions being treated. as expense. ‘Under 
the new provision, a -physical inventory must be 
taken at the end of each tlirez-year period with the 
fixed value for such goods being adjusted. . 


Microfilms 


While the foregoing changés legalize procedures that 
have been followed in practice to a greater or less 
extent for some time past, end will bring greater 
security to the business man, the fourth and last 
change in the commercial and tax laws shows the 
way to streamlining administrative procedures. If 
certain technical requirements are observed, business 
letters, which must be reta-ned in Germany for 
seven years, may be microfil'ned and the originals 


may be destroyed. : 


The Budget 1965 _ 


I. Introduction 


HEN І read the Chancellor's Budget speech 
of April 6th, 1965, and, some three weeLa 


.later, started to go through the Finance 
(No. 2) Bill published on April 27th, I found ш" 
, thoughts dwelling on the significant changes in prir- 
ciple which were contained in the proposals. It wes 
possible to hope from the Budget speech that, for 
example, the Chancellor’ s proposal to abolish alloy 
ances for a person's own national insurance contribu- 
tions and increase personal allowances, and hs 
proposal that capital gains realized by companies (bot 
short-term and long-term) should be subject to 
corporation tax at the corporation tax гаје, woul 
result in some simplification of our taxation system 
The Bill, however, contained a bewildering mass c= 
technical detail and there seemed very little n le= 
of any worth-while simplification. 


2. The calm and peaceful atmosphere of an Oxfor- 
college seems an ideal setting in which to discuss = 
proposed changes.in principle before they are los- 
sight of in getting down to the task, facing thousancs 
of members of my profession, of absorbing the detai= 
of the Bill. 


IL. Business Entertaining Expenses 
3. The new proposals to disallow expenditure o- 
business entertainment, contained in Clause 141 cf 
the Bill, have been criticized on the grounds that: 
А modified version of an address presented at the Summer 


Course of The Institute of Chartered Accountants = 
England and Wales held at Oxford on July 19th. 


· by К. Н, OATES, F.C.A. 


(a) the Board of Inland Revenue already has 
` adequate powers to deal with unreasonable 
expenditure on business entertainment; and · 
. (b) the new provisions will te less easy to adminis- 
ter than the old, they wil lead to more attempts 
:- at evasion, and "will caus bad feelings between 
the Revenue and taxpayers and their advisers, 
and will tend to bring the law into disrepute. 


7 


. 4. Whilst I share the above criticisms to some 
extent, there is a more fundaneental criticism. It has 
always been an inherent part о: our British social and 
legal systems that a person may do what he wants in 
whatever manner he chooses provided it is not con- 
trary to the common good. Income tax is still a tax on 
profits even though profits are becoming more diffi- 
cult to define and compute, There is по place in a 
taxing system for taxing the efliciency, or inefficiency, 
of management or for directing management as to 
how it ought, or ought not, to manage its business. 
In the complex business worldin which we live today 
it is legitimate for the Income Tax Acts to define 
expenditure which is allowable in arriving at taxable 
profits. The prohibition of an allowance for business 
entertainment expenditure, wFich the business com- 
munity as a whole considers to be expenditure 
properly incurred in earning profits, goes beyond mere 
definition and impinges on the freedom of manage- 
ment to decide how it should conduct its own affairs. 
If а Government can prohibi- the allowance of one 
type of business expenditure today it will be all too 


1 The original proposals, slightly modified, have now been 
enacted in section 15 of the Finance Act, 1965. 
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саву tomorrow to prehibit the allowance of some 
other type of expendi-ure and make further inroads 
into personal liberty ard freedom of action. Clause 14 
of the Bill proposes a change in principle so funda- 
mental.that its implications merit the most careful 
thought. It can never Ee right to try to cure one abuse 
by creating another.. 


Ill. The Capital Gains Tax 


5. What séemed the most obvious change in prin- 


ciple when I read ths Chancelor's Budget speech ` 


was the proposed intreduction of a capital gains tax. 
I recalled at the time -he principle which was stated 
in a famous, and oft quoted, passage in a judgment of 
Lord Macnaghten (it: Attorney-General v. London 
County Council (4 Т.С. 293)) that: 


‘Income tax, if I mey be pardoned for saying so, is 
a tax on income.’ 


Some sixty-five years have passed since 1900, wlien. 


those words were first attered, during which time the 
distinction between ircome anc capital has become 
more and more confuasd. A clear, simple and precise 
definition of income is now impossible. Was the in- 


troduction of a capita: gains tax, I wondered, going 


to clarify the situatior? 


* 6. The proposals as detailed in the Bill lead-me to 
doubt whether there is such an obvious change in 
principle as I first supposed. The detailed provisions 
merely add another.mass of complicated sections and 

` schedules to our alreedy overloaded tax system and 


do nothing to clarify the distinction between income’ 


and capital. The short-term geins of an individual 
will.continue to be treated. as part of his income 
whereas his long-term. gains will be chargeable to a 


new and separate cap.tal gains tax. The new short- - 


term gains provisions: will not apply to a company 
and its capital gains (Бо short-term and long-term) 
will be liable to corporation tax at the corporation tax 
rate. The theory behind treating short-term gains ав 
income appears to be the presumption that a person 
who acquired and disposed of an asset at a profit 
within a short-term -period had the intention of 
making a profit. The person has therefore engaged in 
a venture in the nature of trade and should therefore 
be taxed on the profit as income. Nevertheless, an 
individual will not te entitled to earned income 
relief on his short-term profits. As short-term gains 
are to be treated as pırt of an individual's statutory 
total income, he will b» able to set-off personal allow- 
ances against such gains and they will be available to 
relieve trading losses where claims for loss relief аге 
made against total income. No personal allowances or 
reliefs will be allowed to be set-off against long-term 
gains. Neither short-&rm nor long-term losses will 
be allowed to be setsoff against trading profits or 
other income. Short<erm losses will, however, be 
set-off against currert short-term gains or if un- 
relieved will be availeble to be carried forward and 
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set-off against future short-term gains. Likewise, 
long-term losses will be set-off against current long- 


term gains or if unrelieved will be available to be | 


carried forward and set-off against future long-term 
gains. Thus the various gains rules have the effect of 
ia part defining what is income (or perhaps I should 
say quasi-income) and in part have the effect of 
naking confusion worse confounded. 


IV. А Plea for Simplification – 
Is there a Price to Pay? 


7. There is little dispute nowadays (to quote a 
phrase used by the Chancellor) that our taxation 
system needs simplification. 'The Chancellor has 
daimed that the introduction of the corporation tax 
will simplify company taxation and has implied that 
1-8 introduction will result in fewer abuses and 


Кы 


anomalies. In that a company will now pay one a Е 


сп its profits instead of the former two (income 
and profits tax) it is a simplification but it does not go 
very far. He has introduced new complications in 
separating the tax on the profits of a company from 
the tax on the dividends of the shareholders. It may 
te that when the transition from the old system to the 
rew has been completed, and we can forget about the 
transitional provisions, we shall see things in a differ- 
ent light, but this I take leave to doubt. 

. 8. What is the case for simplification? My reasons 
ere: 


(a) The main structure of our system ought to be 
Clear to the vast mass of taxpayers and should be 
simple enough to be seen to be just and equit- 
able. Its details ought to be capable of being 
generally understood by any reasonably intelli- 

. gent and educated person who is prepared to 
spend a little time reading the subject but who 
has no time or inclination to make a formal 
study of it. 


(5) Too many tens of thcusands of people, on both 


mund 


sides of the Revenue fence, are devoting their . 


energies to various aspects of taxation which 
add absolutely nothing to the economic wealth 
of the country. More and more chartered 
accountants engaged in the work of professional 
firms, both principals and their staffs, are find- 
ing their work less and less rewarding. Many 
members of my profession are men with fine 
brains and undoubted skills and ways must be 
found whereby they can make a more positive 


contribution to the economic good and a more 


rewarding life for themselves. 


(с) It is ludicrous that management is finding itself ` 


increasingly incapable of taking straightforward 
commercial decisions, and putting them into 
effect in a straightforward commercial manner, 
without seeking detailed professional advice 
about the taxation consequences of its proposed- 
. actions. I am not referring to seeking advice as 
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Personal Bank advances. These confidential advances can provide finance for any normal purpose— 
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H you are concerned with transport economics, you will do wall to 
consider Contract Depreciation. CD Is a tried and proved system of 
fleet operation that allowe you to predict accurately your total 
trahsport costs from year tc year—you have new vehicle’ replaced 
regularly so thatthere are few unexpected repalr costs and overall 
costes are reduced considerzbly. 


Advertising-wise, CD assuras you the first-class prestige value of 


maintaining a fleet always modern and well-kept. 


Other ‘major advantagés о; CD are: 


те You get all the tax reiefs every те including investment 
' allowances 


"e Tallor-made contracte mean fewer idle trucks or par: loads 


Ф Consistently good -ehicle condition gives your fleet 
- higher profit-earning potential with breakdowns virtually 
= -* eliminated 


.€ Reduced maintenance and repalrs necessitates fewer 
skilled (and scarce) mechanics ahd smaller workshop 
accommodation 


@ Contract tenders cambe more competitively estimated 
GET ALL THE FACTS ON CD—send for our brochure 
d d Depreciation —the reasons why". 


your secretary to clip the coupon to your letterheading and 
pe it TODAY! 


“CONTRACT: DEPRECIATION by 


7 MARBOROUGE ROAD SOUTH, LEICESTER - Tepes LEICESTER 823281 
PIONEERS OF THE LEYLAND-.PPROVED 
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— STILL THE MOST ECONOMICAL 


To: FORD & SLATER LTD. ГАКВОКОЏСН ROAD SOUTH, LEICESTER 
Yes! Please send me yocr brochure on Contract аи | 
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to how to avoid liability to taxation but simply 
to seeking advice as to how to avoid the ; pitfa ls 
of doing something the ‘wrong way’. ЈЕ is 
equally ludicrous that professional men should 
be devoting so much of their skills and energiss 
to such negative activities. 


@ Long and complicated Finance Acts give scope 
for bigger and better and more complicated 
schemes of avoidance and all that this leads to 
in the long run is bigger and better and more 
complicated anti-avoidance provisions. 


9. Despite such changes as are proposed in the 
1965 Finance Bill which may result in simplification, 
it will still be necessary for taxpayers to compute their 
profits or gains from different sources according 10 
the detailed rules of the various separate schedules 
and cases as hitherto, and to these are now added the 
new rules for computing long-term gains. Although 
a company will be liable to corporation tax on all its 
profits or gains (including short-term and long-tern 
capital ones), it will not be relieved of any of these 
provisions, It will now have to prepare a statement of 
total income, rather on the lines of a surtax computa- 
tion, listing and adding up its various sources of in- 
come computed in a variety of different ways and 
deducting its charges. There no longer seems to be 
any case for retaining all these separate provisions for 
arriving at profits or gains. 


то. If all the separate provisions defining income 
(or what hàve you) are to be abolished then some 
simpler definition must be found. When I was reading 
the Budget speech, I asked my wife if she realized 
that if we bought a few I.C.I. Ltd shares as an invest- 
ment and sold them in a few years’ time at a profit, we 
should now be taxed on the capital gain. She said she 
had not realized this but if I had told her that that was 
always the system she would not have been surprised. 
I asked her why, and she replied that she thougat 
anything which flowed from the use of capital was 
income. Thus with intuitive feminine logic my wife 
gave me a clear and simple definition of income in a 
few words, and I commend this to you for serious 
thought. I am particularly attracted to my wife's 
definition as applicable to a company. It is incorpor- 
ated with a share capital to engage in a trade to make 
profits. It distributes part of its profits and retains 
what remains, after tax, to expand its business ard 
make more profits. At the end of a given period the 
net assets of a company (assuming it is profitably run) 
are greater than at the beginning of the period. What 
could be simpler than to tax this difference? Whilst I 
put this idea forward quite seriously, 1 realize, of 
course, that tax can never be quite as simple as that. 
It does seem to me, however, that there is an urgent 
need to direct our thoughts towards a solution which 
will be much nearer this concept of ‘profit’ than our 
present multitudinous concepts of profits. 


11, In my introduction to this paper I mentioned 
the Chancellor’s proposal to abolish the allowances 
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given for a person's own national insurance contri- 

butions and to counterbalance the loss of relief. by 
increasing the personal allowances. Ignoring for a 
moment the increase in surtax which will result from 
the proposed changes inthe method of giving relief, 

the Chancellor drew attention in his Budget speech 
to the fact that the effect of the simplification would 
be for some taxpayers to pay a little more income tax 
and others a little less. The increase in personal allow- 
ances would particularly help married women and 
widows in employment, апа 'е епу people who do 
not pay national insurance contributions. Thus there 
is rough justice. This sort of rough justice is the price 
we must pay for simplification. There are too many 
provisions which try to be too fair to too many 
people. In my view we pay far too heavy a price for 
absolute equity. This price is complication resulting 
in more and more people being engaged on more and 
more unproductive work. Those who would pay more 
tax as a result of rough justice would stand to reap the 
longer term benefits of economies in the practice of 
taxation on both sides of the Revenue fence and the 
employment in productive work of people released 
from unproductive work. 


12. The increase in income tax payable by reason 
of the simplified method of granting relief for a per- 
son's own national insurance contributions will 
amount to only a few shillings a year. This is no price 
at all to pay for simplification. The increase in surtax 
(which I conveniently ignored in the immediately 
.preceding paragraph) is, of course, part of the price. 
If the provisions of the Bill are examined with a little 
care it will be seen that the effect of clause ro (4) of 
the Bill (now section 10 (4) of the Finance Act, 1965) 
and the repeal of section 377 7 (2) of the Income Tax 
Act, 1952 (and other repeals), in Schedule 19 of the 
Bill (now Schedule 22 of the Act) is: 


(а) to withdraw for both income tax and surtax 

oses the national insurance relief previously 

allowed to individuals in respect of domestic 
employees; and 


(5) to withdraw the national insurance relief pre- 
viously allowed against texed investment in- 
come to various non-trading bodies in respect 
of employees. 


The price to be paid for simplification is now seen to 
be a good deal higher than it appeared at first sight. 
Is it too high? 


V. Does a Public Company have Proprietors? 


13. The major change to be brought about by the 
corporation tax scheme is to separate the taxation of 
companies from the taxation of individuals. Com- 
panies will be liable to the new corporation tax on 
the whole of their profits or gains, and the profits tax 
(which has been confined to companies) will be 
repealed. Shareholders will be liable to income tax 
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on dividends and other distributions made by 
companies. | 
14. There will be scme simplification of the taxa- 
tion system as comparies will no longer be assessed 
on the previous year basis but will now be assessed 
by reference to Ети accounting periods. Мапу 
of the complications ef the commencing, cessation 
and change of accountng date rules will disappear. 


15. The concept of one basic standard rate of in- 
come tax applicable to all classes of tax will disappear 
and there will be the following rather odd conse- 
quences of the propozed system for separating the 
taxation of companies Зог that of individuals: - 


(а) Although a company will be required to deduct 

' income tax from dividends and pay it over to the 
Revenue, this ircome tax will in no way be 
treated as part of the company's liability to 
taxation. Áccorcingly, credit for overseas tax 
paid by а United Kingdom company on its 
overseas profits will be limited to the corpora- 
tion tax paid on those profits, Since corporation 
tax is expectec to be at a substantially 
lower rate than -he present combined rates of 
income tax and >rofits tax there will be а sub- 
stantial loss of double tax relief. This means 
that if a company earning a substantial part of 
its profits oversezs wishes to maintain its present 
level of dividends it will have less profits to put 
to reserves. If it wishes to retain the same pro- 
portion of its prcfits to add to its reserves it will 
have to reduce ics dividends. 

(5) For a transitional period companies with direct 
investments overseas which, on the overseas 
income, pay overseas tax in excess of corpora- 
tion tax, will bs given a measure of relief in 
respect of the excess by direct payment. This 

- has come to be known as ‘overspill’ relief. 

(c) A net United Kingdom rate of tax will cease to 
apply to dividemds paid by United Kingdom 
companies. А stareholder who in the past has 
had his income сах repayment claims restricted 
by reference to the net United Kingdom rate 
will benefit from the removal of this restriction. 


(d) With effect fron a date to be determined in the 
future, a shareholder who receives a dividend 
from an oversezs company will no longer be 
entitled to unilzteral double tax relief for: the 
underlying tax. There will be some exceptions 
to this rule. I- is proposed to re-negotiate 
double taxation agreements to limit credits for 
overseas tax. 

(е) There will be a double liability to tax on capital 
gains. A company will pay corporation tax on 
its capital раше. To the extent that the net 
gains increase Фа value of the company’s shares, 
the shareholder will pay tax a second time when 
he realizes a gain on the disposal of his shares. 


(f) That the double taxation of capital gains creates 
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an anomaly has been recognized in the new 
proposals. Unit holders in unit trusts and share- 
holders in investment trusts will be granted a 
measure of relief when they comé to sell their 
units or shares in respect of the tax on capital 
gains paid by the corporation. The definition 
of an investment trust is somewhat narrow and 
the provisions for relief will not apply to com- 
panies outside the definition. 


(g) Charities, superannuation funds and other per- 
sons exempt from income tax will also be 
exempt from tax on any capital gains which 
they realize. They cannot, however, claim any 
relief from tax on capital gains paid by com- 
panies in which they hold investments. 


16. Under the existing system a company suffers 
income tax at the standard rate (by direct assessment 
or deduction at the source) on its trading profits and 
investment income. Additionally, it pays profits tax 
cn its trading profits and non-franked investment 
income. Net dividends paid to shareholders are 
treated as distributions out of income already fully 
taxed in the hands of the company and are regarded 
аз having suffered income tax at the standard rate. In 
accordance with the new proposals the shareholders 
will not be given any credit for the corporation tax 
paid by the company on the profits out of which divi- 
Gends are paid. The company will now have to act as a 
collecting agent for the Revenue and deduct income 
tax at the standard rate from its dividends and pay it 
ever to the Collector of Taxes. Thus another effect 
cf the proposals will be to treat shareholders not as 


-proprietors of the trade carried on by the company 


Eut as portfolio investors. This is truly a very curious 
sate of affairs. Or is it? 


17. The history of the growth of joint stock com- 
panies can be traced back to the days of the merchant 
adventurers. In those days small groups of merchants 
would join together to finance a trading adventure 
with the object of engaging in an enterprise which was 
too costly to be financed by one man alone, and to 
share the risks. On the conclusion of the adventure 
eneraly repaid and the 
profits were divided up. These merchants were truly 
proprietors. When іс became possible for joint stock 
companies to incorporate with limited liability a 
vastly larger number of people of smaller means were 
enabled to own a stake in a trade. The system grew 
up that instead of all the profits being shared out or 
the trade brought to an end, the shareholder took out 


: dividends and left part of the profits in the company 


im order that it could be expanded. There are private 
companies and there are public companies. I am 


zdvised that the legal position of a shareholder in a ' 


private company and that af a shareholder in a public 


I Section 38 of the Finance Act, 1965, contains provisions 
giving effect to an amendment to the Bill passed since this 
paper was originally written, erempting from tax the capital 
gains of unit trusts for exempt unit holders. : 


` 
» 


| 


September 11th, 1965 


company is exactly the same as that of а merchart 
adventurer. He is a proprietor of the trade. This I сал 
accept so far as concerns a shareholder in a private 
" company. I can also accept that in days gone by a 
shareholder of a public company was, in fact as wel 
as in law, a proprietor. As I dwelt on this matter, I 
began to suspect that the de facto position of a share- 
holder in a public company has changed and today 
he is not a proprietor at all. In order to find ovt 
whether my suspicions were correct I asked mysef 
the following questions: 


(a) Does a man who buys non-voting shares be- 
| come а proprietor? 


, (b) Is the holder of voting shares who accepts 
without a murmur an issue of non-voting bonus 
shares issued by the company (that is, of course, 
by the directors) a proprietor? 

(c) Is the shareholder who has no knowledge cf 
his rights under company law, or who cannct 
understand the company’s accounts, or who 
never attends an annual general meeting, cr 


who has little or no knowledge of who or whet 


the directors are, a proprietor? 


(d) Is the shareholder who is happy if his dividends 
go up, and is unhappy if they go down, but who 
never gives a thought to whether his capital is 
fully or properly employed in the business, a 
proprietor? 

(e) Is the shareholder who follows the advice cf 

‘the board’ as to whether he should accept a 

take-over bid, who does what ‘the board’ tells 

him is right, and never thinks of telling ‘the 
board’ what is right, a proprietor? 

Is the shareholder who acquired a stake in a 
particular trade (presumably because he has 
some interest in that particular trade) but allows 
‘the board? to diversify without a murmur, ar 
who allows ‘the board’ to take over another 
company without a murmur, a proprietor? 

(g) Is the term ‘institutional investor’ consistent 
with that type of shareholder being a proprietor? 

(В) Is the shareholder — and so it goes on — a 
proprietor? 


With.regard to the vast majority of shareholders in 
public companies, the answer to all the above 
questions is ‘No. They are not proprietors’. If they 
are not proprietors what are they? The answer В 
simple, they are portfolio investors and that is exactly 
how they are going to be treated in future for taxation 
purposes. If this is wrong perhaps they have only 
themselves to blame. 


VI. Who are the Proprietors of a Partnership? 


18. Having decided that a company no longer has 
any proprietors, І should have thought there was no 
shadow of doubt that the proprietors of a partnership 
were the partners. However, from conversations 
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which I have had with a number of partners in both 
large and medium-sized firms of chartered account- 
ants, I doubt whether even partnerships have pro- 
prietors. There is a growing tendency for partners to 
regard their practices as contiruing entities to be pre- 
served and held in trust (noc entirely altruistically) 
for future generations of partners. They regard them- 
selves not as proprietors but as managers for the time 
being, drawing a share of profits during their working 
years and a pension when they retire. What a topsy- 
turvy world it is we live in. 


19. It is not proposed in any way to vary the exist- 
ing system of taxing the profits of trades or pro- 
fessions carried on by partnerahips or sole traders and 
such profits will continue to be charged to income tax 
assessed on the individuals cancerned. 1 find it hard 
to fathom whether it is intended to continue the exist- 
ing system for individuals carrying on a trade because 
they are proprietors or whether it is seen as part of the 
deliberate intention of separating the taxation of com- 
panies from that of individuals. Whatever is intended 
there seems little logic in it. Because of the different 
systems, and rates of tax, which will in future apply 
to trades according to whether they are carried on by 
companies on the one hand or by partnerships or sole 
traders on the other hand, consideration is already 
being given to whether the proprietors of small com- 
panies might not be better off to liquidate their com- 
panies and carry on their trades as sole proprietors or 
as partners. Ít is a strange consequence of the pro- 
posed changes that small basiness men may feel 
encouraged to give up the ben=fits of limited liability. 


20. It seems to me that serious thought will have 
to be given to whether the proposals in the 1965 
Finance Bill, which are intenced to reform our taxa- 
tion system (I hope for the better), go far enough if 
the system is to retain some semblance of logic. In my 
opinion we shall have to reach the stage where the 
profits of all trades are liable to tax according to a 
common code regardless of the particular structure 
under which individuals combine together to provide 
the necessary capital and regardless of who manages 
the trade. А partner or sole trader reaps part of the 
rewards for his enterprise as a manager and part as an 
investor. The only real distinc-ion between а partner- 
ship and, for example, a director-owned company is 
the question of limited liability. If some different 
legal structure for a partnersnip was thought to be 
necessary, the structure of an unlimited liability com- 
pany would seem to fit the bill. This would accord 
with the changing attitude towards the de facto status 
of partners. It would, of course, be пе for 
partners (or whatever they would become) to be able 
to draw reasonable management remuneration to be 
treated as earned income. It would not seem un- 
reasonable for income which stems from investment 
(as distinct from management) to be treated as 
unearned investment income. Partners should have 
equal opportunities with proprietors of companies to 
retain profits in their businesses free of surtax. 
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Weekly Notes 


COST ACCOUNTANTS’ EXAMINATIONS 


["HERE were 7895 candidates for the June 1965 
examinations of The Institute of Cost and Works 


Accountants, of whom 3,437 were successful. The, 


prizewinners in the various parts were as follows: 


The S. Laurence Gill Prize for the de place in 
Part V: 

Mr Н. J. Brown, >f Oldham. у 
The Lewton Coronation Prize for the best taper i in 
Advanced Accountazcy and Financial соры 
(Part V): 

Mr W. E. Dann, of Lichfield. 

` The Beyer Peacock Prise for the best paper in Manage- 
ment Principles and Practice (Part V): 

. Mr M. J. Newsone, of Blackburn. 
The Leverhulme Prize for the first place in Part IV: 

Mr A. W. Cowie, of London. 

The Donald I. Мољап Prize for the first place in 
Part III: 

Mr T. B. Smith, 5f Sutton Coldfield. 

The W. B. Flowers Pise for the best paper in Financial 
Accountancy (Part ГП): 

i Mr M. H. Aung, of Birmingham 
The George Russell Hemorial Prize for the first place 
in Part ЇЇ: 

Mr J. M. F. Potter, of Bromborough. 

The Roland Dunker'ey Memorial Prize for the first 
place in Part I: 
Mr M. S. Chishtr, of London. 


The names of thos: successful in Parts IV and V 
of the examination, tcgether with a full summary of 
the results, appear elsewhere in this issue. 


MORE VIEWS ON RATES - 


EMORIES amcng the public of the outcome 

of the last revzluation for rates in 1963 are 
vivid enough to discourage any Government from 
contemplating a new revaluation in 1968. There are 
in fact serious admircstrative problems including, in 
particular, a serious shortage of professional valuers 
in the ranks of the In and Revenue. 

These issues loom large in the memorandum on 
rating and valuation prepared by the Council of the 
Rating and Valuation Association for discussion at its 
forthcoming annual conference. The Council is 
opposed to any delay in the holding of the next re- 
valuation fixed for 1c68. It was the results of such 
recurrent delays that led to the sharp increases for 
many domestic properties in 1963. Furthermore, it is 
generally conceded {аё the present valuation list is 
not entirely satisfactory and the solution to any 
anomalies and equa is to revise the list in its 
entirety. | 
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As far as the shortage of valuers is concerned, the 
Council suggest that the Inland Revenue could 
start the new valuation in stages, beginning with 
commercial and industrial premises which enjoy 
tax reliefs in respect of their rates. In addition, 
the possibility of transferring the task of valua- 
tion back to the local authorities might be con: 
sidered. This is a vain hope, in view of the rising 
importance of central grants, unless a new basis for 


the determination of grants excluding rateable values ` 


B devised. It is quite clear that the time has come for a 
»eview of the staffing position within the Revenue 
Valuation Department and the formulation of policies 
designed to increase the supply of qualified valuers. 
As the Council's memorandum points out, the Labour 
Government’s Land Commission, if and when it 
comes into being, will need many such qualified men. 

In the fields touching upon the interests of the 
domestic ratepayer, the Council’s memorandum con- 
tains some useful and sersible proposals. Like the 
Association of Municipal Corporations, the Rating’ ~ 
end Valuation Association wants to see agricultur; 
fand and buildings re-rated. It also suggests е 
partial rating of empty properties, the charge to be 
based upon the site value. From these two measures 
the Association believes тоо million apiece can be 
raised. It also supports the Allen Committee’s views 
en the need to illustrate the instalment method of 
paying rates. It suggests that this be put on a statu- 
tory basis; at the same time the local authorities may 
find it worthwhile to consider re-introducing dis- 
counts for prompt payment. 


BUSINESS EDUCATION 


HE Board of Trade Journal last week summarized 

developments in business studies within the 
educational system of Great Britain! with the object 
of suggesting a policy which will enable business and 
education ‘to forge their essential partnership in this 
Zeld of study and work towards a sensible national 
dlan’. In view of the interest now shown in the sub- 
-ect it is surprising that the first effort by business 
:ntereste to encourage these studies at University level 
was made only four years ago and the financial help 
available at that time was on a very small scale. At 
che present time more than a dozen Universities have 
Departments of Business Education. 

The fifty to sixty technical colleges (other than 
Tolleges of Advanced Technology) represent the 
second important sector of the educational system 
znvolved, and plans are under consideration to enable 
-hem to take an important part in the organization of 
Jusiness Studies. 

'The article divides business education into three 
stages, education before entry into business, post- 
experience education in the period between entry 
‘nto business and promotion to functional manage- 
ment and finally the period when a man is in line 





= ‘Education for Business’ by J. W. Platt, Chairman, United 
Xingdom Advisory Council oa Education for Management. 
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for general management. While undergraduate and 

postgraduate studies are clearly of importance in 

forming habits of study and laying the foundation о? 

the knowledge required, experience has tended to 
y show that education after а man has a job is the mos: 
` critical for his development as a manager. 


` BRITISH EXPORTS TO EUROPE 


HIS month's issue of The Times Review o 

Industry and Technology contains an article о 
the Chairman of the Export Council for Europe whict- 
claims that British exports to Western Europe coulc 
be increased by £300 million. They have risen from. 
£1,100 million in 1960 to £1,800 million in 1964 bu: 
they stil amount to only 8 per cent of Westerr. 
Europe's imports compared with 14 per cent in the 
case of exports from West Germany. Each increase 


b 
This is My Life... 


by Ап Industrious Accountant 


CHAPTER 293 


ROFESSIONAL ethics are, of course, matters 

of pride to us accountants. We do not prate oz 

the Hippocratic oath, like our brethren in medicine 

, we do not powder our perukes before forming fours 

“as did Marlborough’s grenadiers; we do not cry 

“Т spy strangers!’ if a mere layman talks of cost or 

market value. But there are things we just do not do 

We have rules to go by, and (as the late Sir Harry 
Lauder used to say so cheerfully) we go by them. 

I read the scholarly paper on this thorny subject ir 
The Accountant recently and realized with some alarm 
the problems besetting our colleagues in practice 
They need to tread warily. Indeed, some of us en- 
gaged in industry have known an occasional crisis. 
though we are less imperilled than the Practising 
men. 
` One such crisis originated with Т, our deputy 
cashier. John qualified in his diligent youth, pre- 
viously being secretary of his students' society and 
much given to leaping smartly to his feet at public 
lectures and asking involved but erudite questions. 
Alas, young saint, old sinner. He married a girl whc 
liked parties, get-togethers and revelry, admittedly 
, harmless, into the small hours. John is now plumpish, 
^ genial, of markedly Bohemian outlook and given tc 
fancy waistcoats and bow-ties of unusually contrasting 
hues. Fortunately his standard of work is above 
reproach or suspicion. 

However, he bought a largish йш house some 
time ago, he told me, adding that his wife hoped tc 
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of or per cent represents £25 million per annum, 
and while it may be too much to expect that this 
country's share should rise to the same level as that 
of West Germany, a substantial increase should prove 
possible in spite of the higaer tariffs which the 
United Kingdom must overcome as a result of exclu- 
sion from the European Economic Community. 

The article suggests that British exporters have 
been less successful than thei- competitors in over- 
coming the restrictive measures imposed last year by 
the Italian Government and fhat considerable areas 
on the Continent are largely neglected, notably the 
Rhone valley, south-eastera Germany, central 
Sweden and some other parts >f Scandinavia. 

The article criticizes a number of Trade Associa- 
tions-for their defensivé attituies and their slowness 
to understand how vital their role'can be in leading 
their members into world markets. 





reimburse the overheads by letting’ the upper rooms 
to paying guests. "We might tr7 bingo,” he said. I felt 
for a moment that this was hardly consistent with the 
profession’s native dignity, bu: he explained that the 
local bridge club hoped to rect a room-on Tuesday 
evenings for their duplicate matches, after which 
status symbol rémonstrance became obviously im- 
possible. Besides, he wouldn't have a brass plate on 
the'door, so professional ethics weren't jeopardized. 
Anyhow, the office manager lived down the street and 
his puritan scrutiny would soon report any tendency 
towards development of a gambling hell. ‘No 
baccarat or one-armed bandits,’ I remarked; but 
John seemed horrified at the mere suggestion. He 
liked a party as much as the rext man, he said, but 
none of your Monte Carlo business; no jiggery- 
pokery for yours truly; he knew what was and what 
wasn’t above board. 

In the circumstances I was excusably surprised 
when thé office manager, almost foaming at the mouth, 
entered my office. ‘John’s latest atrocity!’ he stormed. 
‘Really beyond all bounds; we must put a halt to his 
gallop or the suburb will be disgraced.’ 

І sought-to calm him. There must be some mistake. 
John was an accountant; not for him occupations 
lowering us in the public esteem, not for him clip- 
joints or striptease or scanzily: clad . girls selling 
souvenirs, The О.М. laughed a “hollow laugh. ‘Far 
worse,’ he said. "He's seeking permission to open a 
fish and chip shop; he says diee used to be.one there.’ 

"It'll be а goldmine if I can wangle it,’ John agreed 
later, ‘but my solicitor isn't optimistic . . . perhaps I 
could manage a small bowling-alley instead, or make 
funny-faced dolls for export.’ 

Maybe instead of discouraging his enterprise, I 
should urge the board to taze founder shares in 
whatever wild scheme he initiates, subsequently 
making a fortune when he goes public and becomes a 
national figure. 
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Finance and 
Commerce 


Ship Mortgage Finance 


"HE accounts of Ship Mortgage Finance Co Ltd, 
which form this week's reprint, serve to draw 
attention to a serious anomaly in the terms at which 
British shipowners cen build ships in British yards 
compared with the terms offered to foreign owners. 
The foreign owner, ає Lord Piercy, chairman of Ship 
Mortgage, points out, is able by new arrangements 
with the Ыш under the Export Credit Scheme to 
enjoy terms which аге based on a 54 per cent fixed 
rate, 80 per cent of delivered cost and a period of 
repayment of up to ten years. 

A Government amendment to the Finance Bill 
allowing British shipewners to write off the cost of 
new vessels immediately will help British shipowners 
who are making profizs and will help the industry in 
boom times, but it is of limited appeal under present 
conditions and canno: be considered an alternative to 
cheaper finance whici Lord Piercy considers is ‘an 
essential if the Britisa owner preferring to build in 
Britain is to be put ша position to compete with the 
foreign owner’. 

“Fhe Ministry of Transport Shipbuilding "Credit 
Scheme of 1963-64 helped British owners for a time 
but the scheme ended in February 1964 and since last 
November the Government has intimated firmly 
several times that th» scheme is unlikely to ђе re- 
newed in.the near future. 


Cost of Money 


The present positior means that British yards are 
winning a number of orders from foreign ship- 
owners while. Britich shipowners find it worth- 
while on a credit term and cost basis to. build abroad. 
The Ship Mortgage Finance Co, which holds its 
fourteenth · annual meeting in October, was itself 
formed to assist Briish owners to place orders in 
British yards. 

During the year to -he end of last June the company 
provided, or undertook to procure, finance totalling 
£7 million for. some- sixteen ships of all types and 
sizes and, in térms oz business done, the year was a 
record. During the rear the company collaborated 
with Industrial and Commercial Finance Corporation 
in the building of ships in British yards to be bare- 
boat шо to responsible shipowners and the 
company has also огбегед a vessel on its own account 
for a similar scheme. ` 

For finance, a furtner call of £3 million on share 
capital was made las- January and, during the year, 
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zrrangements were made through the company's 
bankers, Glynn Mills & Co, for an extension of à 
revolving credit up to £24 million which is provided. 
by a consortium of clearing bankers. Resources are 
sufficient for immediate purposes but fruitful use 
could be made of much larger resources if the com- 
pany could lend at lower rates. This, as Lord Piercy 
comments, ‘is a question of the cost of money’. 


Some Consolation 


The accounts themselves are unusual for the fact that 
the profit and loss account is incorporated in the direc- 
tors’ report. The balance sheet shows forward commit- 
ments of well over £8 million and the business on the 
books is sufficient to assure an increased gross 
income over the next few years apart from the 
>rospects of new business, 

A useful addition to the accounts is the detail of 
cash movements and business done in the last six 
vears. The information is included in the chairman's: 
statement and is shown in the reprint. 

The estimate for tax shown in the accounts, Lor: 
Piercy points out, is for a transitional year. ЈЕ is 
astimated that on a clear year, with the present level ~ 
of earnings, a 5 per cent dividend and до per cent 
corporation tax would mean a tax weight very nearly 
zhe same as it would be with profits tax at 15 per cent 
and income tax, at 8s 3d in the £. А 35 per cent rate 
of corporation tax would definitely increase re- 
zentions. 

That is some consolation, but the company is not, 
merely concerned with its own position but also with 
zhe position of the shipbuilding industry. 


3utterfield Turnover 


Gee sales are up by approximately 14 per cent 
and trading profits, subject to taxation by 
approximately 26 per cent’, reports Mr А. J: 
Butterfield, chairman of W. P. Butterfield Ltd. Both 
sales and profits i in the year to last March were new 
zecords. The Butterfield group's interests, as the 
zeport shows in detail, cover a wide range of hollow- 
ware, storage tanks, pressings, drop forgings, mechani- 
zal handling equipment and various other capital 
2quipment items. 

Mr Butterfield says he is proud of the group’s 
performance and is sure that shareholders are as well. 
But the turnover figure, none the less, is kept locked in 
the boardroom files. The chairman gives no indication 
as to why this should be so. 

With such wide-ranging output, even if there is an 
accent on hollow-ware and on industrial tankage and 
cisterns, a sales figure would hardly be giving away 
information to competitors — which is the usual . 


reason for non-disclosure of turnover. The opening ^ 


months of 1965-66, Mr Butterfield says, have shown 
а further increase in sales. 

It is s ted that when the closing months 
come round the decision should be taken to include 
the figures in the 1965-66 accounts. 
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SHIP MORTGAGE F NANCE COMPANY LIMITED 


REPORT OF THE DIRECTORS 


d The Directors submit thelr report for the year to 30 June, 1965, together with tha 
audited Balance Sheet at that date and the following Statement of Pr—it and Losi:— 





£ 
“Interest on Advances, etc., Placing and Commitment Fees and other Inco—e, less Interest 
payable (including Interest on debentures £167,500) (1964: £151,648 amounted to 
After deducting: i 
- Administration Expenses .. Se E E vs EM EA 20,112 
Auditors’ Remuneration .. ES fs E S == ea ES 315 
Directors’ Remuneration  .. ae E D ДА us es ae 4,500 
There remalned a Profit, before providing for Taxation, of Ра é 
The estimated charge for Taxation based on the Profit for the year war 
Profits Tax — .. A xx " i РЕ С РЕ xs a 18,500 
Income Tax  .. ya ES as ss ke s = 55 s 89,500 
Corporation Tax (35%), payable 1 January, 1967 T = is Dm 8,000 
The Net Profit for the year was therefore = vs i e 3x s 
To this must be added the Surplus brought forward from the previous «ваг of vs Paka 
Making an available balance of .. - me S3 ai ү 


«< The Directors have decided to write off discount on the Issue of Debenture S=ck of 


The Directors recommend a Dividend at the rate of 597 per annum Jes Income Tax 
on the paid-up Share Capital of the Company ranking for divider= for the year 
to 30 June, 1965, payable on 14 October, 1965, which will absorb — Sà e 


Leaving a Surplus to be carried forward of .. a m 25 2 


A table of cash movements and business done [n tha last six yeas Is set out below. 


Opening 
Commitments 


24927 


65,470 


£114,6€2 


Closing 
Commitments 
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CITY NOTES 


ITH the situation in Pakistan, and at home 

the position of the Government creating fresh 
and unanticipated doubts, the stock-market — at least 
the equity section of it — is in an uncertain mood. In 
small turnover, equity prices move raggedly, and 
principal activity is confined to the gilt-edged market 
and to other fixed interest stocks. Not that the demar.d 
for the І.С.І. stock is a true reflection of the exteat 


of the fixed interest stock demand; there were very 


heavy speculative applications. 

But the strength of the gilt-edged market reflects 
the extent of recovery in sterling, and also a fresh 
fall in the Treasury bill rate. The ‘long’ end of the 
market has kept firm as a result. 

Moves towards further credit support for sterling 
in advance of the International Monetary Furd 


' meeting seem finally to have convinced opinion that 
hes this autumn can definitely be ruled out. 


ut the cost of that achievement, in terms of гезігіс- 
tion of industrial activity coupled with the lack of 
progress made towards an incomes policy must hare 
a depressive effect on equities, 

Political hopes may inspire the market to short- 
lived rallies, but there is little in the shape of a firm 
investment buying basis in this sector of the inves:- 
ment sphere. 

* * * * 


RID figures from the 'Treasury put tke 
United Kingdom balance of eo eee deficit for 
1964 at £756 million — the highest figure ever 
_ recorded. Original estimates put the deficit at £725 


= million. The x964 current deficit, in the revised 


figures, is put at £412 million, compared with а suc- 


plus of {105 million in 1963. At the end of this 
month the Treasury is due ю announce balance of 
payments figures for the seccnd quarter of the year 
and the figures are expected to confirm a strong 
improvement in the payments position. 


* * * * 


HE £12 million rise in Lire-purchase debt to a 

record £1,205 million at the end of July, is ex- 
pected to prove the top figure “or some time. There is 
already evidence in the reduction in the number of 
cars being bought on hire-purchase that the August 
figure is likely to be reduced. 

The shortening of the hire-purchase payment term 
and the attempts of the finance companies to comply 
with the Bank of England's cirective on lending are 
expected to reduce the total debt figures in the next 
few months. 

* * * * 


HE State-owned Transport Holding Co is 

currently buying its way into a bigger share of 
the road haulage industry. ТЕе company's latest deal 
is the cash purchase, for £1,275,000, of the capital 
of Harold Wood & Sons from the Norcros industrial 
holding group. 

Based at Heckmondwike in Yorkshire, Harold 
Wood operates 500 tank wagons for carrying liquids 
in bulk both in the U.K. and to and from Europe. 
The Norcros company says that the deal will relieve 
it of the burden of Harolc Wood’s considerable 
capital requirements. 
` Transport Holdings has undertaken to repay 
£361,000 of loans which Norcros has made to Harold 
Wood. 


RATES AND PRICES 
Closing prices, Wednesday, September 8th, 1965 
Tax Reserve Certificates: interest rate 28.11.64 34% 


Bank Rate 
Nov. 2, 1961 6% Jan. 3, 1963 495 
Mar. 8, 1962 P Feb. 27, 1964 575 
Mar. 22, 1962 i? Моу. 23, 1964 75 
April 26, 1962 44% June 3, 1965 6% 
Treasury Bills Е . 
Juya . £5 ros o66d9, Aug. 6 £5 12s srd% 
Jayo = £s 11s 995d%  Aug.13 £5 ros 10:694% 
July 16 £s tas 463d% Aug.20 £5 10s 799d% 
July23 £5 12s 687d%  Aug.27 £5 11s 2°16d%, 
July 30 5 125 717d%. Sept.3 £5 тоз 6464, 
Money Rates 
Day to day 41-5196, Bank Bills 
7 days 41-5196 2 months 515-675 
Fine Trade Bills 3 months 513-69. 
3 months 714% 4 months 5 95 
4 шошца AN 6 months 541-69, 
mon А р 


Foreign Exchanges 
New York 279 Frankfurt 11-208 
Montreal зой Milan. 174417 
Amsterdam 10:04: Oslo 19'9 
Brussels : 138:5 Paris 13:68 
Copenhagen. 19:38 Zirich 12:05 
Gilt-edged 

Consols 4% 61% Funding 3% 59-69 88% 
Consols 24% 39% Savings 3% 60—70 84% 
Conversion 6% 1972 97% Savings 3% 65-75 738 
Conversion 54% 1974 92% Savings 28% 64-67 93 


Conversion 5% 1971 
Conversion 34% 1969 90 


Conversion 34% 533 Treasury 34% 77-80 74% 
Funding 54% e 914 »easury 34% 79-81 72 

Funding 4% 7 oat peasury 24%. 38% 
Funding sb 6 о кин бо: Victory 4% 96$ 
Funding 3% 66-68 оой War Loan 34% 544 
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Correspondence 


Letters must be authentzated by the name and address of 

the writer, not necessarizy for publication. The Editor does 

not necessarily agree wi h, or hold himself responsible for, 
the op-nions expressed. 


English Institute's Subscriptions 

Sm, – The proposal by the Institute to increase the 
annual subscriptions cífers food for thought. Before 
the last war (and, of course, until recent years), it 
was possible to practice as an associate, with the 
option if one wished oz becoming a fellow, at a some- 
what higher subscription. That. option no longer 
exists, and the minimam annual subscription, which 
was then ХІ 15 is nov £15 15s, with every prospect 
of becoming £18 18s. 

The first reflection which arises is on the all-round 
increases in costs over the twenty-six years. but no 
one, I think, would suggest that any prices are (as yet) 
eighteen times as much as in pre-war days, and it 
would be preposterous to suppose that accountancy 
fees are an exception. The second reflection is that 
the Institute is supposed to be giving greater services 
to members, but for my part I find it difficult to 
see that these services-are so great as to warrant what 
are virtually colossal imcreases in the subscriptions. 

The inference which arises is that there must be 
possibilities for very considerable economies which 
ought, in fairness to tke general body of members, to 
be explored. One or two of these possibilities present 
themselves as obvious. Restrictions, for instance, on 
the amounts spent on Students’ Societies. Then there 
are printing costs; ths notice of the special meeting 
to be held on Septercber 23rd comprised ten pages 
of printing on heavy paper and was accompanied by 
a further four pages о: printing and a proxy card. All 
this matter is intended for members, and not for 
коре outside the profession, and after having been 

ead is no doubt cons;gned to the wastepaper basket. 
The same purpose wculd have been served if it had 
all been produced less expensively. 


Yours faithfully, 
PROVINCIAL MEMBER. 


Sm, — Having just received a copy of the Institute's 
resolution increasing the annual subscriptions from 
members, I am wondering just what benefit members 
not in practice derive from the Institute's activities, 
the development of which is going to cost во much 
money. 
I have been a meraber not in practice for thirty 
yor during which time I have received annually a 
List of Members anc in recent years a Members’ 
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Handbook (of doubtful value, except perhaps it 
eaables the commercial accountant to anticipate 
Prints raised by his company's auditors), and nothing 
else. 


Beyond this, I cannot see that any of the activities 
of the Institute have helped the commercial account- 
ant in any way whatsoever. А lot of time and money 
Fas been spent on committees examining taxation and 
company law and similar subjects but looking back 
cver the years I cannot see what practical benefit has 


teen achieved. 


Looking at the Explanatory Note accompanying 
tae resolution referred to, the additional revenue 1s to 
Ee applied on technical activities which, as far as I can 
see, consist of teaching the older members in practice 
what a computer can do and in publicity designed to 
bring more work for members in practice. Over and 
£bove this, 7 per cent of total expenditure is being 
peserved in cage the Council think up some new 
gimmick in the next three У euis То all this, 23,285 , 
members in the United dom not in practice 
ere going to pay an additional Spir What are th 
going to get for their money? 

ope that all members not-in-practice will vote 
zgainst this resolution which is entirely designed to 
benefit the 11,223 members who apparently cannot 
make their practices pay. 

Yours faithfully, 

LEWIS J. PAYTON, БА. | 


‘Cash at Bank’ 


Sir, ~ The submission of ‘Datesec’ in your issue of 
Qu 28th that the unadjusted bank balance accord- 
to the concern's bankers should be entered in the 

ce sheet is quite correct. pa 

Бао traditional method of entering the concern's 
eash-book balance will often show anything but ‘a 
true and fair view’. 

For example: the cash-book may show an over- 
drawn position while the bankers have funds in hand. 
Zurther the articles of association may not permit 
Sorrowing | 


London WCr. 


on Yours faithfully, 
London ECI. D. A. DUNFORD. 
Зв, — The subject of the letter in your issue of 
August 28th, as to whether to show ‘cash at bank’ as 
"ће cash-book balance or the pass-sheet balance, is al- 
most as old as accountancy itself. Your correspondent 
appears to sce only one side of the question when he 
expresses the opinion that the only accurate balance is 
а ав shown in the bank statements. Many account- 
ants, however, are of the opinion that when a cheque is 
drawn and signed, a very definite step has been taken . 
which materially alters the position of the creditor · 
zoncerned and that his debt should therefore. пої 
“igure in the item ‘sundry creditors’. 

My firm at one time acted for a company which 
Daid its professional staff weekly by cheque, the 
amount involved being some £2,000 or so each week. 
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The company had overdraft facilities which were con- 
sistently exceeded by the undisclosed overdraft of 
unpresented cheques, as it was well known to the 
company that the persons to whom the cheques were 
given.took two to three weeks before presenting thei: 
cheques. When preparing the accounts of that com- 
pany, we felt that the directors and shareholders 
should have it impressed upon them by the balance 
sheet that this was in fact taking place, and we were 
of the opinion that to use the pass-sheet balance 
would not have disclosed the true state of the com- 
pany’s affairs. 
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On the other hand, in tke case of incomplete 
records cases where there is no cash-book kept and the 
bank pass-sheets are analysed, we often use the pass- 
sheet balance for’cash at bank in the balance sheet. 
Circumstances alter cases, and the older one gets in 
accountancy the more опе rea izes that there are two 
sides to every question. - 


Yours faithfully, 
T. H. HAZLEM, r.A.C.C.A., F.C.I.8. 


London Ст. 





Taxation Cases 


Full reports of the cases summarized in these columns 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases’. 


Cooper v. Rhymney Breweries Ltd 
In the High Court of Justice (Chancery Division: 
July 15th, 1965 
(Before Mr Justice Cross) 


Income tax — Brewery — Contribution to trade associa- 
Hon — Trade association to obtain poll for 
je opening of licensed premises — Sunday closing (Wales. 

ме Act, 1881 — Licensing Act, 1927, section 2 — Income 
Tax Act, 1952, section 137 (a) — Licensing Act, 1953, 
section ттт — Licensing Act, 1961, section б. 

The respondent company had 680 tied or managed 
public houses, of which 202 were in the County of 
Monmouth and the remainder in Wales. Under the 
Licensing Act, 1921, section 2, no permitted houre 
for public houses on Sundays in Wales or the County 
of Monmouth were allowed, but clubs were allowed 
to open during prescribed hours on Sundays. Mem- 
bers of the South Wales Breweries. Association con- 
sidered this arrangement to be unfair, and the 
association kept up continuous pressure for public 
houses to be allowed to open on Sundays. By section 
6 of the Licensing Act, 1961, the restriction on the 
opening of public houses on Sundays was made 
subject to a poll of the local government electors for 
the various counties and county boroughs. A poll 
had to be requisitioned by not fewer than 500 electors 

А for the county or county borough in question, and a 
requisition could not be effective unless it was con- 
tained in one or more requisition papers, nor unless 
the requisition papers were delivered to the clerk of 
the county council or the town clerk of the county 
borough within a specified period. By another poll 
the electors could reverse their decision that there 


was to be Sunday opening, but a poll for opening 
stood for seven years. 

In. order to stimulate interest in the question, and 
to obtain the necessary signatures for the requisition 
of polls, the National Trade Development Association, 
of which the company was a member, spent £36,036, 
and the company's share of that expenditure was 
£5,500. As a result of the polling only sixteen of the 
company's public houses rema:ned subject to Sunday 
closing. The company's object in incurring the 
expenditure was to increase its sales. There was no 
dispute that the expenditure was made wholly and 
exclusively for the purpose of the company's business, 
and the question at issue was whether or not it was 
capital expenditure. 

For the Revenue it was contended that the £5,500 
was expenditure made once and for all with a view to 
bringing into existence an asset or advantage for the 
enduring benefit of the trade; and that the Sunday 
opening of the company's public houses for at least 
seven years was an advantage of an enduring character. 
It was contended on behalf of the company that the 
£5,500 was revenue expenditu-e. The Special Com- 
missioners decided in favour o: the company. 


Held: the Special Commhissioners’ decision was 
correct. 


Pilkington v. Randall 


In the High Court of Justice (Chancery Division) 
July 2oth, 1565 
(Before Mr Justice Cnoss) 
Income tax — Property-dealing — Inheritance of land ~ 
Purchase of land from co-devizee — Sales of land – 
Whether property-dealing carried on — Income Tax Act, 
1952, Schedule D, Case I. 

The appellant’s father made ais will, appointed the 
appellant and another person tc be his executors, and 
gave them his residuary estate on trust for sale. The 
income was to be paid to the widow for life, and then, 
in the event of his two cbildren, the taxpayer and his 
sister, surviving him, to them im equal shares. On the ` 
death of the widow in 1945 the -axpayer and his sister 
became entitled in possession azcordingly. 
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Between 1929, when the father died, and 1939 the 
executors made several roads on the land forming 
part of the residuar- estate, and they sold about 
thirty acres in plots, = that in 1939 there were about 
seventy acres left. Some of the plots were let on long 
leases, and after the S2cond World War the executors 
distributed the ground-rents, i.e. the freehold rever- 
sions. In 1947 the other executor died, and from then 
onwards the taxpayer, as sole executor, held the estate 
on trust to sell it апі divide the proceeds between 
himself and his sister From 1949 to 1953 the appel- 
lant as executor sold. more of T land and in the 
latter year there were: about forty-five acres left. | 

In 1953 a difference of opinion arose between the 
taxpayer and his sister as to the disposal of those 
forty-five acres. The sister wanted all the land sold 
as soon as possible, so that she could have her half 
share of the purchese price; while the taxpayer 
wanted to spend monzy by building roads and sewers 
and then to dispose cf the forty-five acres gradually. 
In 1954 the taxpayer bought out his sister’s interest 
in a ten-acre plot for 114,000, and in the following year 
he bought out her share in the remaining thirty-five 
acres for £16,400. Subsequently the taxpayer con- 
structed a service rozd, and had drains and services 
installed, во as to sell lots to the best advantege. ‘The 
sales were made throagh an estate agent. 

Assessments were made on the taxpayer for 1953+ 
54 to 1962-63 in sums totalling £55,000 in respect of 
profits in the development and sale of land. 

It was contended cn behalf of the taxpayer that he 
had improved and developed an inherited property 
and that the sales-were merely realizations of the 
inheritance and were not trading transactions. It was 
contended on behalf ef the Revenue that the taxpayer 
had commenced a trade as an estate developer in 1954, 
when he purchased t3e ten acres from his sister; and 
that that trade included all the purchases and sales of 
land thereafter. Тће General Commissioners decided 
in favour of the Revenue. 


Held: the General Commissioners! decision was 
correct. | ` 


Turner v. Last 


In the High Court of Justice (Chancery Division) 
July 21st, 1965 
(Before: Mr Justice Cross) 


Income Тах — Proper-y-dealing — Farmer — Purchase of 
two fields — Subsequent sales — Whether transactions 
of property-dealing — Income Tax Act, 1952, Schedule 
D, Case 1. 


In 1952 the appellant took over a farm of which his 
father had been the tenant. The farm included two 
fields, Green Field of about ten acres and Chapel 
Field of three and taree-quarter acres. Chapel Field 
was sub-let. The tctdl area of the farmi was about 
one hundred and twenty acres, and the taxpayer 
paid a rent of £4 to £5 an acre. 
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At March 31st, 1960, the taxpayer had an overdraft 
9f £3,189, and other creditors of {919 in respect of 
nis farming business. His farming assets were stock 
£3,410, debts £555, thus making the book value of 
zhe assets to be £4,865 as against an indebtedness. of 
_ust over £4,000. The taxpayer also owned a freehold 
aouse with a shop, which was let to a tenant. 

Green Field and Chapel Field were owned in 
Zreehold by two brothers who both died, the one 
shortly after the other, and in 1960 their executors 
asked the taxpayer if he would like to buy the fields. 
Planning permission had already been obtained for 
zwo building plots on a portion of Chapel Field. The 
purchase of the two fields by the taxpayer was com- 
pleted in 1961, at a total cost for both fields of £1,700. 
In September 1961, the taxpayer obtained possession 
of Chapel Field from the tenant thereof, to whom he 
paid £269 тоз for vacant possession. Не sold the 
portion of Chapel Field, for which planning permis- 
sion had been given, through an estate agent in the 
same year for £1,270. At the date of the hearing of” 
the appeal before the General Commissioners the 
taxpayer was still farming the remainder of Chapel 
Field. He admitted that, when he bought that field, 
he had the intention of selling off the portion for 
which planning permission had been given. 

Soon after the purchase of Green Field, the tax- 
payer was asked to sell this piece of land, and he 
eventually agreed to do so for £6,800 if planning 
permission could be obtained. Before that could be 
done the taxpayer changed his mind about the sale. 
‘The proposed purchaser then sent him a cheque for 
£680, the deposit of 10 per cent of the intended pur- 
chase price of £6,800, but the cheque was returned by 
the taxpayer’s solicitors. Later the proposed purchaser 4" 
obtained planning permission, and the taxpayer 
contractéd to sell Green Field to a company owned 
by him for £12,000. Shortly after these two sales, 
which left the taxpayer with three acres out of the 
total of thirteen and three-quarter acres that he had 
purchased, he acquired the tenancy of another fifteen 
acres, во that he continued to farm approximately 
“one hundred and twenty acres. | 

'The taxpayer was assessed for иге in the sum 
of £11,277 in respect of the trade of a property-dealer. 
It was contended on behalf of the appellant that his 
business was solely that of farming and that the 
transactions concerning the two fields were isolated 
transactions which were insufficient to support an 
assertion that he was a property-dealer. It was con- 
tended on behalf of the Revenue that the taxpayer's 
financial position at the time of the purchase of the 
two fields would not allow him to hold the land 
indefinitely; that he had bought land with develop- 
ment value; and that the inference to be drawn from " 
the facts was that he bought the fields with the 
intention of realizing them at a profit. The General 
Commissioners decided in favour of the Revenue. 


Held: the General Commissioners’ decision was 
correct. 


P 
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When your client wants 


—— — — 


Unit Trust Life Assurance- NEW x 
UNTHOLDERS THE MOST 


OAVINGS — COMPREHENSIVE 
РЕАК... H LEASING SERVICE 


у AUN completely ré-equips and modernises your 
* A WIDE RANGE OF PLANS:— ` J office—with no capital expenditure (not even 
8 deposit), no delay, and only the most 
The Britafinia Guaranteed Savings Plan t unobtrusive rental, carrying full tax relief. Dial 
The Insured Savings Plan offered In con- FLE 8792 or visit your locat Straker Bedser 
junction with’ all the Unit Trusts of the - branch—there are 33 in anc around London. | 
| The Straker Bedser Leasing Plan enables you 
, : : Ki |to choose from a /imitless range of top 
' .end the Britannia Group. `° — es [quality office machines ana furniture 
AGENTS’ COMMISSION of 2% of the BE (whatever you want, we'll supply). Provides 
nomirial value of a plan is payable; 14% E Hoc Се on өпсө шаппа by ап : 
| а А [established Consultant. Even helps you with 
. in equal quarterly payments for the first $$ .Icarpets, curtains, decor. Mcre and more ` 
' year with the balance spread evenly over- MES [companies are transforming their offices and 
the whole period of the Plan. 3 [conserving their capital thrcugh the Straker 


у 3X REGULAR ADVERTISING ió Back up F Bedser Leasing Plan. Look nto it now. 
. your own sales efforts. , a 


. Save & Prosper Group, the Unicorn Group 


Brokers requiring further information or leaflets 
for their.own use should contact:i— > - . - 


'UNITHOLDERS STRAKER BEDSER 
tes" LEASING PLAN 


. KEMP HOUSE, 150-160 CITY ROAD i Ludgate House, Ludgate Circus, London . E.C.4. FLEet Street 8792 
LONDON E.C.1 
TELEPHONE: CLERKENWELL 9504 
Digi ме Apu rot rd Tie Ste Be Lus Pino cde thse cig ara 
in place of a conventional endowment : ELECTRIC & НАНО ADI MACHINES - Burroughs - 
assurance policy. 
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print invoice 


allccate stock 
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prepare dispatch note 
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update customer's account . 
provide stock level warnings 


accumulate statistics 
all in one aperation 





‘Whatever the app Ication - whether It's proces- 
sing а customer's order (as above), payroll, 
costing or manufecturing control- Disk Pack is 
the way towards a more efflcient use of your 
computer. In one run, with Disk Pack, you can 
get directly at all the records affected by a 
transaction. You avoid repetitive sorting of 
input and searching through files. And your 
company's records are constantly up-to-the- 


DIRECT ACCESS 


итн ІВМ. 


minute. Disk Pack is one of a wide range of iBM 


direct access devices. IBM has the equipment, 
and even more important, the experience and 
programming support to meet the needs of 
any company, large or small. Find out more 
about direct access now from your local IBM 
office or Mr. Р. D. Riches, Industry Marketing 
Manager, IBM United Kingdom Limited, 101 
Wigmore Street, London, W.1. Welbeck 6600. 


~ 
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Certified Accountant Students’ 


Certified accountant students assembled at New 
College, Oxford, on September 3rd, to participate in £ 
Students’ Residential School organized by The 
Association of Certified and Corporate Accountants 
The school was the second of a series inaugurated as 
part of a programme to supplement the educational 
facilities provided by the professional teaching organ- 
izations, and it fully maintained the high standard set 
by its predecessor. The school was organized by Mr 
D. R. Dawes, А.А.С.С.А., assisted by a committee of 
members comprising Messrs D. F. Goch, H. J. Harvey, 
A. W. Nelson, D. F. Stroud and C. H. Watson. 
'The school was based on a pattern of technical 
{sessions which combined lectures and practical working 
periods extending from Friday evening to the Sunday 
afternoon. This formula had been devised for the in- 
augural school held in March of this year, and auch 
was its success that it was decided to adopt the same 
method for this one. | 
'lhe tuition was provided by certified accountants 
drawn from all sides of the profession, supplemented 
where necessary by specialist lecturers for the legal 
and economics sections of the programme. An interest- 
ing feature of the syllabus were the practical sessions 


Residential School 


involving group working of exercises based on those 
aspects of an accountant's work which are not normally 
dealt with in the standard student textbooks. 

'The programme left little time for social activities, 
but this made the Guest Night Dinner in Hall on the 
Saturday evening a particularir welcome break from 
the day’s labours. During the course of a short speech 
following the dinner, the Assoc-ation’s Vice-President, 
Mr W. Sholto Olleson, T.D., Е.А.С.С.А., presented the 
Jubilee Golf Trophy to this year's winner, Mr H. 
Pepper, Р.А.С.С.А., of Leeds. 

At the closing session, Mr Nelson stressed the 
importance of the school as a regular feature of the 
Association's calendar and referred to the good res- 
ponse for enrolments; as a result it had been decided 
to extend the next school in March 1966 to four 
days. 

Mr Sholto Olleson thanked ell who had taken part 
in the technical and administrative organization; he 
referred to Mr Dawes and his committee as ‘dedicated 
men' with a spirit of initiative and enterprise. 

A spontaneous vote of thanks proposed by Mr 
G. G. D. Swann, a Final II student, was accorded 
by all students present. 





M 
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Association), А. C. Jackson, A.A.C.C.A., Н. J. Harvey, Е.А.С.С.А. 
The Vice-President, Mr W. Shoko Olleson, T.D., F.A.C.C.4., Mr В. Statham, C.B.E., J.P., F.A.C.C.A., and Mr V. К. Chennell, 
F.A.C.C.A., were or duty as officials at the final round of th» Jubilee Golf Trophy (referred to under ‘Notes and Notices’) 
‘when this photograph was taken. ` EIN | 
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For Slicing Sheets 


CCOUNTANTE who wish to dispose cf confi- 

dential material cen do вођу use of the Safetyshred. 
This will slice up to three sheets of paper or tv/o-sheet 
card at a time; the motor starts when the papers are 
D and stops as оол as the last fraction has been 
sliced. 

The machine weigbs 13 lb. 2 oz. and can be used 
flat on the desk-top о: upright on the floor; in either 
place, the machine is almost silent in use and, it is 
claimed, will not distmrb a telephone conversation. 

Price: £28. 

I.C.C. Machines Lid, 248 Tottenham Court Road, 
London Wi. 
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` The ГСС. Safetyshred 


Files — V'ithin Easy Reach 


first British uszr of Remington Rand Lektriever 
automatic filing units is the Bank of London and 
South America, who nave just installed two in Bolsa 
House, their new building in Cheapside, London. 
These tall units with their electro-mechanicel push- 
button shelf-selection system should reduce by at least 
50 per cent the space tnat would otherwise be accupied 
by the files of BOLSA’s International Banking Division. 
Lektrievers, which are made in a wide variety of 
sizes, work on the sane principle as the Remington 
Kardveyer card indies. Each cabinet contains a 
number of shelves which rotate vertically in either 
direction. One girl operator, seated at the work table 
attached to the Lektriever, can reach as many files as are 
normally stored in twelve or more standard cabinets, 
simply by pressing a Sutton to summon any shelf she 
chooses. Cabinets can, therefore, be far taller than usual 
and use made of the &»ace which is normally wasted. 
Deaigned by Remirgton and BOLSA. in ccllabora- 
tion, the main system uses colour-coded manilla 
folders maintained in alphabetical sequence by 
customer names. Касі file holds two years’ documents 
and each two-year sequence is stored on separate 
adjacent shelves. The Lektriever selection buttons, 
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New Offic 


-ndexed to correspond with this arrangement, allow 
access to any file within seconds. 

A new transfer system provides for removal to 
archives of one batch of files every two years. This 
system is far simpler than the previous method where- 
эу а clerk had to scan file contents and decide which 
documents to relegate. 

More effective control cari be exercised, too, with 
she new system. One girl looks after each Lektriever 
cabinet and no file may be removed without her 
consent. ‘Out’ cards are now used to indicate the 
ocation of any borrowed file. The girls, who pre- 
viously had to walk constantly from one cabinet to 
another, find work far less tiring and enjoy the prestige 
of using the new automatic equipment. 

Remington Rand Ltd, 65 Holborn Viaduct, London; 
= Ст. 

Pointing Pencils 

T2 get ‘with-it’ in the office, a modern executive 

hasa battery of phones, а remote-dictation station, 
3 desk-blotter and other accoutrements. Now, one more 
zan be added — an electric pencil sharpener which will 
2oint a pencil in two seconds. Seriously though, this 
anit, known as the Penner P,S3, has a use in the design 
studio or drafting.office where expensive labour often 
лав to sharpen its pencils before getting down to work. 

Price: £7 175 ба. 


Teletronics Ltd, 1 Great Cumberland Place, London 
Wi. 


Fifteen Copies – Without Carbon E 


N additional quality. Sinecarbon B, to give a 

greater number of copies is now available in the 

range of Stnecarbon and Copyfix self-copy papers from 
Gordon & Gotch Marketing Ltd. 

Trials among users of multiple sets have proved 
zhat ten to twelve legible copies can be produced on a 
manual typewriter and fifteen on an electric machine. 
As a result of the tests, an engineering firm, using 
manual typewriters, have adopted ten-part export 
-nvoicing sets in Stnecarbon B. Before the introduction 
of Sinecarbon, export invoices had to be typed twice to 
>roduce the required number of copies for the cus- 
comer, internal use, customs clearance and exchange 
control use. | 

A number of data-prccessing installations have 
changed to Sinecarbon B three-part and four-part 
zontinuous listings because of the quality of reproduc- 
sion and trouble-free running of Sinecarbon four-ply 
isting sets. Six-ply sets have been successfully printed 
at 1,800 lines a minute. 


Sinecarbon B, used without interleaving carbons, is . 


supplied in two standard copy colours, black and blue. 
The black reproduction is said to be suitable for subse- 
quent photocopying or Xerox copying. Five base-paper 
colours are available; white, blue, green, pink and 
yellow. 

Price: Available on Application. 

Gordon & Gotch Marketing Ltd, 7 Western Road, 
Mitcham, Surrey. 


» 
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Addressing - at 7,000 an hour 


OM lightweight Elliott address stencils, which | 


can be prepared on a standard typewriter, up te 
seven thousand addresses an hour can be printed on a 
wide range of materials — fed automatically or manually 
— by the new Dymatic 7000 machine. 

‘The automatic 'punched-hole' selector makes i: 
possible to seek out and print any portion of a mailing 
list without disturbing the filing sequence. For instance, 
а 12,000 mailing list can. be searched, 2,000 патез 
selected and the envelopes addressed, within an hour. 

Price: £2,500. 

Elliott Business Machines Ltd, Astronaut House; 
Hounslow Road, Feltham, Middlesex. 
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The new Elliott Dymatic 7000 Addresser 
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Offices Without Paper 

IRMS will have.to abandon conventional filing 

methods and throw out filing cabinets if the growth 
in paperwork continues st its present rate, says. the 
3M. Co. According to a statement issued at а recent 
demonstration of a new microfilm system, only elec- 
tronic data-processing systems and microfilm offer апт 
solution to strangulation by paperwork in the nea- 
future. But only the large firms can afford electronic 
data-processing and, until recent years, microfilma 
d equipment makers have not been able to solve the 

problem: of cheap, quick accessibility to routine paper- 
work, particularly everyday correspondence. 

Two new pieces of equipment which together cost 
£1,360 and take up no more than half the space of а 
desk top could, say 3M, ђе the answer for any firm 
that at present has twenty or more filing cabinets. 

According to 3M, the system offers a saving in space 
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of at least до per cent, а saving in retrieval time and 
effort, greater security of the information (because the 
documents on microfilm are always kept together) and 
8 reduction of refiling and risk of misfiling. 

‘Indexing is by means of a simple integrated counter 
on the camera unit and another on the reader/printer; 
this method enables any one document in a reel of 
3,000 to be retrieved in forty seconds and a print made 
in a further six seconds. 

However, it does not involve a reorganization of 
methods: documents are microfilmed and annotated 
in the same sequence and with the same identification 
as with conventional filing . The film cartridge 
eliminates the need for handling the film, and it aleo 
carries the index that enablea the operator to find 
quickly and easily any document cn the reel. 
we Co Ltd, 3M House, Wigmore Street, London 

I 


l Mailroom Equipment 
Tai units — a weighing scale, a postal franking 
machine and a letter opener — are included in a 
new ‘Mailing Centre’ introduced by Pitney-Bowes. All 
three units have been available for some time and their 
presentation as a complete mailing centre seems 
logical, in fact one is tempted to ask why it has not 
been. done before. 

Many firms are equipped in a similar way already, 
but for those firms who are not, Pitney-Bowes state 
that ‘the Model 5—107 mailing scale has been designed 
to provide swift, accurate assesament of postage; it 
eliminates guesswork from assessing postal rates and 
helps to ensure that the exact postage is paid’. 

„ The new style indicator shows the postage required 
on the scale’s chart which covers foreign, Common- 
wealth, printed-paper, and inland-letter rates. Air 
mail rates are clearly indicated in red for quick identi- 
fication and correspond with the ‘A’ (od), B’ (1s 3d) 
and ‘C’ (1s 6d) zones as shown in The Post Office Guide. 

Also included in the ‘Mailing Centre’ is the Model 
5500 postal franking machine that provides postage in 
denominations from $d to 995 11$d in one impression, 
and stamps, seals and stacks mail in one operation. 
Finally, there is the Model LH mail opener, which 
opens оре ир їо буе times faster than hand- 
slitting them. 

Prices: Model S—107 £45; Model LH £30. - 

Pitney-Bowes Ltd, Harlow, Essex. 


|: 
Um 
| 





The three-umt Pitney-Bowes Mailing Centre 
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Notes and Notices 


PROFESSIONAL NOTICES : 

Messrs L. E. Анвоузиітн & Co, Chartered Account- 
ants, of North Shields, announce that their practice 
has become associated with Messrs ROTHENBERG 
Nose & Co, Chartzred Accountants, of London. 
Mr L. E. ARROWSMITEH, F.C.A., and Mr M. W. ELLIOTT, 
A.C.A, have been joined by Mr W. D. RoruENBERG, 
M.A., A.C.A., а partner in ROTHENBERG МовеЕ & Co. 
As.from September Ізі, 1965, the firm of І. E. 
AnnowsMrrTH & Co will be known as ARROWEMITH 
NonaLE & Co. Меззез ROTHENBERG NoBLE & Co will 
continue to practice umder their present style. 

Messrs Coorer Ввотневѕ & Co and Cooprrs & 
LYBRAND announce that they have taken into partner- 
ship in Johannesburg, South Africa, Mr Eric J. 
EASTON, A.8.A.A. 

Messrs PANNELL FI7ZPATRICK GRAHAM & CREWDSON 
announce with much г=рте( the death in a road accident 
of Mr BENJAMIN ÉNOS, A.8.A.A., a partner in their Ghana 
firm, who had been w-th the firm for thirteen years in 
London and Accra, апі who leaves a widow and young 
children. 

Messrs HARMOOD-EANNER CASH STONE & MOUNSEY 
of Wrexham and Messrs Lroyp WILLIAMS & SUNTER 
of Wrexham announces that as from September 2nd, 
1965, they have: combined their practices under the 
name of Harmoop-Banner, SuNTER & Co. The 
partners in the new firm are Mr N. C. SUNTEP, F.C.A., 
Mr Н. C. Mounsey, E.C.4., Mr К. №. ROBERTS, F.C.A., 
Mr T. A. CLARK, F.C.4., and Mr M. C. SUNTER, F.C.A. 
'The combined practice will be carried on at District 
Bank Chambers, Overton Arcade, High Street, 
Wrexham. The resident partners are Mr N. C. 
Sunrer, Mr Т. А. Ставк, and Mr M. C. SuNTER. 

Messrs Luxon, Weer & Co, Chartered Accountants, 
of Plymouth, announce with regret the death of Mr 
REGINALD GRIFFITHS BAILEY, F.C.A., C.A., on August 
ag. 1965. Mr BAILEY was 59, and had been associated 

th the firm, with whom he served his articles, for 
Бема forty years. 

Messrs SHEARS AND GILBEY, Chartered Account- 
ants, of 27 Gloucester Place, London Wi, announce 
that as from September 1st, 1965, they have ecquired 
the practice of the late REGINALD FRANK WELLS, 
Е.СОММ.А., which wae carried on under the name of 
R. Е. Wers & Со. 

Messrs Percy Е. Warp & Co, Chartered Account- 
ants, and Messrs STRACHAN & Co, Chartered Account- 
ants, of Newcastle cpon Tyne, announce that Mr 
Joun С. Davison, ..C.4., has been admitted into 
partnership as from September ist, 1965. 


Appointments 

Mr 5. Armstrong, F.C.W.A., has been appointed 
нт of Edgar AlEn & Co Ltd, as from September 
oth. 

Mr J. Jordan, F.c.w.a., has been appointed chief 
accountant of Chance Brothers Ltd. 

Mr J. А. B. Keeling, p.F.c., F.c.a., has been 
Аррон chairman cf London and Yorkshire Trust 
Ltd. 


NATIONAL DEVELOPMENT BONDS: NEW 
ISSUE er. 


The Treasury have announced that the current issue 
of s per cent National Development Bonds will 
2e withdrawn from sale at the close of business on 
September 14th, and a new issue, to be known as 
3 per cent National Development Bonds icd 
Issue), will be on sale the next day. . 

Тће new bonds will carry interest àt m per cent per 
annum payable half-yearly on March 15th and Septem- 
der 15th. The bonds will mature on the first interest 
date after the completion of five years from the date of 
2urchase, or in the case of purchase on an interest date, 
эп the fifth anniversary of purchase; repayment will 
zhen be made on application at the rate of {102 for 
zach £100 of bonds. Those encashed before maturity 


+ 


will be repaid at par оп the expiration of one month’ ie 


побісе with any interest earned but unpaid, subject to 
che condition that any bond encashed within six’ 
zalendar months from the date of purchase shall be 
deemed not to have earned interest. Applications for 
зопдв must be for £5 or multiples of £5 and should 
ло be made before September 15th. 

‘The maximum holding permitted of the new issue is 
£2,500 in addition to any permitted holdings of 
Srevious issues of National Development Bonds. Any 
5 per cent National Development Bonds (Second Issue) 
-nherited from a deceased holder may also be held in 
2xcess of this limit. 


BIRMINGHAM AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS 
1965-66 Programme 
The Birmingham and District Society of Chartered ` 
Accountants opens ita 1965-66 programme with the 
annual ball on October 8th at Solihull Civic Hall, and 
a large number of members and their ladies are 
expected to attend. А comprehensive programme has 
been arranged for the new session and meetings will 

5e held as follows: 


October 18th: "The recent recommendations of the Stock 

Exchange in ora to the accounts of public com- 

anies’, by Mr W. S. Wareham, secretary, share and 
Ск department of the Stock Exchange, London. 

November 8th: "T'he impact of computers on the account- 
ant’, by Mr J. P. Hough, r.c.a. 

December 9th: Luncheon meeting at the Imperial Hotel, 
followed by a talk by Mr W. D. Capper, Chief Con- 
маш of Birmingham, on "The police". 

I9 

January 12th: сова tax ~ close companies’, by Mr 
К. S. Carmichael, F.c.A. 

February r4th: ‘Critical path analysis’, by Mr Fraser 
Mitchell, Е.С.А. 

March (date to be notified): Economic implications of the 
Budget’, by Professor А. К. Iersic, B.COM., M.8C. 

March 25th: Annual dinner at the Grand Hotel. 

April 1st-3rd: Week-end conference at Keele University. 

May zoth: Annual meeting at Imperial Hotel, preceded 
by luncheon. 


Except where otherwise indicated, evening meetings 


will be held at 6 p.m. at The Library, Fountain Court, 
Steelhouse Lane. 


Р 
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Discussion Groups 


The Society's two discussion groups meet: топі": 
A. Group dealing mainly with professional topics; ard 
B. Group, with commercial and industrial - subjects. 
Further information regarding the activities of thee 
groups is obtainable from the honorary secretary of the 


Society, Mr.P. Т. Neal, F.c.a., c/o Agar, Bates, Nal, 


& Co, 106 Edmund Street, Birmingham 4: 


NORTH YORKSHIRE AND SOUTH DURHAK. . 


BRANCH OF CHARTERED ACCOUNTANTS 
‚ Lecture Programme 


29. first meeting of the 1965—66 lecture programme >f 
orth Yorkshire and South Durham Branch of the 
Ne ern Society of Chartered Accountants will taze 
place on September 22nd, when Mr T. A. Hamiltcn 
Baynes, r.c.4., will address members on ‘Share valum- 
tions and the capital gains tax’. The remainder of tae 
programme is as follows: 
/ pod 27th: "Corporation tax’, by Mr J. S. Heatom, 


; November I9th: Annual dinner. 


196 
January rath: ‘Issuing houses’, by Mr M. Н. W. Wels, 
F.C.A. 
February 2nd: Joint meeting with Law Society: Supper 
followed by a talk on.‘The capital gains — by Fir 
H. E. Rowe, at the Highfield Hotel, Middlesbrough. 
April 22nd: Visit to the Northern Echo, Darlington. 
| dena: Annual general meeting, date to be dete- 


All the above meetings (unless otherwise stated) well 
be held at the Bi Arms Hotel, New Torn 
Centre, Billingham, at 5.30 for 6.30 p.m. 


THE INSTITUTE OF INTERNAL AUDITORS: 
Birmingham Chapter 


^ The first meeting of the 1965—66 session of the Br- 


mingham Chapter of The Institute of Internal Auditcrs 
will be held at 6.30 р.п. on Thursday next, at the 
Grand Hotel, Colmore Row, Birmingham, in the 
Westminster No. 1 Suite. At this meeting a paper 
on "Management services and the internal auditer’ 
will be given by Mr A. P. Whyte, B.sc.(pcon), 
F.C.A., of the Manchester Chapter. Readers interested 


. in joining the Chapter and who would care to attead 


will be most welcome. 

Further details of the Birmingham Chapter can зе 
obtained from ‘the Secretary, Mr 'T. W. Scriven, 
Бане Midlands Gas Board, Wharf Lane, Solihuil, 

arwi 


BRITISH PRODUCTIVITY COUNCIL 
CONFERENCE IN LONDON 


‘Productivity, technology, change’ is the theme of a 
five-day conference to be held in London from 
November 15th to 19th, by the British Productivity 
Council. The conference will be opened by The Rt 
Hon. Frank Cousins, M.P., Minister of Technology. 

At the session on ‘Capital investment for techr- 
logical development’ all four papers will be given оу 
accountants. The first paper will be presented by Flr 
Lawrence W. Robson, F.C.A., F.C.W.A., chairman, J. E. 
Johansson Ltd, on ‘Justification for capital investmert’, 
and will be followed by Mr L. V. D. Tindale, c.a., 
general manager, Industrial & Commercial Finarce 
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Corporation Ltd, who will speak on ‘Sources of 
capita. In the afternoon, M- Christopher Bostock, 
M.A., F.C.A., will present a paper on ‘Employment of 
capital for higher productiv-ty’, followed by Mr 
D. A. J. Manser, F.C.A., A.C.W.A., comptroller, Standard 
‘Telephones & Cables Ltd, wha will present a paper on 

Capitsiitquipment — types and cost considerations’. At 
the session on ‘The implications of automation’ the 
chair will be taken by Sir Eertram Waring, LL.D., 
Е.С.А., chairman and managing director, Joseph Lucas 
Ltd, and other sessions will cover "I'he factory — 
profiting by lower costs’, and ‘Automation’. 

Further: particulars regarding the conférence are 
obtainable from the British Productivity. ‘Council, 
P.T.C. Conference, Vintry House, Queen Barer Place, 
London nd 


CERTIFIED ACCOUNTANTS’ 
JUBILEE GOLF TROPHY. 


The final round of the nationally-organized Jubilee 
Golf Trophy competition, oper to all certified account- 
ants throughout the United Eingdom and Eire, was 
played off at the Frilford Eeath Golf.Club, near 


‘Abingdon, Berks, last Saturdzy, September: 4%. Мг 


H. ME F.A.C.C.A., of Leeda, was the wiriner, with 

Mr J. Miller, А.А.С.С.А., of Glasgow, second, one stroke 
behind, and Mr R. "Wright. A.A.C.C.A.,. of Wells, 
Somerset, third. Mr Pepper won the Trophy.previously 
in 1962 and becomes the second member to do во. . 

At a dinner in the Hall of N2w College, Oxford, the 
same evening, Mr У. Sholto ОПезоп, T.D., F.A.C.C.A., 
Vice-President of the Association, presented t the trophy 
to Mr Pepper, together with a miniature replica for 
permanent retention. Mr Shclto Olleson stated that 


the number of members taking part each year had in- 


creased and he hoped that morc district societies would 
run A competitions as preliminary rounds, for the 
Мор у 


OFFICIAL RECEIVER APPOINTMENTS 


The Board of Trade have announced that Mr Arthur 
John Seldon has been appointed Official Receiver for 
the Bankruptcy Districts of the County Court at 
Yeovil. Тће appointments of Mr Alec Henry Horler 

as Official Receiver and Mr He-bert William Kirkwood 
aid Mr Geoffrey Roy Haddrell as Assistant Official 
Receivers for the Bankruptcy Districts of the County 
Court of Yeovil have been revoked. 

They also announce the appointment of Mr Alan 
Reginald Bailey as an Assistant Official Receiver for the 
Bankruptcy Districts of the County’ Courts of 
Southampton, Bournemouth, Winchester, Portsmouth, 
Newport and Ryde, Salisbury. Dorchester ава, Yeovil 
мә been been revoked. 

‘These changes, which take effect from September 
6th, 1965, are consequential upon the trànsfer to the 
Official Receiver, Exeter, of the administration of 
cases arising from the Bankruptcy Districts of the 
County Court of Yeovil, the closing of the sub-office 
of the Official Receiver, Souchampton, at Salisbury 
and the opening of a new sub-office of the Official 
Receiver, Southampton, at Bournemouth. The sub- 
office at Bournemouth will, wita effect from September 
6th, 1965, deal with the inistration of cases 
arising from the County Courts at Bournemouth, 
Salisbury and Dorchester. 
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Group Accounts 


fession (zad indeed some of the older members) that it was 

little mome than twenty years ago when the then Council of 
The Institut: of Chartered Accountants in England and Wales 
pioneered a wend towards consolidated accounts. Group accounts 
were not a statutory requirement when the Council issued in 1944 
its Recommendation entitled *Disclosure of the financial position 
and results ef subsidiary companies in the accounts of holding 
companies' = No. 7 in the series of Recommendations on Ас- 
counting Prizciples. The efforts of the Council in that direction : 
were soon tc be rewarded by the statutory requirements of the 
Companies Act, 1947. : 

Recommerdation 7 was rendered obsolete by the statutory 
requirements and was followed not by a new Recommendation 
but by some -otes on ‘Group accounts in the form of consolidated 
accounts’, pr-pared by the committee now known as the Technical 
Advisory Committee. In authorizing the issue of the notes the 
then Council said that in view of the absence cf any long-estab- 
lished practiee on many of the points involved it would not be 
appropriate a. that time for the Council to issue any Recommenda- 
tioh as to the best practice in the preparation of group accounts. 
That was іп 2949 and there has since been no Council Recom- 
mendation dealing specifically with group accounts. 

"Three mair reasons probably underlie this official silence. First, 
there are maxy accountants whose practices or employments do 
not call for gup accounts, or at most involve group accounts of 
only an elementary nature; therefore, there has been no wide- 
spread pressure of demand for a Recommendation. Second, there 
have been plenty of other sübjects to occupy the attention of the 
Council. Thisd, there are strongly-held, divergent views on some 
important aspects of consolidated accounts and there can be little 
doubt that it would have been most difficult for the Council to 
reach а sufficEnt degree of agreement to support а Recommenda- 
tion.. No dout: the difficulties will one day be surmounted. 

Meanwhile those accountants who must face the problems of 
consolidation "vill welcome the latest contribution in the shape of 
the Summer ourse paper by Mr Jonn D. RUSSELL, M.A., F.C.A., 
a member of -he Council of the Institute. His paper, presented 
on Thursday of this week at the Cambridge Course, is entitled 
‘Group accotats: their preparation and presentation and the 
responsibilities of directors and auditors', and we are pleased to 
commence rezroduction of it in this issue. It is a wide-ranging 
and thought--rovoking paper and is itself a demonstration of 


| may 81 грпве the younger members of the accountancy pro- 
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the difficulty of achieving a Recommendation. 

Consolidated accounts are, after all, a work of 
fiction and it is unasual for accountants to be 
concerned professionally with fiction. Problems 
are therefore inevitable and some perhaps in- 
soluble. Yet how else can one endeavour to place 
before the shareholcers in a holding company a 
meaningful statement of the position of the 
group and its profi or loss? ЈЕ is in trying to 
satisfy this need that the problems emerge, though 
they are not always clearly evident. Thumbs may 
be sore but do not necessarily stick out. Con- 
solidation is therefore to a large extent a skilled 
process of balancing advantage against dis- 
advantage and of g-ving significant information 
without misleading. 

Some problems go to the very roots of the 
exercise. Thus, Mr RussELL points out that a 
subsidiary may have two independent holding 
companies and its accounts may feature in con- 
solidated accounts 5f two independent groups. 
Then again, Mr RUSELL reminds us that ‘consoli- 
dated accounts are often too all-embracing to be 
valuable’. For examole, ‘it could be misleading to 
combine, without апу explanation, assets with the 
same designation іл the accounts of subsidiaries 
with widely differing classes of business involving 
different risks, different bases of taxation and 
possibly different currencies’. He also points out 
that aggregation о: revenue reserves without 
proper explanation may conceal the fact that 
substantial undistrabuted profits of the group 
may be in foreign currency and unremittable. 

Mr RussELL suggests some possible remedies 
for these inherent shortcomings and then pro- 
ceeds to consider a wide range of practical points. 
'These serve to emphasize the great extent to 
which professional skill and judgement are needed 
if consolidated accounts are not to be just an 
accurate arithmetical sum producing a-meaning- 
less or misleading cr even false answer. 


What is the cost 5f a subsidiary? Will there be 


general agreement ith Mr RussELL's view that 
‘best practice requires the cost of a new sub- 
sidiary to be shown at a realistic figure whether or 
not this results in a premium or discount on 
shares issued in exchange'? This is one of the 
important areas where accounting principles 
become confused with legal requirements as 
interpreted by the lawyers of one's choice. It is 
difficult for accouatants to disagree with Mr 
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RussELL's proposition, yet accounts are still 
published without any regard for that principle. 
Ав from what date was a subsidiary acquired? 
Mr RUSSELL refers to the recoramendation of the 
Jenkins Committee and suggests that if it is given 
legal force then 'the close of the last accounting 
period of the subsidiary may become accepted 
without question as the date from which all such 
purchases are deemed to have been effected’. The 
point is of primary importance in determining 
what are the pre-acquisition profits. A rule of 
thumb can often be useful but with consolidated 
accounts much care is needed to ensure that an 
untenable position is not thereby created. 

‘Pre-acquisition profits’ are in any event a 
source of difficulty. The underlying principle 
is simple enough, namely that what has been’ 
bought as capital by inclusion in the cost of a 
subsidiary should not be treated as income avail- 
able for distribution as dividend. The difficulties 
arise in applying the principle, especially in 
amalgamations by share exchange. Proposed 
solutions are legion. It may be doubted whether 
lasting progress can ever be made so long as an 
attempt is made to- bend accounting principles in 
order to fit what it is desired to permit by law. 
Is it not preferable to hammer out principles 
which stand the tests of fire and water and then 
by law specifically permit those principles to be 
breached in appropriate circumstances provided 
the relevant items in the accounts are properly 
described? 

Mr RUssELL does not like the cumbersome 
nature of the description ‘Excess of cost of shares 
in subsidiaries over the amount attributed to the 
net assets of those companies at the date of 
acquisition' or words to that effect. Nor does he 
like the more terse but less accurate ‘Goodwill 
arising on consolidation’. He invited the Cam- 
bridge discussion groups to suggest some alter- 
native wording. Perhaps some experiences of 
recent years might suggest ‘Excess zeal’ or 
*Bidder's optimism’. No prizes are offered! 

Mr RussELL's paper will amply repay careful 
study by all who have to grapple with the pro- 
blems arising on consolidation. No doubt the next 
Companies Act will solve some and create 
others. When, however, the legislators have done 
their worst, there will still be accounting problems 
and ‘Russell on Group Accounts’ will help in 
their solution. 
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Buying Foreign 


HE barrage of publicity that has marked 
the arrangements made by the Treasur7 
and the Bank of England to support the „ 
during the coming montbs could have the wrong 
effects. No doubt, as Mr CALLAGHAN sought te 
explain, it is essential that foreign exchange 
operators should be convinced that .short-terra 
‘bear’ operations in sterling are likely to be un- 
profitable. These same persons, however, are quite 
capable of distinguishing between a short-term 
holding operation, which can relieve the pressure 
_on sterling for the time being, and the longer term 
recovery of sterling which must rest on a much 
stronger balance of payments position. Unfortu- 
nately the same cannot be said for the average 
member of the British public, upon whose produc- 
tive efforts the future of sterling ultimately depends. 

Mr CALLAGHAN has stated that Britain is well 
on the way to achieving the necessary improve- 
ment in her balance of payments account by the 
end of next year. Yet, as the trade figures during 
the past months have demonstrated, it is not sc 
much a failure among British exporters to boos: 
their overseas sales, as the persistently high leve. 
of i imports, that seems to be a major contributory 
` factor in the unsatisfactory trade position. For 
this reason, there are many who would advocate 
some measure of import control more effective 
than the present surcharge and, even more, whc 
would urge the country to accelerate its programme 
for import substitution. Neither of these policies 
constitutes a basis for the long-term recovery of 
the British economy. 

For this reason alone, the latest pamphlet tc 
come from the National Economic Development 
Council, Imported Manufactures: An Inquiry intc 
Competitiveness (H.M.S.O. 3s 6d net), should not 
be allowed to justify demands for restrictive 
policies. It offers simple guide lines to British 
industry, at all levels, for achieving better export 

. performance, since the very reasons which enable 
* foreign goods to compete so effectively. in the 

U.K. domestic market also make British goods 

less competitive overseas. 

There is no single factor contributing to the 
high level of imports, more especially of manu- 
factured goods. Price differences are important, 


d 


not least for consumer goods. But, in the case of 


machinery, in which Britain should have a pre- 
eminent position, the performances and design of 
the British product often fall short of what the 
customer needs and what the foreign product 
offers. Tt is the superior technical performance of 
foreign engineering products, particularly in the 
new growth industries such as electronic and 
scientific instruments, where British deficiencies 
are most marked. 

As would be expected, the problems vary from 
industry to industry. Thus the heavy increase in 
textile and clothing imports is due not only to the 
low labour costs of the Asian countries, important 
though these have been in some cases, but to the 
fact that British manufacturers have tended to 
follow, rather than lead, the market in design. 
In short, the lack of what the Neddy report 
terms a ‘positive attitude to marketing’ explains 
the shortcomings in the clothing industry and the 
machinery trades, where a failure to find out 
what users want is blamed for the relatively poor 
export performance. 

In all this there is little which will come as new 
to anyone who has read merely the relevant 
letters in The Times correspondence columns in 
recent years. The Neddy report offers proposals 
for action which range from ‘reform of traditional 
working methods’, a polite euphemism for 
abandoning restrictive working practices on the 
factory floor, to the encouragement of firms to 
look to a wider market than the U.K. alone. In 
other words, to make the British manufacturer 
more export conscious. - 

Unfortunately the implementation of such 
policies is rather more difficult than a reading of 
the Neddy report would suggest. No doubt ‘gener- 
al measures to encourage industrial efficiency and 
teclinological advance’ would be helpful, as would 
‘management of demand to stabilize the rate of 
capital investment in industry’. An ‘improvement 
in official statistics’ may offer some marginal assist- 
ance, while a ‘review of the pricing policies of the 
nationalized industries’ could be still more helpful 
to manufacturers in holding down their costs. Yet, 
as anyone in industry today knows full well, our 
troubles are much more fundamental. 
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Pre-Budget Assets — III 


RAGRAPH 22 (2) ої Schedule 6 to the 
ps Act, 1965, requires that in the case 
of the quoted. shares and securities, which 
we described last week, it is to be assumed, 
wherever relevant, that they were sold by the 
owner and immediately re-acquired by him at 
their market value on April 6th, 1965. One is 
apparently to assume that when a person who 
owned the shares on April 6th, 1965, disposes of 
them, then that makes paragraph 22 (2) relevant. 
One must also assume, apparently, that not 
only the market valae at April 6th, 1965, applies, 
but also that the notional sale and re-acquisition 
took place on that date. This does not mean that 
the period of ownership will be shortened for 
Case VII purposes; the sub-paragraph applies 
only for the purpose of the long-term gains tax. 
In general, ‘market value’ means the price the 
asset might reasonably be expected to fetch in 
the open market (section 44 (1)). This echoes the 
estate duty definition in section 7 (5) of the 
Finance Act, 1894, except that it rather pointedly 
substitutes a reasonable approach in place of the 
opinion of the Inland Revenue. No reduction is to 
be made on accoun: of the estimate being made 
on the assumption that the assets are all to be 
unloaded at once. This echoes similar provision 
in section бо (2) of the Finance (1909-10) Act, 
1910, in relation to estate duty. If the valuation is 
as at the date of death, on which a capital gains 
computation arises, then the estimate must take 
into account any depreciation consequent on the 
death, e.g. in shares of a company of which 
the presiding geniushas just died. This echoes the 
proviso to section 62 (2) of the 1910 Act. 

Section 44 (3) then attempts to apply to capital 
gains the estate cuty practice as applied to 
quoted shares for many years past without any 
specific statutory authority. Section 44 (3) directs 
that the market valuz of shares or securities quoted 
on the London Stozk Exchange shall be: 


(a) the lower of ihe two prices shown in the 
Official Daily List plus one-quarter of the 
difference, or 


(b) half-way between the highest and lowest 
prices at which bargains (other than 
bargains done at special prices) were 
recorded. 


If there were bargains, and paragraph (6) pro- 
duces a lower figure, then paragraph (6) prevails; 
Otherwise paragraph (а) prevails. 

The above general rule in section 44 (3) is 
2xcluded in three instances; two being contained 
-n the opening words of the subsection, the other z- 
2eing in the form of a proviso, as follows: " 


(1) The rule is subject to modifications imposed 
by paragraph 22 (3) of Schedule 6, і.е. 
for the purpose of arriving at market value 
at April 6th, 1965. 


(2) The rule is excluded ‘where in consequence 
of special circumstances prices so quoted 
are by themselves not a proper measure 
of market value’. 


(3) The rule does not apply to shares or 
securities ‘for which some other stock. 
exchange in the United Kingdom affords ~ 
a more active market’ (proviso (1)). 


If the London Stock Exchange is closed on the 
relevant date, one takes the latest previous date 
ог the earliest subsequent date, whichever 
produces the lower figure (proviso (ii)). 

'The general rules do tend to some extent to 
benefit the taxpayer where liability arises on a 
zift or on a death. However, these can fairly be 
regarded as exceptional cases; the market value 
is much more likely to be applied as at April 6th, 
1965, ie. in the case of shares held on that day 
and subsequently sold. In‘all those cases they 
would penalize the taxpayer, since they would 
reduce the notional amount which he was 
deemed to have paid for the shares. Nevertheless, : 
the original Bill made no provision to avoid this 
inequity. The point was made in Committee 
on May 3181, 1965, by Mr PETER WALKER to 
the FINANCIAL SECRETARY TO THE TREASURY but 
the latter insisted that the same basis should be 
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applied as at Budget Day and that Mr WALKER’s 
arguments were based on a fallacy. Nevertheless, 
. 8t the Report Stage, the Government introduced 
what is now paragraph 22 (3) of Schedule 6 to 
meet the point. Under (a) above it substitutes 
one-half for one-quarter, ie. the mean of the 
two quotations. Moreover, the higher, not the 
lower, of (а) and (5) is to be taken at April 6th, 
1965. 

This modification cannot apply if section 44 
(3) is in any case excluded, either because there 
are ‘special circumstances’ or because a provincial 
stock exchange has a more active market. In the 
words of the Government spokesman: 

‘It was never intended that the quoted price 
should be used in special circumstances such as the 
sale of a controlling shareholding. If anybody can 
show circumstances to prove that (the quoted 
price) would not represent a fair valuation, special 
circumstances would be established.’ 

As to provincial stock exchanges, the wording 
of section 44 suggests that these can come in only 
if there is a London quotation as well. That this 
was not the Government's intention is clear from 
the following observations made in Committee 
by the FrNANCIAL SECRETARY: 

*Valuations for shares quoted on other exchanges 
will be made in accordance with the same 
principles, so far as they can be applied to those 
exchanges. That is already the practice under the 
estate duty system. It works, and it was thought 
better to formulate the matter specifically in 
relation to the London Stock Exchange, which will 
be the main one; but the same principles will 
apply mutatis mutandis to the provincial exchanges.’ 

He said he would consider introducing this into 
the Act, where of course it ought to be, but 
perhaps this improvement was crowded out by 
the innumerable other Government amendments. 
However, although section 44 (3) was not 
altered, paragraph 22 (3) (c) of Schedule 6 now 
provides that where the market value of shares 
not within section 44 (3) (there being no London 
quotation) is fixed at April 6th, 1965, by reference 
_ to a pair of prices quoted on a stock exchange, 
the market value is to be increased by an amount 
corresponding to an increase under paragraph 
22 (3) (а). 

So much for the valuation of quoted shares. 
We come now to item 2 in the list of exceptions 
to the straight-line apportionment of gain. This 
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covers assets consisting of rights of unit holders 
in any trust scheme (as defned in the Prevention 
of Fraud (Investments) Act, 1958) the prices of 
which ‘are’ published daily by the managers. Here, 
too, it is to be assumed ‘wherever relevant’ that 
any such assets were soll by the owner and 
immediately acquired by him at their market 
value on April 6th, 196: (paragraph 22 (2)). 
The general rule for valuirg such units is to take 
the lower quoted price, i.e. the so-called ‘buying 
price’ (section 44 (4)). This is expressed to be 
subject to paragraph 22 (3) of Schedule 6. In this 
sub-paragraph the draftsman seems to have 
gone sadly awry for he begins by saying that it 
applies for the purpose of valuing ‘any shares or 
securities’ for paragraph 22 (2) purposes. Para- 
graph 22 (3) (Б) has no application to ‘shares or 
securities’, it is confined ta modifying section 44 
(4) which is confined to trust units. It does so by 
substituting, for the lower (buying) price, a 
price half-way between lower and higher. One: 
may fairly ask why, if the taxpayer is deemed 
to buy the unit, he is not deemed to pay for it 
the higher price which he would in fact have 
paid, not to mention incidental expenses, on 
April 6th, 1965. Perhaps the answer is that if 
there is no gain to tax, the Government are 
determined to create one. 

There is a general mcdifying provision in 
section 44 (5) of the Act where, owing to Exchange 
Control, part of what the purchaser pays for an 
asset of the kind in contemplation is not retainable 
by the seller. In such a case, valuations under 
section 44 (т) (3) (4) are to be appropriately 
adjusted; . downwards of course. This will 
increase the tax where paragraph 22 (2) applies. 

The great advantage which the Government 
claimed for this compulsory adoption of the 
quoted value as at April 6th, 1965, in the case of 
quoted shares and trust units, was that it would 
save so much work in investigating the actual cost 
many years earlier. However, they can hardly 
have been thinking of paragraph 22 (4) which in 
effect still also requires a computation by 
reference to actual cost. If a computation of gain 
or loss by reference to actual cost under Part I 
of Schedule 6 (ie. without apportionment) 
throws up (as against a gair under paragraph 22) 
a different result, then it may be necessary 
to abandon the paragraph 22 (2) computation. 

(To be contizued.) 
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The Validity of Marginal Costing 


by А. Н. TAYLOR, М.С., A.A.C.C.A. 


concept of the margin is important in 

economic theo-y and has for many years 

had a great mfluence on the study of 

accounting. Questiors on the subject have for 

long appeared in accountancy examinations and 

if the concept is sound it has a particular applica- 
tion to a period of recession. 

"Textbooks do suggest a number of applications, 
especially where it is a question of pricing addi- 
tional output at below ‘full costs’ with a view to 
utilizing spare capacity. It is also suggested in the 
textbooks that marginal cost is the figure to be 
used when deciding whether work should be sub- 
contracted and when allocating work between two 
or more branch factories. А number of other 
applications have beem indicated but the foregoing 
may be considered of sufficient importance, under 
existing industrial conditions, to be used as 
examples in examininz the practical validity of the 
marginal costing thecry. 

. Marginal cost has been defined as the cost 
added by producing cne more unit of output, but 
too many textbooks and examination questions 
-appear to assume thatthe marginal cost is synony- 
mous with the уапаНе cost and sometimes with 
the direct cost. Виз пезз managers without an 
accountancy training tend, understandably, to be 
confused over the apparent interchangeability of 
terms like direct coste, variable costs and marginal 
costs. The confusion is not clarified if there are 
added to the list ‘differential costs’ and ‘incremen- 
tal costs’. 

Accountants are aware of the difference 
between at least th= first three of the terms 
mentioned. Direct ccsts are generally held to be 
those which can be гопуешеп у applied to the 
units of output, and it is true that by and large 
direct costs will be ofa variable nature. Neverthe- 
less, with the need for most businesses to hold a 
basic stock of raw materials in order to maintain 
the flow of productive processes, a proportion of 
the direct material ccsts must be considered as of 
a fixed nature. Likewise the whole of the direct 
labour costs cannot be treated as strictly variable 
in relation to the level of output, at least in the 
short-term. Most producers find it necessary and 
convenient to retain labour for a short period when 
it is not fully employed, if only because of the ex- 
pense and difficulty involved in subsequent re- 


recruitment. Furthermore, to the extent that 
labour has to be discharged, a substantial expense 
ir severance pay is incurred. 

Thus direct costs are not wholly of a variable 
nature, and the effect of automation and the 
enlargement of administrative services have 
moved a greater proportion of business expense 
irto the indirect category. On the other hand, 
many indirect costs which were earlier treated as 
о a fixed nature, such as the cost of administrative 
staff, have become liable to adjustment in relation 
tc activity, and thus fall under the variable head- 
irg. 

‘The next question is whether variable cost is 
equivalent to marginal cost. In examining this 
question it is desirable to bear in mind that the 
extent to which an expense is variable or fixed 
can only be decided in relation to a period of time. 
12 the marginal cost is the extra expense due to 
additional output, it follows that the variable costs 
which enter into the marginal cost are those which 
rise during the time taken to produce the addi- 
tional output. In many instances the marginal 
cost will include the cost of equipment acquired 
te produce the additional output, of further 
administrative facilities, of more space, and other 
items of expense normally considered to be of a 
frxed nature. In fact, in some circumstances the 
conventional division of costs between the fixed 
aad variable headings may have little relevance to 
tae marginal cost of an additional production 
order. 


Quantifying the Expense 
The accountant who is asked to produce a 
marginal cost for a particular purpose will, there- 
fore, have considerable difficulties in quantifying 
tne figure. If he uses for the purpose merely 
Cirect costs, he may find that when the additional 
cutput is placed on the production floor further 
administrative staff have to be engaged and per- 
Ғарѕ more equipment is acquired and more space 
cccupied. If he attempts to add to direct costs a 
percentage representing the variable elements of 
cverheads, his calculations will be open to 
criticism on the grounds that the period over 
which the-overheads are expected to vary may 
not conform in tbe event to the time taken 
to produce the additional output. ` 
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If the accountant brings into the calculation zn 
apportionment of the fixed costs of, say, admin з- 
trative services and space, he will be accused of 
producing а ‘full cost’ and thus defeating the 
object of the exercise. He may be on surer grou-d 
in bringing in.the running costs of machine-y, 
but it could be argued that the depreciation a-d 
regular maintenance of the machines wov d 
have been incurred whether the additional output 
was obtained or not. On the other hand, in Бе 
case of plant acquired solely to deal with the 
additional output, it could be said that the entre 
capital cost was part of the extra expense. 

The assumption implicit in many margiral 
costing exercises is that for the purpose of prici-g 
at least, if not for planning and control, manage- 
ment needs the assessment of a unit product cost. 
r With the growth of indirect costs it has, ћо=- 
X ever, become increasingly evident that the pm- 
duct cost is too nebulous a concept for these 
purposes. The idea that a product cost is simpy: 
a convention is, of course, not new to accountan. 
Nevertheless, it is probably safe to say that mcst 
business managers still concentrate their attenticn 
on the product cost in their efforts to achiexe 
efficiency. 

What then is to replace the product cost for t-e 
purposes in mind? 'T'he answer, it is suggested, is 
to assess the total of the additional expenses which 
will be incurred by the work for which a price-is 
to be fixed. This implies that the work is акп 
on for a specific period only and that when tbat 
period has elapsed, a new assessment of cost wall 
become necessary and a new price will have to 
be considered. 'T'he exercise must accordingly -e 
approached with a view to arriving at a body >f 
expense for a period, rather than a notional cest 
of one unit of the product. The unit cost wll 
then become a simple matter of division. Tae 
total figure of expense will have to cover not omy 
costs in the production area but also those 
derived from further effort in administration, 
marketing and finance. If further staff have to be 
engaged for which there are no concrete prospedis 
of employment after the additional output hs 
been sold, then the expense of making sucà 
personnel redundant must be included, Likewis:, 
the marginal cost will need to cover any redux 
dancy of materials and equipment when the pericd 


4 envisaged has expired. 


Cost of Facilities Retained 
The calculations are not yet completed Бесаџ: = 
there remains to be dealt with the cost of tk= 
services retained to deal with the additional ou= 
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put. The facilities retained will, dependent on. 
circumstances, include both direct and indirect 
labour in the works, probably some administra- 
tive and sales staff, possibly some managerial 
staff, equipment and space, as well as items like 
stationery, maintenance and employee expenses 
which derive from the employment of people. 
Where it is a problem of obtaining orders to 
absorb spare capacity, the-e may be little addi- 
tional expense, because the existing personnel, 
space and equipment may be able to cope with 
the extra work and the marginal cost will, at 


"first sight, appear to be small. In fact, however, 


if in the absence of further orders some of these 
facilities could be dispensed with, then the true 
marginal cost will include the cost of the redun- 
dant items. 

In a situation where no further orders are ob- 
tained to absorb spare capacity and the surplus 
facilities are disposed of, scme ‘once for all’ costs 
on disposal will be incurrec. If, in the alternative, 
the capacity is utilized in further production 
these ‘once for all’ expenses will be saved and 
such saving should be taken into account in com- 
puting the marginal cost of the additional orders. 
The savings concerned would include severance 
payments to redundant personnel, penalties on 
the cancellation of orders tc suppliers, and capital 
losses on the disposal of redundant stores and 
equipment. In a temporary recession of, say, a 
few months’ duration ther2 may be little saving 
of this nature to be brought into account; but 
where an effort is being made to remedy a long- 
term situation of ипдег-сараску, the redundancy 
expense might be very heavy indeed, and the 
saving created by obtaining further output would 
be commensurate. 

One of the most difficult problems in an exer- 
cise of this nature is to decide whether any charge 
shall be included in the marginal cost for the 
space which will be absorbed by the additional 
work. If the recession is likely to be of so short 
a term that there would otherwise be no prospect 
of renting out the space, ог using it for other 
purposes, then it would szem that the cost of 
space, or building occupation expense, can be 
ignored. If, however, there is a situation of long- 
term under-capacity, there is a reasonable 
assumption that the spare space could be sublet 
or used for some remunerative purpose. If this is 
the case then the marginal cost must include an 
allocation of the rent, rates, lighting, heating, 
maintenance and other expznses involved in the 
occupation of premises. | 

The true marginal cost has now become not 
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only thé additional costs incurred but also the 
costs retained, less any savings on redundancy 
expense. In certain situations this cost may ђе 
very little different from the average cost of 
preceding output, and it would be very dangerous 
to price an additional order on the basis of so- 
called variable costs only. Given, for the sake of 
the argument, that the true marginal cost includes 
the above elements, then an important practical 
question for decision is the time it will take to 
dispose of each of the redundant services if the 
additional work is not accepted. This requires a 
scheduling of expense into the time periods over 
which they will be retained whilst they are un- 
productive, and the results will be quite a differ- 
ent exercise from the conventional segregation 
into the fixed and variable headings. 

The applicable periods will differ widely from 
one business to another but, with some exceptions, 
services and equipment will become redundant 
on the discharge of the people who use them. Тће 
lines on which the suggested schedule might be 
‘constructed for a typical manufacturing concern 
are indicated below. 


PERSONNEL Costs 


Опе month: unskilled labour 

Two months: skilled labour and unskilled ad- 
ministrative staff 

Three months: skilled administrative staff 

Six months: departmental managers 

One year: senior managers and their staff 


assistants. 


ADMINISTRATIVE SERVICES : 

Variable items like stationery, telephone calls and 

employee expenses will probably reduce in relation 

to administrative .personnel strength. Rentals, 
rofessional fees and such-like may take over a year 
efore they can be reduced. 


MACHINERY AND EQUIPMENT 

Variable costs, such as power, tools and mainten- 
ance, wil probably reduce in relation to direct 
labour. Depreciation will only disappear when the 
machine is disposed of and this may take one or 
more years before the decision is made. 


SPACE ок BUILDING OccuPATION Costs 

The more fluid costs, such as lighting, heating and 
cleaning, will probably disappear as the personnel 
are reduced; the more fixed element, such as rent, 
rates and regular maintenance, may take, say, a year 
or more before it is eliminated. 


' Tendency of Marginal Costs to Rise 


On the basis outlined above the marginal cost of 
accepting an order to cope with a recession of 
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ectivity of only three months would be small and 
would approximate to the variable costs. This is 
because there would be little saving in expense if 


the order were not taken; it is not so much a ү 


question of the additional costs involved. If, 
however, the additional work endured longer than 
three months or so, and in consequence facilities 
were retained which would otherwise be disposed 
cf, the marginal cost will rise. After approximately 
z year the marginal cost would tend to rise steeply 
because ‘fixed costs’ could have been eliminated, 
end they will tend to move towards a figure similar 
to the previous average cost of the work. This 
tendency highlights the danger of taking, as a 
temporary measure, additional work at a low 
price, when that work may become a permanent 
feature of the business activities. 


When this viewpoint is applied to стела 


сег than the pricing of additional work, much 
the same results vill appear. If, for example, it is 
z question of subcontracting work because the 
factory is overburdened, a comparison between 
the internal variable cost and the subcontractor's 
price will only be valid for a short period. In the 
short term of, say, three months, the marginal 
cost within the factory will be low and may be 
below the subcontractor's price; within about a 
year, the internal marginal cost will rise because 
1f the work is retained it will be using facilities 
which could have been eliminated or applied 
elsewhere. Thus, short-term subcontracting may 
be uneconomic; but if carried out as a 1опр-~ 
term policy, after an appropriate comparison 
сЁ costs, it may be justifiable. This conclusion 
із subject, of course, to many other considerations, 
such as the profitability of the limiting factor 
involved. 


Conclusion 


Tn arriving at the conclusions indicated above the 
references to costs and expenses are intended to 
mean only those which are likely to be incurred 
or retained to carry out a job, whether that job 
з of a productive or other nature. Thus, in 
pricing additional output, the relevant expense is 
the total cost of getting the product or service into 
the hands of the customer. In all cases, it is 
suggested, the expense must include some 


epportionment of the cost of facilities retained. `~ 


Thus marginal costing inevitably involves budget- 
ing and the unit cost is too elusive a convention 
for the purposes in mind. The real danger 
ef the marginal cost approach 13 that it is too 
eften assumed to mean additional expenditure 
only. 
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A Guide for Management — the 0:6 Rule 


by C. Е. PRATTEN, B.A., A.C.A. 
Research Officer, Department of Ap-lied Economics, University of Cambridge 


have developed a rule-of-thumb measu 
for estimating the relationship between cost 
and scale which may be of use to ex 
accountants, but hitherto this rule does not secca 
to have been given publicity among accountants. 
Decisions frequently have to be taken on tke 
output capacity of new plants; for ехатрі=, 
whether to build a refinery with two, three c- 
five million tons capacity. For many firms tbe 
expected market for products is, of course, the 
~ main force determining the size of plant to buiEl 
and the availability of finance may act as a limitirz 
factor. But there is often a margin of flexibilit-. 
If markets are likely to expand in the futur-, 
capacity can be provided in advance and if tke 
construction of larger plant reduces costs suff- 
ciently, this may itself enable the market for tke 
product to be increased. 

A general guide, known as the 06 ruls, 
provides that if any given plant size is doubled 
the capital cost will increase by 52 per cen, 
i.e. if x is the capacity of a plant and y the cos, 
then: ys _ (2) 0:6 

á у т! 
where x, and ху are two levels of capacity. 

The o-6 rule suggests that there are verr 
substantial economies of scale to be achieved Ex 
building large-scale plants. One obvious reaso- 
for these economies is that in cases where а tam- 
or vessel is used, the surface area — which is th= 
main determinent of costs—increases by lez 
than capacity. Another reason for these economie 
is that proportionately fewer parts are used in th- 
construction of large plants and that there = 
consequently a reduction in the costs of fabrice- 
tion per unit of capacity. 

The rule was first derived by comparing th= 
cost of different sizes of a wide range of plari 
equipment. But it was found that the relationshi- 
held not only for individual items of plant but fax 

: whole complexes of plant, for example, refineries. 
The factor 0:6 is an average figure and there was 
found to be a substantial variation about the 
average. However, the 0-6 figure provides a rouga 
approximation for preliminary calculations. Th= 
accompanying table gives some of the estimated 
factors for various types of plant. 


Е particularly in the U.S.A, 


SCALE FACTORS FOR MANUFACTURING PLANTS 


Product or process Capacity | Range of | Scale 
: basis capacity factor 
Coke — oven 
separation . cu. meters/hr 1,800-10,000 -82 
Oxygen plants (low 
' purity process) .. tons/day 50-500 63 
Sulphurlc acid (con- і 
tact process) .. 5 10-1,500 *66 
Water — gas plant.. cu. meters/hr 20,000-200,000 81 
Catalytic cracking . . tons/day "250--3,000 +52 
Aluminium Ingots.. | 40-400 . 90 
Paper mills — un- 
leached pulp .. " 50-500 74 
Concrete .. хя ii 100-3,000 71 


Similar calculations have been made for 
operating costs. These indicate that there are 
substantial economies of scale in labour, main- 
tenance and supervision costs, but that the 
economies for material costs are usually compara- 
tively slight. In many trades raw material costs 
are the largest single item of cost, and so the fact. 
that there are few economies to be achieved in 
these costs results in a rapid damping down in the 
economies of scale to be achieved from other 
items of cost. 

One limitation on the use of the rule to estimate 
plant and operating costs is that it is based on 
the sizes of plant actually built and it may not 
extend beyond this range. Another limitation is 
that it is based on equipment and plant used in 
the process industries such as the chemical and 
allied trades, and the steel and paper industries. 
However, studies made of other industries, 
including newspaper publishing, book printing, 
footwear manufacture and machine tools, suggest 
that in many other industries economies of 
similar magnitude can be achieved by Баты 
the output of individual products. 

Though the o-6 rule provides only an approxi- 
mate guide for managements, it is a useful tool 
when deciding for which sizes of plant detailed 
estimates should be made. (Further estimates of 
the scale factors for various products and plants 
can be obtained from Economies of Scale їп 
Economic Development, by John Haldi (Stanford 
University, 1960), and Data and Methods of Cost 
Estimation, edited by C. H. Chilton (McGraw 
Hill, New York).) E 
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Group Accounts 


Their Preparation and Presentation .. 
and the Responsibilities of Directors and Auditors 


by JOHN D. RUSSELL, M.A., F.C.A. 


Introduction 


N this paper on group accounts I have first 

sought to summarize and comment on the legal 

requirements concerning their preparation. Con- 
sideration is also given to the limitations of con- 
solidated accounts and possible remedies. 


2. The greater part of the paper, however, is 
devoted to consideration of a variety of points which 
arise in practice and I have suggested solutions to 
some of the problems which can arise although 
there is not, in all cases, an established method of 
dealing with them. No Institute Recommendation 
has yet been issued in this connection. The Members’ 
Handbook does contain some notes issued in 1949 
by what was then the Taxation and Research Com- 
mittee, but it was the Companies Act, 1947 (whose 
provisions were incorporated in the Companies 
Act, 1948), that first made group accounts obligatory, 
and there was at that time no long-established 
practice to form the basis of an Institute Recom- 
mendation. Since then, however, much experience 
has been gained in the preparation and presentation 
of group accounts and I have been bold encugh to 
put some of it in this paper which I now present to 
you. 


3. I hope that you will find my observations useful 
but some of the methods which I suggest for dealing 
with special situations may not all be accepted without 
question — indeed, to some of these problems I do 
not know the answer. You will be making most 
valuable contributions to professional practice if 
you will consider them carefully in your discussion 
groups and let me have your comments afterwards. 


4. Às you will see, I have referred to some of the 
recommendations of the Jenkins Committee on 
company law amendment which reported in 1962, 
but I have not dealt with further suggestions put 
forward by professional bodies as I have thought it 
dà to confié my comments to the law as it now 


5. pm a view to making this paper more com- 
prehensive, I have also referred to the responsibilities 
.of directors and auditors for seeing that the group 
accounts give a true and fair view. Certain doubts 
have been ressed concerning the precise res- 
ponsibilitics of the auditors of a holding company 
for group accounts on which they report, and I 
have endeavoured to set down the present position. 


Legal Requirements 
Тће Cohen Report, 1945 


6. The legal obligation placed on holding com- 
anies to prepare group accounts can be traced 
ack to the recommendations of the Cohen Com- 
mittee on company law amendment, which reported 
ir. June 1945. у 

7. The Cohen Report referred to a considerable / 
aad progressive growth in the number of subsidiary 
companies since the passing of the Companies Act 
02 1929. The Committee realized that the carrying 
o3 of a particular branch or activity of a business 
through the medium of one or more subsidiaries 
was often convenient and advantageous but they 
reported that from the shareholders’. point of view 
tais had been accompanied, in a large number of 
cases, by an absence of information as to the financial 
position and results of the undertakings in which they 
were interested. At that time it was becoming more 
f-equent to issue, with the statutory balance sheet, 
consolidated accounts showing the aggregate assets, 
1 abilities, reserves and results of the holding. 
company and its subsidiaries, but there was still a 
considerable number of holding companies which 
failed to give shareholders the information necessary 
to enable them to form an adequate view of their 
interests. 


8. The Cohen Committee appreciated that there 
were other methods of giving this information, e.g. 
by the issue of the accounts of each subsidiary or of 
combined accounts of subsidiaries as a whole or in 
groups, but they considered that the issue with the 
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COULD YOUR TYPIST COMPLETE — 
HER INVOICING BY 2.30 P.M.? 


... thus leaving her more time for the many other jobs around the office. She might if she used Primus Continuous 
Stationery. This remarkable system can increase outpat by as much as 50 per cent. Briefly, it works by combining 
several sets ши works orders, invoices, statements, delivery notes, etc., into one szt that can be completed 
in one vids alicia Systems are CONTINUOUS {the sets of forms are attached end-to-end and perforated) 
and the carbon papers are positioned automaticallr. The time usually taken to inter.eave sets of forms with 
carbons and insert them into the typewriter is saved. This enables your typist to complete one and a half sets of 
forms for every one she does now. A 50 per cent increase in output! 


- Full details of the economical Primus Contirasous Stationery System are зы available from: 


CARTEB-DAVIS rr». 


20.Queen Elizabeth Street, Lonéon SEI. Telephone. HOP 5344 (5 lines) | 
Branches (п: Belfast * Birmingham * Bristol * Crawley * Dublin * Edingburgh + Glasgow · Leeds * Leicester * Liverpool * Manchester * Newcastia 


UR ийис у 
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&& > 
237 Credit Transfers have saved us 
salarie S- Idon’t-krow-how-many clerical man-hours 


ae Segun over the last year alone. Particularly 


ан paid OM  »nthesalaries side—one cheque, instead 
of 237. Evaryone is delighted —most of all 


GNE NE си. one : our accounts department who, much to · 


^B "che ие". their satisfaction, now find themselves able. | 
RS taf q x to get away home on the dot each day. 


Your accounts deparcment makes out a Credit Transfer slip 
payable to each salzried staff member through his or ber 
bank. These are listed and totalled, and one cheque is made 
out. You then send this -one cheque, with tha list and tne 
Credit Transfers, to zour own bank — who will then do the 
rest by.sending out tae various Credit Transfers to the banks 
concerned. If your weakly-paid staff accepts wages through the 
bank, then of course the same principle—and benefit— appliss. : 


Ask your bank about 


Credit Transfers 


part of the comprehensive system for the transmission of money operated by the Eleven Clearing Banks 


BARCLAYS BANK - SOUTTS & CO - DISTRICT BANK + SLYN, MILLS & CO - LLOYDS BANK - MARTINS BANK 
MIDLAND BANK • NATIONAL BANK - NATIONAL PROVINCIAL BANK + WESTMINSTER BANK - WILLIAMS DEACON'S BANK 
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holding company's accounts of a consolidated 
balance sheet and a consolidated profit and loss 
account, combining the figures of the holdinz 
company with those of its subsidiaries, was the best 
means of showing the financial position and results 
of the group as а whole, and they recommended 
that this should be made obligatory where practicable. 


9. The Cohen Committee considered that it was 
not desirable to impose a general obligation that ail 
holding companies should consolidate, with their 
own accounts, the accounts of all their subsidiaries, 
as exceptional cases may arise where the consolidation 
of accounts in whole or in part may be impracticable 
or misleading. The Committee recommended that 
in the case of subsidiary companies whose accounts 
are excluded from consolidation the directors should 
be required to give certain information in a statement 
to form part of the accounts on which the auditors 
have to report. 


<The Companies Act, 1948 


“ 


то. The obligation to lay group accounts before 
the members of a holding company in genera. 
meeting is contained in section 150 (1) of the 
Companies Act, 1948. This section requires group 
accounts to deal with the state of affairs and profit. 
or loss, of the holding company and all the companies 
which are its subsidiaries at the end of its financia. 
year, subject to certain exceptions. 


11. The exceptions, which are contained ir. 
section 150 (2), are as follows: 

(a) group accounts are not required where the 
company is, at the end of its financial year, the 
wholly-owned subsidiary of another body 
corporate incorporated in Great Britain; and 

(5) group accounts need not deal with a subsidiary 
of the company if the company’s directors are 
of opinion that – 

(i) it is impracticable, or would be of no real 
value to members of the company, in 
view of the insignificant amounts involved, 
or would involve expense or delay out of 
proportion to the value to the members 
of the company; or 

(ii) the result would be misleading, or harmful 
to the business of the company or any of its 
subsidiaries; or 

(iii) the business of the holding company 
and that of the subsidiary are so different 
that they cannot reasonably be treated as a 
single undertaking. 


12. It is for the directors of the holding company 
to decide whether it is practicable for the group 
accounts to deal with a subsidiary but the word 
‘impracticable’ in the sense in which it is used in 
the Act is almost synonymous with ‘impossible’. 
The word should not be interpreted in the sense of 
‘inconvenient’ or ‘troublesome’. 

13. Situations where it might be misleading to 


ACCOUNTANT 


347 


include the figures of a subsidiary would include the 
case of a company cut off by war or revolution, or an 
insolvent company which had been abandoned by 
the holding company or was not to be financed 
further by it. The mere fact that a subsidiary is in 
liquidation or receivership does not by itself justify 
exclusion from the group accounts if the bolding 
company still has a valid inte-est in its share capital 
and adequate accounts are available. | 

14. The approval of the Boazd of Trade is required: 
for not dealing in group ассолпіз with a subsidiary: 
on the ground that the result would be harmful or 
on the ground of the differencs betweeri the business 
of the holding company and ‘hat of the subsidiary. 
Where Board of Trade consent has been obtained 
this should be disclosed in tke accounts: by way of: 
note. + 
15. The Act gives no exemption from consolidating 
uncontrolled subsidiaries but і their figures included 
in group accounts are material and their inclusion 
could be misleading the amouats involved should be 
disclosed. 

16. Section 151 requires that the group accounts 
shall take the form of consolidated accounts subject 
to the proviso that, if the company's directors are 
of opinion that it is better for the purpose of pre- 
senting the same or equivaent information, the 
group accounts may be prepared in some other form, 
and in particular may consist of more than one set, 
of consolidated accounts or of statements expanding 
the information about the subsidiaries in the com- 
pany's own accounts or any combination of these 
forms; the group accounts may be wholly or partly 
incorporated in the company's own balance sheet 
and profit and loss account. 

17. It is provided by section 152 that the group 
accounts should give a true and fair view of the state 
of affairs and of the profit, or loss, of the company and 
its subsidiaries as a whole so far as they are dealt 
with in the group accounts amd so far as concerns 
members of the company. It is also provided that the 
group accounts, if prepared as consolidated accounts, 
should comply with the requirements of the Eighth 
Schedule to the Act so far as applicable, and if not 
so prepared should give the same or equivalent 
information. Where the financial vear of a subsidiary 
does not coincide with that of the holding company 
the group accounts should deal with the subsidiary's 
state of affairs at the end of its financial year ending 
with, or last before, that of -he holding company 
and with the subsidiary's prcfit, or loss, for that 
financial year. 

18. The Act does not permit the inclusion in 
group accounts of a subsidia-y's accounts if they 
extend to a date later than -hose of the holding 
company, even if they do so Ey only a few days as 
can happen when some of the zompanies іп a group 
prepare accounts for a period of -two or fifty- 
three weeks. On the other hanc, it is not satisfactory 
to publish figures which are a year old when reliable 
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up-to-date accounts are available. On occasions one 
has to accept for group accounts unaudited figures 
(more often for overseas subsidiaries and subject 
to suitable reservations in the holding company 
auditors’ report) and if it is not possible either to cut 
short the subsidiary's accounting period or to 
extend the accounts of the holding company, it may 
be desirable, as an exceptional measure, to consolidate 
interim unaudited accounts of a subsidiary for a 
period a little less than its full accounting year. This 
procedure requires Board of Trade approval. 


Holding company and subsidiary 

тд. Section 154 of the Act gives the legal definition 
of holding company and subsidiary. A company is 
deemed to be a subsidiary of another if — 

(a) that other either — 


(i) is а member of it and controls the com- 
position of its board of directors; oz 


(ii) holds more than half in nominal value of 
its equity share capital; or 

(5) the first-mentioned company is a subsidiary of 

any company which is that other's subsidiary. 
The section further provides that a company is 
deemed to be another's holding company if that other 
is its subsidiary. | 

20. Control of the composition of a company's 
board of directors can be obtained in several ways 
without holding a majority of the equitv share 
capital. A particular share or shares may cerry the 
right to appoint a majority of the directors; a holding 
company may exercise control by virtue of voting 
preference shares; and the board of a subordinate 
company may be controlled by a chain of majority 
shareholdings which, taken together, do not give 
the holding company more than a 50 per cent interest 
in its equity share capital. 

21. In view of the alternatives (a) (i) and (a) (ii) 
above, it is clear that a subsidiary may have two 
independent holding companies and its accounts may 
feature in consolidated accounts of two independent 
groups. Further, by paragraph (5) above the definition 
of subsidiaries includes sub-subsidiaries and as a 
result a subsidiary may have more than one holding 
company in the same group. These definitions can 
cause difficulties when it is desired to distinguish 
in the accounts of a subsidiary amounts owing to or 
from different holding companies. 


Eighth Schedule 

22. Part 11 of the Eighth Schedule to the Act 
contains the special accounting requirements where 
the company is a holding company or a subsidiary. 

23. Paragraph rs, sub-paragraphs (4), (5) and (6), 
requires certain information about subsidiaries not 
dealt with in group accounts. The provisions are too 
detailed to reproduce in this paper but broadly they 
require (a) an explanation of the reasons why the 
subsidiaries are not dealt with in group accounts, 


THE 
ACCOUNTANT 


September 18th, 1965 


(2) and (с) information concerning the combined 
profits, less losses, of such subsidiaries, both those for 
the current year and those accumulated since 


acquisition, showing to what extent such results have _ 


been dealt with in the annexed accounts of the 
Folding company, and (d) disclosure of any quali- 
fcations by the auditors of the subsidiaries and of any 
rote or reservation in the accounts which is material 
f-om the point of view of the members of the holding 
company. Ап explanation is also required if the 
£nancial years of any such subsidiaries did not end 
with that of the holding company. 


24. It should be noted that a holding company 
which does not prepare group accounts on the ground 
taat it is a wholly-owned subsidiary of another 
Еоду corporate is nevertheless required to give this 
information under paragraph 15. 

25. Paragraphs 17 to 20 inclusive regulate the 
contents of consolidated accounts. It is there pro- 


vided that the consolidated balance sheet and profit : 


znd loss account should combine the informatior 
contained in the separate balance sheets and profit 
znd loss accounts of the holding company and of the 


subsidiaries dealt with by the consolidated accounts, : 


but with such adjustments (if any) as the directors 
of the holding company think necessary. 

26. The emphasis, in paragraph 17, on the res- 
2onsibilities of the directors of the holding company 
would lead one to expect that consolidated balance 
sheets (like company balance rame should be signed 
зу two directors on behalf of the board. It appears, 
лотемег, that the signature required by law on the 
aolding company's balance sheet indicate board 


approval of the accounts as a whole, including group. 


accounts, if any. 

27. The consolidated accounts should comply so far 
as practicable with the requirements of the Act as if 
ihey were the accounts of an actual company, with 
the exception of requirements to show; 

(a) directors' remuneration and loans, and. 

(b) movements on reserves or provisions in the 

first year of consolidation. 


28. At this point I should draw your attention 
to section 149 of the Act, subsection (5), which 
provides that no separate profit and loss account 
need be prepared by a holding company if its profit 
and loss account is ‘framed’ as a consolidated profit 
and loss account dealing with all or any of the 
company's subsidiaries as well as the company, 
provided that it complies with the requirements of 
the Act relating to consolidated profit and loss 
accounts and shows how much of the consolidated 
profit, or loss, for the financial year is dealt with in 
the accounts of the company. 


29. Paragraph 21 of the Eighth Schedule requires, ` 


in the case of subsidiaries not dealt with in con- 
solidated accounts, information concerning the 
investment in, and indebtedness to or from, them as 
well as information corresponding to that required 


> 
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by paragraph r5, sub-paragraphs (4), (5) and (6), 
concerning subsidiaries not dealt with in group 
accounts. 

Exemptions 

30. At various points in the Act the Board of 
"Trade is given authority to dispense with certain of 
the accounting requirements on application by 
individual companies. 

31. By Part III of the Eighth Schedule certain 
classes of company, for example banking and 
insurance companies, are exempted from having to 
disclose certain information in their accounts, but 
if they are holding companies this privilege does not 
extend to the consolidated figures relating to non- 
exempt subsidiaries, 


` Limitations of Consolidated Accounts 
and Possible Remedies 


А 32. The function of a consolidated balance sheet 
X is to show the assets and liabilities of the group as a 
whole comprising the holding company and its 
subsidiaries, and to show the capital and reserves 
attributable to shareholders in the holding company. 
Similarly, the function of a corisolidated profit and 
loss account is to show the profit or 1088 of the group 
as а whole and the part thereof attributable to the 
shareholders of the holding company. 


33. The main purpose of consolidated accounts is 
to give members of the holding company the same 
view of the state of affairs of the group and of its 
profit or loss as if the business of the group were 
carried on by branches or departments and not 
by rap legal entities. For shareholders themselves 
this the advantage of simplicity as against the 
alternative of having to try to aggregate group figures 
from the accounts of a number of individual com- 
panies with insufficient knowledge of their геја- 
tionship. 

4. On the other hand, to the creditors of the 
holding company, and to the creditors and outside 
shareholders of subsidiaries, the group accounts may 
disclose little information concerning their particular 

‘interests. It is the accounts of the individual com- 
panies with which they are more directly concerned. 


35. Even, however, to members of the holding 
company consolidated accounts may be of little 
value. For a simple group of companies operating 
in the same field of activity, a straightforward con- 
solidation can be useful and may be reliable, but in 
more complex situations consolidated accounts are 
often too all-embracing to be valuable. 


36. If the business of à group is diverse an un- 
imaginative consolidation with the minimum of 
analysis may obscure much of importance to вћаге- 
holders; for example, it could misleading to 
combine, without any explanation, assets with the 
same designation in thé accounts of subsidiaries with 
widely differing classes of business involving different 


ACCOUNTANT 


349 


risks, different bases of taxat:on and possibly different 
currencies. 

37. It is not only the aggregation of assets and 
profit which can be miseading. Aggregation of 
revenue reserves without proper explanation may 
conceal the fact that substartial undistributed profits 
of the group may be in foreign currency and 
unremittable. . 


38. To avoid the shortcomings of straight con- 
solidation it is becoming increasingly common to 
divide group accounts — and in some cases they are 
sub-divided — to show thc financial position and 
po earned by various sections of the group's 

usiness. For example, investment trust holding 
companies which have finarce company subsidiaries 
often publish a separate corsolidation of the finance 
side of the business. If ore or more of the com- 
panies in a group were exempted from complying 
in full with the accountimg requirements of the 
Act, this would also be z reason for avoiding a 
complete consolidation. It sometimes happens that a 
finance company has at its bzlance sheet date majority 
shareholdings in trading or other companies repre- 
senting short-term investments held for resale; 
although these may be technicaly subsidiaries 
because of temporary control their inclusion in the 
consolidation could be misleading, and for this 
reason they are sometimes consolidated separately or 
excluded from the group accounts. 


39. In савев where separate consolidations (or 
separate accounts) are giver, it is important to show 
the links between them anc, vrhere appropriate, the 
adjustments necessary to arrive at the totals of the 
revenue and capital reserves which are attributable 
to the members of the holding company. 


40. It should be remembered that Board of Trade 
approval is required if the subsidiaries are not in- 
cluded in group accounts cn the ground that their 
businesses are different from that of the holding 
company. Information concerning the . profits, or 
losses, of excluded subsidiar-es во far as they concern: 
and can be attributed to the members of the holding 
company should be given in the statement pursuant 
to paragraph 15 (4) of the Eighth Schedule. Where the 
amounts are material it is desirable to indicate the 
value of the investment if this is very different from 
its book amount in the balance sheet of the holding 
company and cannot be јадред from the profits 
disclosed in the statement. 


41. The Jenkins Committee recommended that 
group accounts should be required to disclose group 
turnover unless the directoss are satisfied that dis- 
closure would be harmful to the companies con- 
cerned. The committee welcomed an extension of the 
practice of showing, by industry and by geographical 
area, how the profits are derived and their relationship 
to assets employed but tkey did not think this 
should be imposed by law cn every company. 'They 
noted the latitude given by section 151 (2) to 
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directors to prepare separate sets of consolidated 
accounts to give the required information. 


42. ЛЕ а group covers a wide field of different 
activities, for example, in manufacturing, retail dis- 
tribution or public service, such as might form the 
diverse investments of an industrial holding com- 
pany, it is becoming more frequent to give share- 
holders, in a note to the consolidated accounts, an 
analysis of the net assets employed and profits earned 
by each. Where a group has world-wide interests an 
analysis of the assets and profits according to geo- 
graphical location is becoming increasingly common. 

43. The Stock Exchange, London, now requires 
from companies seeking a quotation a supplemental 
undertaking to include in their annual statements 
information (expressed in figures or percentages) 
concerning the contributions of differing operations 
to trading results and giving, in cases where trading 
extends outside the United Kingdom, a geographical 
analysis of trading operations. Às a general rule it is 
clearly desirable that investors should have this sort 
of information, but in some circumstances its pub- 
lication could cause difficulties to the companies 
concerned and application may be made for modi- 
fication of the supplemental undertaing in particular 
cases. 

44. Group accounts are required to deal with all 
companies which are subsidiaries at the end of the 
holding company’s financial year, but new sub- 
sidiaries which have not yet made up accounts 
covering any part of the period between acquisition 
and the holding company’s balance sheet need not be 
consolidated until the following year when accounts 
will be available. In cases where consolidation of a 
new subsidiary would be misleading because too 
large a proportion of its profit or loss for the year was 
earned prior to acquisition (even though the pre- 
acquisition portion would be eliminated at a lower 
level in the consolidated profit and loss account) I 
have known directors to extend the accounting period 
of the subsidiary with a view to delaying consolidation 
until the following year. The holding company 
auditor should see that this opportunity is not abused. 


Practical Points 
Cost of investment 
4 The most important part of any consolidation 
is the correct treatment of the balance which arises 
when the book amount of the investment in the 
holding company's balance sheet is substituted by 
assets and liabilities whose net book amount comes 
to a different figure. For this purpose, it is necessary 
to establish what was the cost of the holding com- 
pany’s investment in the subsidiary. 


46. As a general rule the purchase of shares in a 
subsidiary for cash leaves little room for doubt as to 
the true cost of the investment. It is where shares in 
subsidiaries have been acquired either in excaange 
for new shares issued by the holding company, or in 
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exchange for other assets, or partly for cash and partly 
by exchange, that differences of opinion have arisen. 


47. When shares in subsidiaries are acquired in 
exchange for other assets it may be difficult to decide. 
what is the cost of the new shares. If the other 
ass2ts could have been sold at a different figure from 
their book amount it may be argued on the one hand 
that the realizable value of those assets represented the 
truz cost of the new shares, although it is not always 
possible to establish beyond doubt the realizable 
valie in question. Alternatively, it may be argued 
that the new shares effectively cost the company the 
amount previously invested in the assets transferred 
and that no profit or loss has been realized. I think 
the first method is more generally accepted but it 
жола be useful to have the views of discussion 
grcups on this. 

28. Some doubts have been expressed concerning 
the correct accounting in cases where the considera- 
Нол for an investment in a subsidiary wholly or 
partly comprises new shares issued by the holding 
company. Until recently there were two schools of ^ 
thcught. What might have been called the ‘nominal 
value school' attributed to the investment, and 
described as ‘cost’, a book amount equal to the 
nominal amount of shares issued in exchange. On 
the other hand, the ‘market value school’ prefer to 
indude the investment at the market value of the 
new shares issued, any surplus over the nominal 
value being taken to share premium account. 


49. There have been some differences of opinion 
concerning the right construction of section 56 of the 
Act, and the Jenkins Committee recommended 
(w thout prejuedice to what may have been done in. 
the past) that the section should be amended to 
pravide that a share premium arises whenever а 
company receives value in excess of the amount 
credited as paid up on shares issued in exchange. 
"FEey appreciated that the value of a new asset might 
be measured by the market value of the shares issued 
but considered that there may also be other evidence 
wkich should be taken into account. This is a 
different approach from that of the 'market value 
school!’ who attach more importance to the con- 
siceration actually given by the company. Whichever 
method is pend I am sure that the discussion 
groups will agree that best practice requires the cost 
of a new subsidiary investment to be shown at a 
realistic figure whether or not this results in a 
premium or discount on shares issued in exchange. 
You will remember that under present law an issue of 
shares at a discount requires the sanction of the Court. 


50. The normal accounting treatment for dividends 
received out of pre-acquisition profits of a subsidiary 
is to deduct the cash amount (i.e. after any tax 
sustered by deduction) from the original cost of the 
investment in the. holding company’s balance sheet. 
Itis customary to describe the balance of the invest- 
ment as ‘at cost’ since it represents the cost of what 
remains. 


| 
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Net assets at acquisition 


51. It is necessary to establish the book amoun- of 
the total net assets of each subsidiary (including those 
representing accumulated profits) at the date of ac- 
quisition, from which can be calculated at any t-me 
the profits earned by the subsidiary after acquisition 
by the holding company. 


52. Circumstances vary and it is sometimes 
difficult to establish the relevant date. A purchase 
agreement may specify the date as from which the 
shares have been bought, but it may give an an- 
realistic date or it may give no date at all. It is aot 
always appropriate to adopt the date when the 
agreement is signed, or the date of payment. In the 
case of public bids unconditional offers are normally 
accepted by vendors over a period of some weeks. It 
is usually a simple matter to establish the book value 
of the net assets concerned at the date of an audited 
balance sheet, but other dates in a subsidiary's 
financial year usually involve an apportionment of 


> profit which may or may not be reliable according to 
' the accounting information on which the calcula- 


tions are based. In the case of an acquisition by-share 
exchange, the holding company will wish to treat as 
available for dividends on its new shares the profits 
which would have been available for dividend on zhe 
shares acquired. In such a case, in the absence of 
evidence to the contrary, the purchase is trea-ed 
as-having been made ‘as from’ the date of the swb- 
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sidiary's last balance sheet prior to the transaction. 


53. When a subsidiary is acquired by purchases of 
minority holdings over a period there is no objection 
to computing the pre-acquisition and post-acquisition 
profits for the purpose of consolidation by reference 
to the net assets attributable to each individual 
purchase which was made before control is acquired 
(as well as those made after that time). This, however, 
may be impracticable if control is acquired by a 
great number of small purchases over a long period 
and in such cases I think it is usual to regard all 
profits attributable to the controlling shareholding 
at the subsidiary's last balznce sheet before control 
was acquired as earned prior to acquisition. . 

54. It was at one time -hought that fixed assets 
might be shown in the consolidated balance sheet at 
the net book amounts of the assets at the date of 
acquisition (with subseqvent additions at cost) 
а deduction being made of only that amount of 
depreciation which had beea provided since acquisi- 
tion by the group. I think, however, that it is now 
general practice to include fixed assets at the ori 
cost, less the aggregate depreciation, shown in the 
individual balance sheets. 

55. It is current practice to treat amounts set 
aside by subsidiaries for future tax or tax equalization 
at the date of acquisition as provisions which should 
be deducted in arriving at the total net assets. 


(To be continued.) 


\ 





Weekly Notes 


THE ACCOUNTANT SYNOPSIS OF THE 
FINANCE ACT, 1965 


ART I of The Accountant Synopsis of rhe 

Finance Act, 1965, is presented as a supplement 
to this week's issue and deals with the new capital 
gains tax and also those income tax amendments 
which concern the short-term gains tax lev.ed 
under Case VII of Schedule D. Part 11 of the synopsis 
will be published as a supplement to a later issue and 
will deal with corporation tax. 

The synopsis — the third in the annual series — is 
designed to serve as an extended index to the Finarce 
Act to facilitate prompt reference to the new legisia- 
tion and to bring to light detailed provisions bur:ed 
in the.text of the relevant sections of the Act or 
paragraphs of the related schedules. Printed on 
distinctively-coloured durable paper, the synopsis 
is presented as a separate inset so that it may be 
extracted from the issue for ease of reference. 


.leading article). 


INSTITUTE'S CAMBRIDGE COURSE. 

EMBERS of The Institute .of Chartered 

Accountants in England and Wales assembled 
at Emmanuel College on Wednesday afternoon for 
this year’s Cambridge summer course and will 
disperse on Sunday mornirg. The course has been 
divided into eight discussiom groups for the purpose 
of discussion after each eddress and during the 
general discussion periods. 

The President of the Institute, Mr R. McNeil, 
F.C.&, opened the course on Thursday morning 
ánd his welcoming address was followed by the first | 
paper on ‘Group accounts’, by Mr J. D. Russell, 
M.A., F.C.A., а member of the Council of the Institute 
and a partner in the firm of Binder, Hamlyn & Co 
(the first part of Mr Russell’s paper is reproduced 
elsewhere in this issue and is also the subject of a 
'The second paper, мшез апа 
associations of professional firms', Ьу Mr H. T. 
Nicholson, F.c.a., partner im the &rm of Harmood- 
Banner, Cash, Stone & Mounsey, was presented on 
Friday morning, and the third and final paper, “The 
chartered accountant in top management’, by Mr 
E. P. J. Lunch, F.c.a., chief accountant, Port of 
London Authority, will be given today (Saturday). 

Questions raised during the discussions following 
each ‘paper were put to the various speakers at a 
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separate meeting held each day. As in previous years 
the afternoons were left free for members to use for 
private study, mutual discussion or recreation. 
Among the arrangements made for these free 
sessions were conducted tours of Cambridge, visits 
to C.LB.A. (A.R.L.) Ltd, and Greene King 
(Biggleswade) Ltd, and a golf competition over the 
courae of the Gog-Magog Golf Club. 


COST ACCOUNTANTS' SUMMER SCHOOL 


ONVILLE AND CAIUS COLLEGE, Cam- 

bridge, is the venue for this year's summer school 
of Тће Institute of Cost and Works Accountants which 
opened on Friday of this week and continues until 
next 'T'uesday. 


The first paper, ‘Mathematical and statistical 


techniques’, by Mr M. J. Moroney, 3.sc., of the 
organization division, Unilever Ltd, was presented 
on Friday evening. The second paper, ‘Profit by 
planning’, by Mr B. J. M. Edmunds, c.a.(s.a.), 
F.S.A.A., A.C.W.A, general machine distribution 
manager, Massey-Ferguson (ОК. Ltd, will be 
given on Saturday, and the third paper, 'Optimizing 
investment in stocks’, by Mr Martin Levine, msc., 
A.INST.P., of Associated "Industrial Consultants, will 
be presented on Sunday morning. Mr Moroney's 
paper was followed by open discussion and the other 
two papers are to be discussed by members in groups 
and the group reports will be submitted to the authors 
who will deal with the major points 

On Monday morning dee will be a case study 
exercise conducted by Mr К. T. Rickers, F.c.w.a., 
of British Insulated Callenders’ Cables Ltd, who 
will use a development of the method known as 
‘situation diagnosis’. A hypothetical business situa- 
tion will be presented which the discussion groups 
will diagnose using management accountancy and 
other control techniques. 

The course concludes on Monday evening with 
dinner in Hall when a number of guests will be 
present. 


IRISH INSTITUTE'S EXAMINATIONS 


N Part V of the examination of The Institute of 

Chartered Accountants in Ireland held recently, 
the First Place and the Incorporated Society Jubilee 
Prize were won by Mr W. R. Prescott, of Newry, 
Co. Down; Second Place was awarded to Mr C. S. 
Maybury, of Dublin, and Third Place to Mr E. J. 
Gribbon, of Belfast. 

The First Place and the Samuel Smyth Memorial 
Prize in Part IV of the examinations was won by 
Mr I. H. Lindsay, of Portrush, Co. Antrim; Second 
Place. was won by Mr G. H. James, of Belfast, and 
Third Place was won by Mr J. M. Sheenan, of 
Dublin. у 

In Part III, the First Place and the Arthur Н. 
Muir Memorial Prize was won by Mr W. Staunton, 
of Castlebar, Co. Mayo; Second Place was won by 
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Mr S. P. О'ршћу, of Dublin, and Third’ Place by 
Mr 5. 5. McGoey, also of Dublin. 

Mr F. N. A. Kelly, of Waterford, won First 
Plece and the John Mackie Memorial Prize in 
Рат II; Mr J. M. McAlister, of Ballymena, Co. 
Antrim, won Second Place, and Third Place was won 
by Mr D. E. Glennane, of Dublin. In Part I, Mr 
J. J. Conron, of Waterford, was awarded First 
Plece; Mr P. G. Boland, of Mungret, Co. Limerick, 
was awarded Second Place, and Mr J. S. Power, of 
Dublin, Third Place. The names of the successful 
candidates appear elsewhere in this issue. 


HIGHER LAW SOCIETY SUBSCRIPTIONS 


EMBERS of The Institute of Chartered 
ccountants in England and Wales who remain 
unconvinced after reading the President's letter of 
Avgust 26th explaining to them why annual sub- 
scriptions will have to be increased, may be interested 
in a statement on a similar theme by the Treasurer 
of The Law Society in the September issue — just 
published - of The Law Society's Gazette. In this 
instance, three main reasons are given to justify the 
increases in the Society’s annual subscriptions which 
become operative from the beginning of next year. 
The first is the obligation to raise secretariat 
salaries to ‘what might be called commercial levels’ 
in order to recruit and retain staff of the right calibre. 


a, 


Tte second is that the Society is committed to an - 


extension of its public relations programme, a matter 
which it considers to be vital at the present time, and 
the third reason is the need to build up reserves 
appropriate to the size and standing of the Society. 
Tke Council has satisfied itself that no activities 
irrelevant to the main purposes of the Society are 


being carried on and that no Parkinson pyramids are - 


in the course of erection. Тће additional income 
brcught in by the new subscription rates will go to 
providing what the Treasurer describes as a proper 
service to members as well as to making the impact 
on the public and the nation's affairs required from. 


' the legal profession. 


The Council of The Law Society recognizes, as 
docs that of The Institute of Chartered Accountants 
in England and Wales, that a sufficiency of money 
must always be available if the professional image is. 
to zontinue to shine sufficiently brightly to attract 
talent of the right and enduring kind. 


NATIONAL INCOME AND EXPENDITURE 


H these days when there is such a wealth of short- 
term economic and financial statistics, the publica- 


tion of the annual Blue Book on national income and. 


expenditure (H.M.S.O., price 6s 6d) is no longer the 
important statistical event that it used to be. This 
yezr, the imminence of the publication of the National 
Plan has tended to overshadow that of the Blue 
Book which appeared at the end of last week. Never- 
thedess, there is much of interest in it, particularly if 
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long-term trends are being considered. Perhaps the 

sections of most interest to accountants are the 

unnumbered tables on depreciation and the ve-y 
. detailed analysis of public expenditure. 

In general the tables cover a span of eleven years 
from 1954 to 1964 inclusive. The man-in-the-strest 
may well be most interested in the statistical evidence 
provided оп the affluent society — a condition of 
affairs with which most people are happy to identizy 
themselves. Over the eleven years, consumers' 
expenditure at constant prices has increased by 25 
per cent, the gross domestic product by 32 per cent, 
and gross domestic capital formation by nearly fo 
per cent. It will be noticed that consumers’ expendi- 
ture has grown slightly more than gross domest.c 
product, whilst capital investment has grown a great 
deal more. These increases have been made possib e 
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by the comparatively small increase (74 per cent) in 
public authorities’ current expenditure on goods and 
services. In 1954 average wages paid in manufacturing 
are shown to be £410 and average salaries, £633. Last 
year these averages had risen to £716 and £1,089, 
respectively. The 1964 wage represents an increase 
of 75 per cent, the salary increase one of 724 per cent. 
Consumers' expenditure on durable goods – motor- 
cars, furniture, radio and electrical goods — rose 
from £837 million in 1954 to £1,855 million in 1964, 
an increase of 121 per cent. This increase was almost 
equalled by that in consumers' expenditure abroad 
which rose from {£185 million to £382 million. 
Impressive as these evidences of the growth of 
affluence are, they ought, in all fairness, to be 
compared with what is happening on the Continent. 
'This cannot be done from tbe Blue Book, but other 
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This is My Life... 
by An Industrious Accountant 


CHAPTER 294 


T computer company representative sat down 

and we exchanged some light chit-chat on the 
enormities of the weather and on the struggles of the 
affluent society to remain affluent. Then ће got dowa 
to business. Leaning back nonchalantly he explained 
that his week's assignment to us had been devoted 
to our debtors’ records; his study was now com- 

„pleted; he could recommend а data-processing 
system to meet all our needs. 

He produced an impressively-bound loose-leaf 
brochure, flicking it open at a beautifully drawa 
flowchart. Indeed, his demeanour was impressive 
at all times. He has a slow, rather languid, style 
which seems to add weight to his technical jargom 
and when asked a question he pauses for a toleran- 
smile before answering. Though London-born, his 
training in the States has left him with a crewcut, z 
drawl, and two heavy rings. He displays a profounc 
knowledge of computer technology. 

Speedy furnishing of statements expedites cask 
collection. Our debtors loom in our balance shee 
larger than I like to see, having regard to the present 
credit squeeze. In this area, we should gladly welcome 
improvement. Speak on, I urged him. 

The computer’s fast micro-second storage cycle, 
with large scale random access, he explained, had 
facilitated a basis simulation model dynamically 
debugging time-dependent data studies. Assembler 


' language, Fortran or Cobal, could sort merge ex- 


ponentialy rising problems in the modular system, 
peus loading routines non-sequentially . . . at 
east, that's how it sounded to me, and I said rather 
apologetically that I couldn't understand a word he 
was saying. Coming down to cases and before 


looking at the costs, what would his proposed system 
give us that we weren't getting already? 

He smiled amusedly at such a nalve approach, 
polishing his bigger ring against his sleeve while he 
sought for simple language. I: would give us Debtor 
Exception Reports, listing: ali accounts out of date, 
overdue or above the prescribed credit limit. Also 
available would be Slow Movement Reports, high- 
lighting low activity accounts where paucity of 
transactions showed the need for intensified sales 
pressure. In addition, a Customer Turnover Report 
would analyse in detail the transactions over our 
various departments, providing invaluable data on the 
buyers' preferences. 

I said that we didn't need that one; it was more 
informative to look at the copy invoices in the 
customers’ files. 

He explained patiently that the speed of operation 
and the ease of analysis made such an effort à 
nearly said ‘such a primitive eifort pointless. Не 
could also give us Age of Balznces Reports, vital for 
discount calculations; Seasonal Variation Reports; 
Special-terms-arranged Account Reports; Returns 
and Credits Reports . . . with each name a new form 
arrived before me. Each was numbered and multi- 
columned, with unfamiliar headings. The weight of 
close-typed paper to be issued and scrutinized 
monthly seemed appalling. 

Getting away from tabuletions for a moment 
and back into experience, I remembered that our 
usual practice was to review a particular account’s 
history over the past year or co. This is informative 
when extra credit is at stake, or when we hand over to 
our solicitor for drastic action. With some asperity he 
said that this was surely unnecessary. The computer 
analysed up-dated balances. I said we wanted to look 
back on past history. He szid this shouldn't be 
necessary, surely, in an efficien: modern office. 

Perhaps he's right. But it seems silly to invest in an 
expensive toy that can't show us the back bistory of 
an account. 
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sources suggest that Britain has fallen well behind. 
In 1964, gross national product at £28,910 million 
represented an average of £535 per head of popula- 
tion. At least six European countries, and possibly 
more, achieved higher averages than this – Sweden, 
Switzerland, Denmark, Norway, Germany and France 
are in this category. 


LONDON CONGRESS OF INTERNATIONAL 


FISCAL ASSOCIATION 


HE ‘nineteenth Congress of the International 

Fiscal Association opened at Church House, 
Westminster, on. Monday under the presidency of 
Mr Alun С. Davies, LL.B., Chairman of the United 
Kingdom Branch of the Association. This is the first 
occasion that the Association's annual Congress has 
been held in Britain. 

Addressing the opening "session on Monday 
morning, the Chancellor of the Exchequer, Mr James 
Callaghan, spoke on the development of the taxation 
structure in Britain over the past one hundred years 
and outlined the objectives of the new arrangements 
introduced under the 1965 Finance Act. He stated 
that apart from administrative simplicity there were 
three objectives – equity- as between one taxpayer 
and another, improved incentives to economic effic- 
iency and growth, and the right impact on the 
pattern of outlay of both consumers and investors. 

The Chancellor went on to say that as the con- 
troversy over the corporation tax proposals receded 
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into the background, the new tax structure would 
come to be seen as ing very considerable 
advantages over the old one. He added: 


"The new structure imposes a significantly lower 
tax burden on retained profits than on profits dis- 
persed in the payment of dividends: in this way 
considerable encouragement should be given to the 
increased retention of company profits for expansion 
and development. 

"The second benefit the new system will have is 
a more realistic approach to overseas investment. 
The former tax structure was too favourable to 
overseas investment as compared with investment in 
this country. Under the new structure desirable 
overseas investment will continue, but there will be 
a more selective approach on the part of the 
entrepreneur, with a cutting down of investment of 
the type which was not really helpful to the economy 
and was indeed a strain on the country’s balance of 
payments, 

‘Third, I should put the separation of company 
taxation from individual taxation.’ 

The Chancellor said that the final point about the 
corporation tax to which he wished to call attention 
was that the new system would achieve a real simplifi- 
cation of the structure of company taxation. 

There would in future be only one tax on company 
profits and the profits of any period would be 
charged to that tax once and once only. This simplifi- 
cation was bound to make it easier for business men 
t» understand exactly what tax was attracted by the 
profits from the operations which they directed. 





Finance and 
Commerce 


Crispa Turnover 
HE notable omission from the accounts of 
Smith's Potato Crisps, which form this week's 
reprint, is the turnover figure. The nearest Mr 
Thomas Swan, the chairman, will go to giving any 
indication of the company's sales is that his company 
covers about 60 per cent of the potato crisp market. 

e main reason why Mr Swan goes no further 
than that is the growth in the past two or three years 
of a new and virile competitor in the industry — the 
Golden Wonder Crisp company which is owned by 
The Imperial Tobacco Co. Given that a handful of 
smaller manufacturers cover 5 to 10 per cent of 
the market, Golden Wonder's share is probably in 
the region of 30 per cent and growing. · 

"The Smith's company has been meeting this 
growing competition by a с programme of 
capital investment and expansion abroad. In the past 


five years over £5,200,000 has been spent on develop- 
ment and re-equipment both on the production and 
edministrative sides of the organization. In the latter 
direction, Mr Swan, in his report, refers to the fact 
fhat teething troubles in electronic accounting 
machines have been overcome. 


Carefully Worded 


"Тегу often in a company chairman's statement there 
в an extremely carefully worded paragraph which 
needs a certain amount of ‘between the lines’ reading 
for the full import to be grasped. It is, therefore, an 
interesting exercise to read the following sentences 
from Mr Swan’s report and read them in the context 
of what has already been stated about the toughening 
of competition. 

‘It has always been the policy of the company in 
developing our trade in the United Kingdom’, Mr 
Swan writes, ‘to increase our productive capacity so 
as to follow our own established demand. We have 
consequently never at any time had a large surplus 
of capacity in search of customers and have never 
>een under the necessity of incurring unduly heavy 
2xpenditure on advertising and sales promotions. 

“We have always aimed at keeping expenditure of 
this type within moderate limits because the in- 
tentionally small margin of profit on our products is 
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not large enough to permit otherwise. It goes without 
saying that we aball never adopt any trading policy 
which would involve economizing on the quality of 
our potato crisps which we believe remain unrivalled 

ry’ but we have this year been obliged, in the face of 
heavy expenditure by some competitors, to protect 
our leading position in the trade by somewhat 
greater expenditure of this kind.’ 

Mr Swan goes on: ‘Indeed our aim remains to 
supply the highest quality products at the lowest 
possible prices. We have always been content with a 
modest profit margin on a very large turnover but 
we are in business to make profits and we have no 
intention of engaging in unprofitable trade. We 
cannot help thinking that this is a common-sense view 
which will in time prevail when the trade emerges 
from its present phase.’ 

The immediate stock-market reaction to that 
statement was to mark down the price of the com- 
pany’s shares 1s 3d to 23s 6d but the fall was also 

~4afluenced by the fact that Mr Swan hotly denied 
take-over reports. The shares have since recovered 
to 245 6d. 
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Tax 

In his report, Mr Swan, as the majority of company 
chairmen are doing now, exolains the impact of 
corporation tax on earnings aad retentions. So far 
as can be judged, corporatiom tax at 35 per cent 
would have reduced retentions by about £123,000 
on the basis of the past year’s profits and dividend. 
The reduction would have Leen about £173,000 
under 40 per cent corporation fax. 

Commenting on the broader aspects of the tax 
change, Mr Swan says 'it seems clear that very few 
companies will benefit, comparatively few be un- 
affected and the vast majority will pay more tax’, 
On the impact of corporation tax on overseas opera- 
tions the c says that the company expects in 
the current year alone to receive by way of royalties 
and share of profit much more -han the total amount 
invested over the years in overseas subsidiaries. 

He feels that the present Government policy of 
discouraging overseas investmeat must, in time, be 
modified. ‘It is worse than killing the goose that lays 
the golden eggs, it addles the »ggs from which the 
golden geese-of the future might be hatched.’ 





SMITH'S POTATO CRISPS LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED PROFIT AND LOSS ACCOUNT for the year ended 31st MARCH, 1965 





TRADING ај ма 6)— 
anne Potato Crisps Limited 
Subsidiary Companies 


Interest on Investments, etc. 
f Profit on Debenture Stock redeemed 


\ 


.—AET PROFIT BEFORE TAXATION— 
ТГ Smith's Potato Crisps Limited ;.. 
Subsidiary Companles 


Deduct: Provision for Taxation (Note 7) 


Deduct: Proportion of Net Profit of Subsidiary Companies attributable to Minority Members 


NET PROFIT AFTER TAXATION-— 
Smith's Potato Crisps Limited 
Subsidiary Companies m 


Add: Pre-acquisition Loss (1964 Profits) 


Add: Balance brought forward from previous yar 
Profit on Sale of Investments . 
Profit on Sale М Freehold Properties. 
Balance tra: red from Mortgage Debenture 


Amount received in respect of Compensation Claim P M 


Deduct: Сави Issue Expenses 
Discount on Issue of Debenture Stock 
Transfer to General Reserve 


Amount written off pean Ла Subsidiary and Associated Corapantea 


Interim Dividend paid 
ú Final Dividend proposad 


BALANCE CARRIED TO CONSOLIDATED BALANCE SHEET 
Smith's Potato Crisps Limited “* s .. 
Attributable to Subsidiary Companies “к 


























p 19616 1963/64 
764,572 849,974 
593,859 510,812 
4,358,431 1,360,786 
79,400 35214 
£n 316 
. 831,084 
606,747 
— — — 1437,81 19636 
189 
835,642 733,907 
65,688 68,742 
518,793 
251.161 
769,954 665,165 
1452 —14,176 
771,106 650,989 
703,060 
4,026 
20,050 
727,136 77487 
1,458242 1,425,776 
10,515 
245,938 
36,924 
121,271 
310,189 
724,837 
125,885 
647,520 
£773,405 








The Notes on page [357] form part of these Accounts. 
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CITY NOTES 


ЙЕ stock-market welcomed the news of further 
international credit backing for sterling and an 
already firm gilt-edged market became decidedly 
strong. T'he equity sections were also revitalized. 

The immediate pace of the advance inevitably 
proved too strong to last and the rise itself brought 
warnings that new credit injected into the defeace of 
the £ does not necessarily mean an early end to 
pressure on credit, a lifting of restrictions and a 
restoration of industrial profit margins. 

Some knowing investors were, in fact, making the 
most of the equity rise early this week by taking 
selling rather than buying advantage of improving 
prices. Hopes of an eventually lower Bank rate are 
naturally behind the gilt-edged market rise but even 
here there is some danger of hopes being pushed a shade 
too high in market terms of discounting the future. 

A lower yield basis in the gilt-edged market 
justifies a modest rise in equities but it is doubtful 
whether immediate industrial prospects warrant too 
sharp an equity gain. Entering equities through 
convertible loan stocks looks the best defensive 
method of arm's length equity support at present. 

There is still very much a long-term look about 
ordinary shares under present conditions despite the 
fact that sterling doubts now appear to be removed. 


STMINSTER Bank's sponsorship of a Хт 
million debenture issue by the Tecalemit 
company has brought complaints from the merchant 
banks that a clearing bank is encroaching on their 
traditional issuing house preserve. The complaint 
may be justifiable but it will only be so in the longer 


tem if the clearing banks go looking for this kind of 
business instead of, as in this case, undertaking 
business that a customer has requested. In the 
neture of things there must be areas in which 
the interests of the clearing, as opposed to those of 
tke merchant banks, cannot be clearly defined. 


* * + = 


НЕ conspicuous absence of France from the list . 


of central banks and institutions providing thenew 
credit backing for sterling, although occasioning 
ccmment, is not particularly surprising. The French 
Government has not exactly been co-operative in the 
foreign exchange sphere for some time. The French 
decision to convert dollars to gold, the subsequent 
rejection, virtually out of hand, of American sugges- 


~" 


| 


tions for an international monetary conference and > 


tke marked lack of French intention to agree on the 
bzsis of a scheme for increasing international liqui- 
dXy via the International Monetary Fund have 
ccnsistently made France the odd man out in the 
international monetary reckoning. nu 

It will be for the coming meetings of the Inter- 
national Monetary Fund to show whether or not 
France is prepared to budge from her position of 
monetary isolation. The Wd hat France runs is of 
finding monetary isolation leading to economic 
isolation, a prospect which considerably concerns 
French economists and industrialists mote than it 
would appear to concern France’s isolationist 
President. It will be surprising, however, if the 


International Monetary Fund meeting ~ even behind ^ 


the scenes – indicates any early French change of 
v.ew, or of heart. 


RATES AND PRICES 
Closing prices Wednesday, September 15th, 1965 
Tax Reserve Certificates: irterest rate 28.11.64 34% 


Bank Rate 
Nov. 2, 1961 6% Jan. 3, 1963 4% 
Mar. 8, 1962 9 Feb. 27, 1964 5% © 
Маг. за, 1962 % Моу. 23, 1964 7 % 
April 26, 1962 АЎ Tune 3, 1965 6% 
Treasury Bills 
July9 £5 115 995d%  Aug.13 £5 10: 10-6904 
July 16 5 тағ 4'634% Aug. 20 5 тоғ 799d% 
fay 23 5 128 687d% Aug. 27 5 11: 2:164% 
uly 30 5 125 7'174%  Sept.3 5 Ios 546d, 
Aug.6 £5 122 5'414% Sept. то £5 10s 1'604% 
Money Rates 
Day to day 44-34% Bank Bills 
jn atst 2 months s#—6% 
ine Trade Bills months 518-6 
3 months | 7796 months 5%–6% 
4 months 7—7#% months 31-696 


6 months 71-99, 


Foreign Exchanges 
New York 2798 Frankfurt ї1'21 
Montreal $024; Milan 174 
-Amste тоо Oslo 19°99 
Erussela 138:86 Paris 13°71 
Copenhagen 19:344 Zürich 12° 

Gilt-edged 

Consols 4% 63 Funding 3% 59-60 8816 
Consols 24% Savings 3% 60~70 85 
Conversion 6% 1972 97% — Savings 3% 65-75 75 
Conversion 54% 1974 93 Savings 24% 64-67 9 


CHEN — I 

ing 5#% 82 92 reasury 34% 79-81 73 
Funding 5 92% Treasury 24% 

Funding 3 p 99-04 613 Victory 4% 9 

Funding 3% 66-68 909 War Loan 34% 5 


ы 
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To be published on September 2 1st 


THREE NEW CERIIFIED ACCOUNTANTS 
PUBLICATIONS ON THE FINANCE ACT, 1965 


CAPITAL GAINS TAX 


THE PROVISIONS OF THE FINANCE ACT, 1965 | 
Price IOS post free 


CORPORATION TAX 


I— GENERAL PROVISIONS OF THE FINANCE ACT, 1965 
Price 105 post free 


CORPORATION TAX 


II- CLOSE COMPANIES PROVEIONS OF THE FINANCE ACT, 1965 
Price 55 postfree 








Each booklet will contain a Erge number of practical examples. 


These booklets will be the frst to be published on the Finance 
Act, 1965, containing annc-ated marginal references to the 
sections and schedules of the Act. 


PREPARED BY THE TAXATIO-1 AND RESEARCH COMMITTEE OF 
THE ASSOCIATION OF CERTIFIED AND CORPORATE ACCOUNTANTS 


THE SECRETARY, ASSOCIATION OF CERTIFIED AND CORPORATE ACCOUNTANTS 
22 Bedford Se лаге, London WC: 


Please send me copy (ies) of Сарт т, Gains Tax Price 10s post free 
copy(ies) of CoRBORATION ТАХ - 1 ` Price 10s post free 
copy (ies) of Соквокатом Tax — П Price 5s post free 

Mame d o m c ы eet rues c c LL M t AL pA el RSPR на e f E 

(Block letters please) 
Address zome eoi t o oe ОРОНОТ A. a lesu tN a Du roS ALI. палиле ы 
Remittance enclosed ~ £ : | Date 
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7listhe mathematician's symbol calculations mean greater effi- from Monroe. He'll tell you how 
for 7x6x5x4x3x2xi.Andonly ciency. It is the world’s fastest уои can make the most of the 
the unique Monrometic Mach printing calculatcr with a big Mach 1.07, and how with all its * 
1.07 Printing Calculatcr can give capacity and a host of other versatility it's still within the pee 
you the result in just seven sec- exclusive features besides. Yet range of single register mach- 
onds. Or it can zip off a multipli- it is easy as pie tc operate and ines. Monroe International (ОК) 
cation with a 15 digit 2roduct in amazingly compact. It can help Limited, Litton House, Goswell 
less than 1$ seconds! The Mach speed up your business in ways Road, London, Е.СЛ. Telephone 
1.07 is at home on the mathe no other machine can. If you'd CLErkenwell 3090 

matician's table, on = business liketo know more about thiswon- 

office desk, or wherever speedy — derful little machina, са the man MONROE а 


^ 


cnly the world's fastest printing calculator can give you 
7lin 7 seconds! 
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· Correspondence 


' Letters must be authenticated by the name and address of 
the writer, not necessarily for publication. The Editor does 
not necessarily agree with, or hold himself responsible for, 

the opinions expressed. 


Practitioner Inquiry 
Sir, — The letters from Mr J. Ross in your issue of 
September 4th reminds us once again.of the very 
low earnings of members of the Institute in pro- 
fessional offices; whether as employees or partners. 

Professional practices cannot retain the services of 
the best men that are needed for the responsible 
work to be done. The turnover in qualified staff is 
Such that there is lack of essential continuity. From 

e advertisements that appear week after week in 
your columns, it is clear that the s g problems of 
the largest firms are no less than those of the medium- 
sized and small practices. 

If salaries and fees are not increased substantially, 

.the professional practices cannot for long continue 
to supply industry with either the quality of services 
it needs or the standard of qualified accountants it 
absorbs in great numbers. 

Better services can only follow better fees. But 
how to increase the general level of fees? 

There are, I know, many difficulties and dis- 

advantages connected with the recommended scales 
of charging rates that Mr Ross suggests and that 
I have, myself, advocated for many years. But no one 
has thought of any other way of attempting to raise 
the level of fees, во let us at least try recommended 
minimum scales. ; 
- If we present a united front, I have no doubt 
that industry and commerce will accept increased 
accountants’ fees; and will, in most cases, recogni 
the necessity for them. The Council of the Institute 
owes it to its members to do something more about 
this very important and urgent matter. 

Yours faithfully, 


"Preston. D. С. BEE, r.c.4. 


Old Age S e 
Sır, - It would be much appreciated if you could 
find space to publish this letter which draws attention 
to the facilities available through Crossways Trust 
for providing homes for old people. Those eligible to 
benefit are members or former members of The 


"f Institute of Chartered Accountants in England and 


Wales (or of the former Society), their wives or their 
widows. 

The Trüst's homes are of two classes: homes 
suitable for the able-bodied who need some measure 
of care and attention, and homes for the infirm in 
which, although they are not nursing homes as such, 
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qualified nursing services are provided. It may be 
possible for a resident in a home for the able-bodied 
to be transferred, should it later become necessary, 
to a home for the infirm. m | 

Tt must be emphasized that Crossways "Trust is а 
charity and that to be. eligib.e to enter one of its 
homes a person must be ‘old’ end in need of care and 
attention for which he or she cannot pay the normal 
rates. 

The homes of the Trust for the able-bodied are 
situated in Worthing and St Leonards-on-Sea; those 
for the infirm are at Brighton and at Englefield 
Green, near Windsor. 

The Trust attaches considerable importance to the 
maintenance of a happy atmosphere in its homes and, 
to be acceptable, a person must be able to adapt 

i or herself to a communal life. In the homes 
for the able-bodied, separate rooms are provided for 
each resident and there are dovble rooms for husband 
and wife. In the homes for the infirm there are single 
rooms and also rooms to accommodate two, three or 
four persons; company is often appreciated by a 
resident who is bedridden. | 

Most old people prefer to maintain their inde- 
pendence as long as they аге ауе to do so and many, 
should they become infirm, are able to go to live 
with their children or with ether relatives. Where 
there are no relatives able to help in this way, it is 
perhaps wise to plan for advanced old age by entering 
a home before infirmity sets ir. 

The last annual report of The Chartered Account- 
ants’ Benevolent Association showed that the ten 
places it held in the homes ЭЁ the Trust were all 
filled. There are now two vacancies. 1 should be 
grateful if any of your readers would let me know of 
anyone who might be interested. 

Yours fai-hfully, 
C. H. 5. LOVEDAY, 
Secretary, 


Tur CHARTERED ACCCUNTANTS’ BENEVOLENT 


ASSOCIATION. 
56 Goswell Road, 
London ЕСТ. 


Professional Practitioners 


Sin, – I found the article by Mr Harold Grant, in 
your issue of August 28th, difficult to follow. The 
point he seems to be trying to make looks clear 
enough, but is simply not borne out by the figures. 
It is true that a company whic’ is not in a position to 
distribute a dividend and wou.d not become liable to 
a surtax direction because of non-liquidity would 
appear to be paying tax only at corporation tax rates. 
It must be borne in mind, bowever, that probably 
over 95 per cent of all ompi are close companies 
which have disadvantages for zorporation tax of loan 
interest etc. If professional persons were allowed to 
trade as limited companies. they would almost 
certainly be close companies except in the case of the 
very largest partnerships. I find it difficult to visualize 


360 
many professional partnerships whose liquidity 
position would enable them to resist surtax directions 
as companies. 

The question of vork in p is no more 
difficult for a professional practitioner to solve than 
for a building or engineering company and the 
problem of having to reopen accounts for incorrect 
valuations is the same or all. With the increase in the 
surtax levels to {5,00 on earned income, the 
перја would seem to be with the sole trader ог 
partnership. My figures indicate that up to about 
£9,000 ng earnings per partners/working director 
there is a tax saving by remaining unincorporated. 
How many professional practitioners exceed this 
figure annually? 

I append tables [reproduced below] which may be 
of interest. 








Yours faithfully, 
Manchester 2. JACK ROSS, F.c.a. 
Single Person, 1965-66 Tax on Earned Income 
Effective 
Effective tax rate 
Income Тах tax rate оп top slice 
£ Á s d s d 
1,000 1p $7 
2,000 485 .4 Of 6 o 
3,000 78 5 21 6 o 
4,000 1,083 5 5 6 1 
5,000 1,427 5 8 ботой 
б,ооо 1,867 6 2i 8 xo 
7,000 2,34 6 9 Ç ІІ 
8,000 2,823 7 3 то 8 
9,000 3,464 7 8 11 5 
10,000 4,078 8 2 Iz 3 
12,000 5,525 9 2i I4 5 
15,000 7,884. то 6 15 9 
20,000 12,2C3 12 24 I7 3 
Corporation Tax Rates with Standard Dividend 
£ £ 
Profit . 1,000 
Corporation tax, id Der 
cent К 400 400 
боо 
Dividend. . 360 
Tax at 8s 3d 148 10 
240 
Contingent capital grins 
72 0 


tax, 30 per cent 





£620 10=125 sd in £ 
— and surtax 


If no dividend 
£ £ 
Profit 1,000: 
Corporation tax, ‚ 40 дег 
cent 400 400 
· | 600 | 
Contingent capital grins 
tax, 30 per cent РЯ 180 





£580=118 7d in £ 
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[Mr Grant writes: ‘It is quite apparent that the 
Finance Act will make it more beneficial for practi- 
t-oners to suffer their income tax liability as an indi- 
vidual rather than as a close company up to certain 
l-mits. It is also appreciated that the problems of work 
in progress valuation are not exclusive to practi- 
t.oners. The principle, however, whereby practitioners 
are not able to form themselves into limited companies 
and as a result of this inability must suffer tax as 
individuals creates inequities outside the limits of the 
calculable differential. 

‘It cannot be argued that because the Finance Act 
cf this year makes it in certain cases more beneficial 
rot to be a limited company that the problems facing 
practitioners have been corrected. I am only suggesting 
tnat practitioners be given the option to be dealt with 
аз an individual or as a limited company as their 
Circumstances dictate. It is surely never the intention 
cf the income tax acts to make it necessary for limited 
companies to be liquidated and for the owners of those 
lmited companies to continue trading 28 an individual 
in order to minimize their income tax liability. The 


edvantages of a limited company theoretically should-* 


Lave nothing to do with the income tax liability of the 
cwners of that company. It is this inequity that I 
indicated in my article.'] 


Current Liabilities as a Deduction 


Sm, — Now that there is an ‘r’ in the month and 
vacations are ending I hope you may receive com- 
ments upon my suggestion in your issue of June 19th, 
that in the balance sheet of The Institute of Chartered 
Accountants in England and Wales, it would be 
better to deduct the current liabilities on the right- 
hand side — if only as an example to the rest of us. 

Your issue of August 21st, page 252, adds force to 
the suggestion. Associated Fire Alarms Ltd (much* 
in the news this year) show a balance sheet totalling 
736,938,995 which they compare with a figure of 

х,5,566,918 for 1963. But surely the true figure is 
052664493. This was а fall from £4,328,881 because 
of a new basis of capitalizing the costs of installations, 
quite fairly described in their notes. 


Yours faithfully, 
AUSTEN 'SPEARIN G, 
Financial Secretary, 
London SWr. LONDON Missionary SOCIETY.. 
Assessments Unlimited 


Sm, — I read with interest the letter from my fellow 
townsman, Mr R. W. Smith, under the above 
heading, which was published in your issue of 
September 4th, and I agree entirely with what he 
gays. 

In addition to the matters regarding which he 
so rightly complains, the Inland Revenue seem to 
have developed the habit of issuing estimated assess- 
ments, particularly in regard to cases of furnished 
letting, hore the expiration of the basis period, thus 
making fher unnecessary appeals inevitable. 

Yours faithfully, 


Maidstone. C, D. HALL. 


September 18th, 1965 


Electronics 


in the Office 


Sales Accounting by Computer 


TWO-COMPUTER accounting system, repre- 

senting an investment of nearly £500,000, wil 
"Ђе in operation next year at the offices of Spillers Ltc. 
During the past two years the company has developed 
what is claimed to Бе a remerkably successful systern 
in which their sales of flour, animal feeding stuff, 
pet-foods and grocery products are processed by an 
NCR 315 computer with CRAM (card random access 
memory) files. Ап order for a second NCR 315 has 
,now been placed to extend the scope of the presert 

computer and to do similar work for the bakery side 

f the company's business. 

The introduction of the first machine enabled th» 
group to centralize much of the paperwork that had 
previously been done at five area offices, and it was 
decided to proceed with the second stage of the project 
when it was found that the net savings achieved by th 
integrated accounting system were even higher tham 

originally estimated. 

The basic functions of the computer are to price 
incoming orders, compile and print invoices, maintain 
up-to-date sales ledger records for many thousands ог 
individual customers and produce a wide variety о? 
management information. 'lhe computer also deal: 
with the work of the company's registrar departmen- 
and various other functions of a specialized nature. 
When the second NCR 315 is brought into operation 
next year, these advantages will be extended to othe- 
' Spillers’ mam and marketing operations. 

Spillers chose the NCR 315 after a pilot study hac 
revealed that the use of random access files woulc 
provide the best means of processing. The presen- 
machine has four CRAM units, permitting immediate 
access to over twenty-two million alpha-numeric 
characters. The second machine will have three CRAM- 
units. 

Information is fed to the computer in the form oz 
punched paper tape which is created by NCR Input 
Preparation Units that check the accuracy of punching 
against previously compiled totals. The input systerc 
has been designed to keep the amount of punching tc 
a minimum and to eliminate the need for verification. 


E.D.P. System for Publishers 
Tox opening recently of the new offices of 
Oxford University Press at Neasden was also the 


occasion for the inauguration of an I.C.T. т$ос 


"Í computer around which the design of the building has 


been arranged. 

An integrated data processing system has been 
devised and the computer is dealing with all basic 
information pertaining to customer service, such as 
invoicing, stock control, and management and sales 
statistics, Work has also started on further systems 
and programming relating to the sales ledger, authors” 
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royalty calculations, and print orders. It is hoped that 
these can be integrated into the computer system and 
be operating fully by the end of next year 

The I.C.T. 1500 central processor eed by Oxford 
University Press has a 20,00с character store with a 
cycle time of 4:4 microseconds. Peripheral equipment 
comprises two groups of six magnetic-tape decks 
operating at 30,000 characters per second, a high-speed 
line printer capable of operatinz at 1,000 lines aminute, 
a monitor printer (то characters per second), and a 
paper tape reader (1,000 characters per second). 


New Computer Bureau 


COMPUTER bureau offering a service to smaller 

business firms who cannct justify a computer of 
their own has been formed in London. The new bureau, 
Randax-EDP Ltd, will provide facilities for on-line 
inquiry using disk file randor- access equipment and 
the main computer system, a Burroughs B 383, is due 
to be installed in the company’s premises in October 
this year. 

Clients will be offered a choice of ways in which to 
use the service. They can telephone and speak to an 
operator who will extract the information they want 
from the disk file; they can, i they are connected to 
telex, dial directly to the computer and ask for infor- 

mation which will immediately be printed out for them 
on their own telex machines, or they cen send their 
own operator along to the bureau's offices. In addition 
the company will do normal Fureau work by way of 
selling computer time. 


Computer for ВІ.С.С. 


RITISH Insulated Callender's Cables Ltd have 

installed at their computer services bureau at 
Prescot, Lancashire, an English Electric-Leo-Marcóni 
LEO 3 computer. 

The machine, which will be 5perational by October, 
will service the company's northern group which, in 
addition to the Prescot works, includes factories at 
Leigh, Melling and Huyton Quarry in Lancashire, and 
Helsby in Cheshire. It will alsc be used by the central 
research and engineering divisien in London, and pro- 
vide market information for the company's forty 
branches throughout the United Kingdom. 

Initially, the main tasks to be carried out by the 
computer will be the sales and purchase ledger, invoic- 
ing to customers, stock control, sales and order analysis, 
and salaries for the group. Later it will take on pro- 
duction planning and control. operational research, 

ical calculations involved in cable development, 
and the use of critical path tecaniques to ensure pro- 
duction efficiency. 


New Computer Series 

{ ое general purpose computers, designed for 
growth and expansion of 'real time' data processing 

were announced recently by the Univac Division of the 

Sperry Rand Corporation. 

Known as the Univac 49c modular 'real time' 
systems, the new series consiste of three computers of 
various capabilities: the medium scale 491; the inter- 
mediate 492; and the large-scele 494. Available in a 
wide range of systems configuretions they thus permit 
users to increase power, вреес and storage capacity 


З" : 


gradually to meet the changing ‘real time’ and batch 
processing needs of a >usiness. 


Computer for Cable and Wireless 


N order for an NCR-Elliott 4100 computer has 
been placed by Ceble & Wireless Ltd to replace its 
existing London head >ffice punch-card installation. 
The computer, whith will be in operation by late 
summer 1966, has a 600 line/minute printer, five 
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magnetic-tape decks and two 1,000 character/second 
paper-tape readers. Initially it will be used for the 
processing and preparation of the accounts and 
statistics involved in the 14:4 million telegraph mes- 
sages handled by the company each year. Data will be - 
prepared in paper-tape form at seventy-four overseas 
branches and sent to London for processing. At a later 
stage the computer will also be used for stock control, 
inventories, payroll, and engineering calculations in 
connection with telephone-cable systems. 





Taxation Cases 


Full reports of the ccses summarized in these columns 
will be published, uth Notes cn the Judgments, їп 
the ‘Anaotated Tax Cases’, 


Regent Cil Co Ltd v. Strick 
In the House о: Lords – July 27th, 1965 

(Before Lord Rem, Lord Morris or BORTH-Y-GEST, 
Lord Pearce, Lord Urjonn and Lord WILBERFORCE) 
Income tax — Profits гах — Deduction — Oil importing 
and merchanting — Exclusivity transaction — Filling 
station leased at nominal rent — Premium paid — Filling 
station sublet back to owner — Exclusive sale of oil — 
Whether premiums decuctible — Income Tax Act, 1952, 
section 137 (f). 

The appellant, carrying on a business of importing 


oil and selling it to filling stations, which resell to the . 


public, formulated ап exclusivity policy known as the 
Regent Solus Dealer Plan, pursuant to which arrange- 
ments were made wich the owners of filling stations 
for them to sell only the oil supplied by кл 
Regent paid the owaer a lump sum calculated b 
reference to the estimated gallonage of oil, which 
would be supplied by Regent to the owner over the 
specified period, and the owner undertook to buy all 
his oil from Regent. In 1956 Regent oil was sold at 
4,886 filing stations of which 4,483 were tied by 
exclusivity arrangements, but twelve by an arrange- 
ment of a special typ2 

The transactions involved in this new type of 
arrangement consisted of the filling station owner 
leasing the station tc Regent for a number of years 
at a nominal rent anc in consideration of a premium, 
and of Regent subletting the station back to the owner 
for the same number of years less three days at a 
nominal rent, and >f the owner entering into а 
covenant to purchase Regent oil only. The premium 
was calculated by reference to the estimated gallonage 
to be supplied by Regent to the owner for the duration 
of the lucus but Regent would make additional 
payments if the estimate was exceeded. The owner 
undertook not to assign his tenancy except to a person 
undertaking to enter into a similar transaction. The 
periods of subletting -anged from five years to twenty- 


one years, and the premiums varied from about £2,000 
to £183,000. In the case of one filling station a lump 
sum was expressed to be payable in consideration of 
the owner, then engaged in the building of a number 
of stations, undertaking to erect those stations and to 
grant leases on scheduled terms. 

It was contended by the respondent that the sums 
in question were payments for the acquisition of+~ 
interests in land; that Regent was not a dealer in land; 
and that the sums were paid for capital assets. For 
Regent it was contended that the sums in question 
were properly chargeable to revenue account. The 
Special Commissioners decided in favour of Regent. 


Held (affirming the judgment of the Court of 
Appeal): the sums in question were paid in order to 
obtain the ties, and were capital payments. 


, Cameron's Executors v. C.LR. 


In the High Court of Justice (Chancery Division) 
July 27th, 1965 

(Before Lord Justice HARMAN), 
Estate duty — Income tax — Business carried on by wife >e 
Losses in that business — Relief against wife's отет ~ 
income — Repayment to husband – Whether sums repaid 
are part of husband's estate ~ Finance Act, 1894, 
section I — Income Tax Act, 1842, section 54 — Income 
Tax Act, 1918, section 25, Rules of Case IIT, Rule 2, 
All Schedules Rules, Rule тб — Income Tax Act, 1952, 
sections 314, 341, 354, 355 — Finance Act, I953, 
section 15. 

The testator had a small pension which with some 
other income amounted to about £3,400 a year. His 
wife had an investment income of nearly £11,000. 
She had carried on a farming business, which made 
losses, and repayment of tax deducted from: her 
dividends was made pursuant to section 341 of the 
Income Tax Act, 1952. Repayment was also made 
pursuant to section 3 4 of that Act. The sums thus 
repaid were paid to the testator, no claim for separate 
assessment having been made by the wife. 

The Inland Revenue claimed that the sums repaid +. 
formed part of the husband's estate for estate duty 
purposes. His executors took out an originating 
summons for the opinion of the Court on the question. 

Held: the sums belonged to the wife, and the 
testator's executors were liable to account to her 
therefore out of the assets of the estate. 
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The new Friden* 130 Electronio Calculator is mid-way be- 
Most adva nced tweem a mechanical desk calculator and an electronic compu- 


7 ter. tt has no moving parts — all calculations are performed 
electronic calcu | ator by sclid-state electronic components, ard entries and answers 


in existence? are =isplayed on a cathode ray tube like a miniature T.V. 
воге эл. It works in milliseconds and it works silently. 
Prob ably Operation of the 130 is through a very simple keyboard with 


| clea-zy marked controls. Results appear on four registers 
" malang it possible to work on multistop problems in logical 
orde without manually re-entering amounts. All entries and 


А ansvrs are automatically aligned around a selected decimal 
Most beautifully poirt In classic simplicity and elegance of design, it is 
designed ? unrm*tched among today’s office machines. 
се Friden 
ч ` Fricen House, 101 Blackfriars Road, London, SEI. 


WA erloo 1301. 


Sales Offices at: BELFAST, BIRMINGHAM, BRISTOL, CARDIFF, 
COVENTRY, DUBLIN, EDINBURGH, GLASGOW, HANLEY, HITOHIN, 
LEED3, LIVERPOOL, MANCHESTER, NEWCAETLE, NOTTINGHAM, 
PLYIOUTH, SHEFFIELD, SOUTHAMPTON. 

* A Czademark of Friden, Ino. 
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Phenix to the recent! sam. ae 


ago, Phenix would have extinguished your fire. Today, our rescue operations are 
concerned with reducing the financial consequences of disaster..... as specialists 
in fire and accident insurance, we know that losses aren’t confined to buildings, 
plant and goods. There are others less obvious but just as crippling financially. 
Overheais must somshow be met, essential orders filled, key workers рада, book 
debts recovered —even.though production is at a standstill..... Phonix р ; 

will protect your business against many kinds of financial loss—if you 
haven't got this protection, it's time you oonsidered it. For more about 
business insuranoes write to our Publicity department in London or any 












PHCENIX ASSURANCE COMPANY LIMITED, Phoenix House, King William Street, London ЕСА 





STOCKTAKING Y 
Orridge & Co Ltd э шшш via its Subsidiary Company 
Orridge (Valuers) Ltd. ^ rented 1846 


Over 300 Stocktakers available for Valuations in all parts of the Country. 

Нер Orrice: 184 STRAND, WC2. Temple Bar 9212/3 & 6340 — QUALIFIED VALUERS. 
Members of the Leading Professional Bodies B 

Single businesses and multiple firms would be wise to have their stock independently 
valved. We already carry out Stocktaking at well over 3,000 establishments per annum 


and our connections are rapidly increasing. Reasonable terms. Lump sum including 
‘expenses or ad valorem basis plus ын 


Branch Addresses: ~ 36 Cannon Street, Birmingham 2. Midland 6547 
14 Chapel Street, Плуегроо! 3. Central 7523 ; 517 Christchurch Road, Boscombe, Bournemouth 35832 
9 Albion Street, Leeds 1. Leeds 33084 7 Stumperlowe Avenue, Sheffied 10. 32507 


Please write in the first instance, after which we will arrange for a rer ni to call placing you 
under no obligation whatsoever. Present Managing Director with the firm for thirty-seven years. 


Ы am 
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Notes and Notices 


ў PROFESSIONAL NOTICES 


The partners of Broaps, Paterson & Со and 
ARTHUR YouwNG & Co announce with deep regret the 
death of their senior partner, Mr. ANTHONY MURISON, 

M.A., F.C.A., on September roth, 1965. 


Messrs REYNOLDS & RUDERMAN, Certified Account- 
ants, of Hatfield and Welwyn Garden City, Herts, 
announce that the partnership between Messrs E. J. 
REYNOLDS, F.A.C.C.A., F.8.4.&.,, and W. RUDERMAN, 
Р.А.С.С.А., ACIS, ATILI., has been dissolved by 
mutual consent with effect from September 3oth, 
1965. From October ist, 1965, Mr E. J. REYNOLDS 
will practise under the style of ReyNotps & Co at 
2 'The Parade, St Albans Road, Hatfield, Herts 
(telephone Hatfield 4198) and Mr W. RUDERMAN will 
practise under the style of W. RUDERMAN & Co at 

idland Bank Chambers, Howardsgate, Welwyn 

са City, Herts (telephone Welwyn Garden 
24163). 


Appointments 


Mr A. T. Hesmondhalgh, r.c.&, has rejoined the 
board of Midland Electric Manufacturing Co Ltd as 
а non-executive director; he was previously a director 
from 1946-53. 


Mr Keith S. Carmichael, Е.С.А., has been appointed 
a director of Radio Rentals Ltd. 


Mr E. M. Kevehazi, F.C.4., hai joined the board of 
Burrell & Maurice Ltd. ETE 


` Mr Hugh Thayer Nicholao; F.c.A., has been 
«орош a director of С. D Peters & Co Ltd. 


4 OBITUARY 
A. E. Langton, LL.B., F.C.A. 


It is with much regret that we record the sudden 
death on September rıth of Mr А. E. Langton, 

LL.B., F.C.A., a director of H. Foulks Lynch & Co Ltd, 
the accountancy tutors. Mr Langton, who was aged 
77, joined Foulks Lynch in 1919 and later became a 
director, and Director of Studies. He was well known 
to countless students over a period approaching fifty 


years. | 
А. more detailed account of Mr Langton's career 
will appear in next week's issue. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN IRELAND 


President's Luncheon 


The President of The Institute of Chartered Account- 
«ants in Ireland, Dr Howard W. Robinson, PH.D., 
' LL.B., Р.С.А., gave a dinner party an September 6th, at 

Jammets Restaurant, Dublin. ЊЕ guests were: An 

Taoiseach, Mr Sean Lemass, The Governor of the 

Bank of Ireland, Mr Donald Carroll, a.c.a., Dr J. F. 

Dempsey, A.C.A., Sir, Basil Goulding, Mr George 

Hetherington, The. Rt Hon. М си John ку 
and Mr А. G ‚ Larsen. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
Special Meeting. 

A special meeting of members of The Institute of 
Chartered Accountants in Englend and Weles is to be 
held at 10.30 a.m. on Thursday next, September 
23rd, in the Assembly Hall of Church House, West- 
minster, London SW1r. The purpose of the meeting is 
to consider, and if thought fit, -o pass certain resolu- 
tions to amend the Supplementary Royal Charter, 
1948, and the bye-laws. Reference was made to the 
main purpose of the resolutions under “Weekly Notes’ 
in The Accountant of September 4th. 


Publications for Members in Industry 


The Council of The Institute cf Chartered Account- 
ants in England and Wales has euthorized the publica- 
tion, under the auspices of its Consultative Committee 
of Members in Commerce and Industry, of a series of 
booklets intended primarily to assist members in 
commerce and industry, thougk it is hoped that they 
will also be of use to practising members. The booklets 
will be written from a practical 5oint of view with the 
object of giving a concise wcrking background to 
thesubjects chosen and willincluce a bibliography for the 
guidance of those readers wishirg r information. 
The booklets will not be in the orm of Council- 
statements but will be the counterpart of the currently 
successful series of practice administration booklets. 

Subjects selected include use of computers, research 
and development expenditure. budgetary control, 
short-term accounts, data for management, ratio 
analysis, administration of accounting departments and 
marginal costing. 

It is intended to start publication of the booklets 
early in 1966 and further detaile will be announced as 
soon as possible. 


Future Courses for Members 


Following the success of the o-iginal electronic data 
processing courses and the very encouraging response 
to the questionnaire sent to all msmbers in January, the 
Council of the Institute has approved a number of 
courses to be held over the next two years. Great 
interest was expressed, in replies -o the questionnaire, in 
courses on management information, and a pilot course 
to determine the content of the first course to be held 
on the subject will take place ar Brighton in October. 

"The pilot course will commence with an introduction 
to the concepts of information sciences, and a review of 
business structure and levels of management, as а 
background against which the verious techniques to be 
developed on the course can ђе seen in perspective. 
Techniques of the control of cap-tal investment and the 
cost of operations will then be dealt with and there will 
be a case study to enable members to put these tech- 
niques to practical application. The course will then 
move on to examine scientific techniques in their 
business applications of problem solving. The use of 
computers in applying these new techniques will be 
dealt with and a second case study will pose practical 
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.problems for member: to suggest the techniques to be 
chosen with a simple 2xercise. Finally, the course will 
take a look at the fu-ure and at the development of 

. integrated managemert information systems and some 
of the problems invol-ed. 

It is hoped that the introductory course will give 
members, both in practice and in industry and 
commerce, an appreciation of the techniques which 
they may use to promote the better presentation of 
significant management information. 

А course on data transmission and use of computer 
bureaux, to be helc at Brighton in February, is 
intended to illustrate the techniques of control and 
audit where information is sent to а computer bureau 
and processed away fom base. It is hoped to have a 
link with a computer во that members can see the 
practice of these techmiques. The taxation courses in 
the list below will deal with taxation and executor- 
ship planning; the Ceuncil hopes that members both 
in practice and industry and commerce will find the 
courses helpful. The Council is also actively consider- 
ing ways of presentirg similar courses at universities 
‚апа technical colleges. 

Details of courses so far arranged and covering the 
next two years are as follows: 

1965 
ees 213t-29th: El»ctronic data processing — Brighton. 
January r6th-24th: Electronic data processing ~ Brighton. 
February a2nd-25th: Tata transmission and use of com- 
puter bureaux — Brigaton. 
March 15th-19th: Electronic data processing advanced 
conference ~ Cambricge. 
dia y Ди e Munesocaetit information — location not 


June pay Electronic data processing — Brighton. 

July 14th-19th: Oxford summer course. 

September 14th-18th: Cambridge summer course. 

October 11th-19th: Menagement information — Harrogate. 

November 81h—12th: Daza transmission and use of computer 
bureaux — Brighton. 

November 28th-Decemb.r 4th: Taxation — Brighton. 


Коо I7th-25th: A.D.P. (advanced – including audit 
techniques) ~ Eastbourne, 

February 141h-22nd: Management information — Brighton. 

March 14th-r8th: Advanced electronic data processing 
conference ~ location not yet fixed. 

April 3rd—oth: Taxation — te. 

April 25th-May 3rd: A.D.P. (advanced – including data 
transmission and bureaux) — arrogate. 

MODE 23rd-27th: Maragement information (advanced) – 


June Son -281: Management information — Brighton. 

July 13th-18th: Oxforc summer course. 

September 30th-24th: Cambridge summer course. 

October 2nd-8th: 'Taxa-ion — Brighton. 

October 24th-Novembcr rst: A.D.P. and management 
information systems (advanced) — Brighton. 

‘November 28th—Decemrer 6th: Electronic data processing 
(including bureaux end audit) – Brighton. 


P. D. Leake Research Fellowship at 
London University 


The Council of The Institute of Chartered Accountants 
in England and Wales, as trustees of the P. D. Leake 
'Trust, has annourced that Mr R. H. Parker, 
в.8с.(ЕСОМ.), А.С.А., has been appointed to a P. D. 
Leake Research Fellcwship tenable in the University of 
London. 

Mr Parker will take up his appointment on January 
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Ist next, and proposes to conduct research into “The 

development of cost accounting in Great Britain in 

the late nineteenth and early twentieth centuries’, 

MONOPOLIES COMMISSION T 
New Chairman 


The Board of Trade have announced that Mr Ashton 
Roskill, о.с., has been appointed Chairman of the 
Monopolies Commission, as from December st, 
following the forthcoming retirement of the present 
Chairman, Mr R. F. Levy, Q.C., who has served as 
Chairman of the Commission since 1956. 

The scope of the Commission’s work has recently 
‘been increased under the Monopolies and Mergers 
Act, 1965; in particular, the Commission is now 
responsible for the investigation of mergers, on the 
reference of the Board of Trade. Under the new 
legislation, the Commission is to be enlarged and will 
‘be able to work in groups so that it will be possible 
for it to-handle a substantially larger amount of work. 


к 


AUS 


INLAND REVENUE APPOINTMENT  ' 


Mr Norman Charles Price has been appointed as а 
Commissioner of Inland Revenue in succession to 
Mr Reginald Owen Mercer Nicholas, c.B., who is 
retiring from the public service on September 3oth. 


THE ASSOCIATION OF LECTURERS IN 
ACCOUNTANCY 


"Ihe Association of Lecturers in Accountancy is 
organizing a conference on ‘Accountancy education in 
the 1960s’, to be held at Slough College on October 
30th. The programme will begin at 10.30 a.m. and will 
include lectures and discussions in study groups. The 
fee, which will include lunch and refreshments, will bi 

£1 1s to members and £2 2s to non-members of the 
-Association. Full details are available from the Secre- 
tary, Mr J. L. Brown, A.C.W.A., F.COMM.A., Senior 
Lecturer in Accountancy Studies, Balham and Tooting 
College of Commerce, London SW17. 


3i PER CENT DEFENCE BONDS 
Second Conversion Issue 


The Treasury have announced that a conversion offer 
will be made to holders of 34 per cent Defence Bonds 
(Second Conversion Issue) issued, on February rst, 
1956, and maturing on February 1st, 1966. 

These holders will be invited to exchange their 
holdings into 5 per cent National Development 
Bonds (Second Conversion Issue) on February 1st, 
1966. Holders who accept the offer of conversion will 
receive a final interest payment of six months' interest 
at £34 per cent per annum on February Ist, 1966, 
together with the premium of £3 per cent on bonds 
exchanged. If the offer is not accepted, interest on, , 
the maturing bonds will cease with the payment due ’, 
on February rst, 1966. 

The terms of the new Conversion Issue Bonds will 
be the same as those of Ше 5 per cent National 
Development Bonds currently on sale except that 
interest will be payable on February 15th and August 
15th. The list of acceptances of the conversion offer 
will be closed on October rst, 1965. 


September 18th, 1965 


MANCHESTER SOCIETY OF CHARTERED 
ACCOUNTANTS 


The 1965-66 session of the Manchester Society o^ 
_ Chartered Accountants opens on October ist wher: 
7 the President and members of the committee wil. 
hold a sherry party for newly-qualified charterec 
accountants in the area. 


Luncheon Meetings 


A series of luncheon meetings has been arranged fo- 
the first half of the winter session at 46 Fountair. 
Street, Manchester 2, commencing at 12.45 p.m. az 
follows: 


October та: ‘A few reminiscences’, by Mr R. Н. E 
Wilkinson, M.A., Е.С.А., J.P., (a Past President of the 
Society). 

November 8th: ‘As others see us’, by Mr B. J. Holloway 
M.A., B.SC., Secretary, Manchester University Appoint- 
ments Board. 

December 13th: Christmas lunch: no speaker. 


X January roth, 1966: Speaker to be announced. 


Evening Meetings 


The following two evening meetings have beer 
arranged for the winter session and will take place 
at 46 Fountain Street, Manchester 2: 


November 29th: Joint meeting with members of The 
Institute of Cost and Works Accountants. "The 
contribution the accountant can make to economic 
affairs’, by Mr H. F. R. Catherwood, M.A., F.C.A.. 
chief industrial adviser, Department of Economic 
Affairs. 

February arst, 1966: Joint meeting with members of the 
Association of H. M. Inspectors of Taxes. The meeting 
this year will take the form of an 'Open forum! preceded 
by a buffet meal. Further details will be announced 

ter. 


The Society's annual dinner will be held on 
November 18th, at the Hotel Piccadilly, Manchester. 
The price of the tickets will be £2 15s each, exclusive 
of wines, and because of increased accommodation, 
each member may bring two male guests. 


Discussion Group 
'T'he discussion group will be resuming its activities 
on September 22nd. The group meets monthly at 
46 Fountain Street, Manchester 2, at 6 p.m., tea and. 
biscuits being available from 5.45 p.m. The honorary 
secretary is Mr R. Batters, A.C.A. 


MANCHESTER CHARTERED ACCOUNTANTS” 
STUDENTS’ SOCIETY 


Annual Report 


Membership of the Manchester Chartered Ac- 
f countants’ Students’ Society at March 3186, 1965, 
totalled 1,561 compared with 1,499 at the correspond- 
ing date last year, according to the report of the 
committee to be presented at the Society’s annual 
general meeting on September 23rd. 
‚ Only eighty-four students enrolled for the Inter- 
mediate evening lectures and fifty-three for the Final 
evening lectures, compared with 145 and seventy-six 
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respectively in the previous уест. As a result of ‘these. 
disappointing figures’ the Society’s Education Sub- 
committee has now decided to dispense with the 
evening lectures in favour о: week-end residential 
courses at Lyme Hail. Durinz the year, three very 
successful three-week introductory courses for newly 
articled clerks were held in conjunction with the 
Manchester College of Commerce. Two revision 
courses were also held at the College for students 
preparing for the Intermediete examinations. The 
popularity of the courses was acknowledged by the 
fact that they were both oversubscribed. 

The report goes оп to state tnat the intention of the 
Lyme Hall courses, as now run, is that they should be 
held at а time when students have completed their 
correspondence courses. Тће Education Committee is 
now arranging for additional week-end courses to be 
held quarterly which will be devoted to the study of 
specific subjects in depth. 

Social functions included the annual tickers’ ball 
which was attended by some s2ven hundred students 
and guests, a tickers’ luncheon which was followed by 
a talk on “The relations between the Inland Revenue 
and the accountancy profession’, by Mr J. G. Davies, 
an Inspector of Taxes, and a ‘teat dance’ attended by 
some two hundred and fifty members and guests. At 
sport, rugby and association football, hockey and golf 
matches were played. The Society's Bolton Branch, 
with a membership of seventy-fve, reports a successful 
year. Eight lecture meetings were held covering a 
wide variety of subjects. : 


OFFICIAL RECEIVER APPOINTMENTS 


The Board of Trade have announced that Mr Norman 
Saddler has been appointed Principal Inspector of 
Official Receivers attached to the Office of the Inspector- 
General in Bankruptcy (Londor), and that Mr Walter 
Arthur Bishop has been appointed Official Receiver 
for the Bankruptcy Districts of the County Courts of 
Leeds, Harrogate and Wakefield. Both appointments 
took effect on September oth. 

They also announce that as from September 6th 
Mr John Raymond William Richardson has been 
appointed an Assistant Official Receiver for the Bank- 
ruptcy Districts of the Count~ Courts of Croydon, 
Guildford, Kingston upon Tames and Tunbridge 
Wells. У 


THE ACCOUNTANT BY AIR 


'The advantages of keeping ccmpletely up to date 
are obvious. Overseas readers of The Accountant 
may receive their copies of each week's issue 
within a few days of publicazion by subscribing 
for the airmail edition prin-ed on special thin 
paper of high quality. Тће subscription for the 


airmail edition is £7 15s a vear, including ad- 
ditional postage, irrespective of the country to 
which copies are sent, and £3 :7s 6d per half-year. 
Readers abroad who are interested in receiving 
the airmail edition, ог anyons who may wish to 
send The Accountant to relatives or friends 
overseas, should write to the Subscription 
Department, 151 Strand, London WCz. 
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SUMMER SESSION 1965 EXAMINATION 


The following candidates were successful in the Summer Session 1965 examinations 









PART I 
Agnew, H. D. (Tallaght, Co. Dublin) hty, P. М. 6. (Limerick) O'Boyle, D. J. (Dublin) 
aroni, E. (Belfast) Gill, T. б. (Belfast O'Brien, R. W. J. (D (Dublin) 
Allen, J. G. (Co. Antrim) Cine B. Р. (Dublin) O’Cearbhaill, Р. (Sandycove, Со. 
Astbury, B. Glasgow, D. H. A. (Belfast) Dublin. 
Gleeson, P. (Dublin O'Connor, D ublin) 
Бан R Gordon, R. (Douglas West, Co. Cork) O'Connor, K. blin) 
ла à ка Granet, S. (Belfast) O'Donnell, J P. (Dungannon, Co. Tyrone) 
(Mungret Co. Limerick) Guinane, P. J. (Limerick) - O'Flaherty, Р. J. (Limerick) 
Boland, Р. Q'Grady, D. (Thurles, Co. Tipperary) 
le, РМ M. (o4 Dublin) Hall, W. A. (Belfast) O'Hare, C. S. (Dundalk, Co. Louth) 
Brett, Sligo Hally, W. W. (Waterford) Oloyede, A. (Dublin 
Brown, G. Hanna, A. G. (Dublin) rr, D. D. (Dublin 
Byers, J. K. ( fis) [MM Co. Down) Hanna, G. B. (Belfast) Q’Shea, W. G. J. (Waterford) 
Heatley, J; (Crumlin, Co. Antrim O'Sullivan, J. A. (Dublin) 
Carthy, C. A. (Cavan) Herlihy, ‚В. (Grevatones, Co. Wicklow) O'Sullivan, V, P. (Dublin) • 
Clancy, J. V. (Dublin) Howitt, ТУ T. (Belfast 
Curios |. (Ванн) па) Hogan, B. M ubl D Perte J k (Belfast 
. Је В u er, 6. 
eO Gate зи Aq C PNE 
Й ; iy on ublin ce 
Conran, J; J (Waterford): -First Place) Jenkinson, T. V. (Dublin) ‚ G. (Miss) (orbis) 
nway, C. ) Р 
midia j. {Clareabridgs, Со. Galway) Keane, М.Ј, Т ОБРЫВ Со co Pha) Quigley, D. W. Dublin) 
Cuddy, W. Н. C. (Midleten, Co. Cork) Kelly, F. F В. опаа, Со. Dublin) Quigley, J. (Dublin ) 
Cullen, С: Je (Dalkey, Co. blin) К y, G. ucan "Dublin) 
urran, P. R Dub lin) Kennedy, D Lucan Со Co. Down) Ranalow, F. W. H. (Ennis, i Co. Clare) 
Curran, R. M. D. (Риђи) ' Ва 1, H. R P. (Dublin Armagh) 
. Redmond, P. AP P. (Dublin) ~ 
Агсу, L. R. (Limerick) Lacy, Ј. A. (Blackrock, Co. Dublin) Reed, S. R. (Belfas 
Darks р R. (Dublin) Levin, T. D. (Dublin) ; Robinson, T. N. (Bangor, Co. Down) 
Dillon, D. G. lin) Leydon, P. G. (Ballinfull, Co. Sligo) ` Roche, J. D. (Dublin 
Dolan, M. J. (Dun Lao оне, Co. Dublin) Lindsay, J. (Blackrock, Co. Dublin) Rountree, A. Н, (Dun Laoghaire, Co. 
ing, R. (Wate ford) Lockhart, D. F. n lin) Dublin 
Duffy, P. R. (Dublin) Lowe, G. (Belfast Rowe, D. A. (Belfast) 
Duncan, P. L. iss) (Belfast) 
Dunne, J. А. (Dublin) McCauley, J. G. Bets) Co. Down) Sheehan, C. А, (Cork) 
Dwyer, L. P. (Dublin) McClure, R. R. (Belfi Sheehy, M. H. (Patrickswell, Co. Limerick) 
McDaid, ae Par Shivers, W. x elfast) 
P (отоу, Co Cork) McDonald, . D. (Waterford) Shriver, B. B. (Belfast) 
Езоп, В К. ( McEvoy, P. V. (Waterford) Slye, L. (Dublin) 
McGerty, B. F. M. (Blackrock, Co. Dublin) Smith, G. (Sandyford, Co. Dublin) 
Farrell, 6. S, (ок. Со. Dublin) MacInerney, P. J. N. (Dublin) Spollen, A. L. (Dublin) 
Farrelly, S. P. McMahon, 1. Е By P (Limerick) Stewart, blin) 
Fay, P. J. (Dublin MacManus, H. (Letterkenny, Co. Sullivan, B. P. (Malahide, Co. Dublin) 
Finan, J. J. (Sligo А Donega_) . 
Fleming, O. L. blin) х McNabola, J. P. o Dublin) Taylor, E. G. (Belfast) - 
Fletcher, J. G. (Mullingar Co. Westmeath) McNally, S. (Dun Laoghaire, Co. 
Forde, T. W. W. (Bangor. Co. Down) Dublin їп), Walmsley, J. D. (Belfast) 
Frame, J. C. (Вга Co. Wicklow) Megran, R. M. angor Co. Down) Walsh, М. J. (Dublin) 
Furlong, J. J. A. (Wexford) Mooney, А. А. ( Walsh, P. a (Dublin) 
Witham, J. C. (Dublin) 
Gannon, J. T. (Sligo) Napier, R. С. (Belfast) 
Gaw, W. Is. (Belfast) Меш, Y, (Belfast) 70 candidates failed to satisfy the examiners 
s 
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CT). . SUMLOCK, BURROUGHS & A ht 
RS-SAMAS (LC.T. . | ; : KEY DRIVEN MAC NES) 
pases CALCULATING SERVICE LTD EVERY sits OF CALCULATION UNDER- 
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PART II 
Abu Bakar (Belfast) Kelly, F. N. А. cbr First Place O'Hara, D. V. (Belfast) 
Andrews, S. W. (Belfast and the John Maczis M. mud l Prize) O'Keeffe, D. (Dublin) 
Appleby, А. (Ki y, Co. Dublin) ' Kennedy, P. (Belfas-) - O'Reilly, C. М. i (bathe Co. Dublin) 
2 Кеппу, ul B. E ron i O'Siochain, D. B. 
г Вор В. R. T. (Fermoy, Co. Cork) Kerley, М. Т. (Dublin) _ 
(Deb Lane, E. R. (Malahide, Co. Dublin) Pedo А Г, So), Co. Dublir ) 
ergin, rem . Dublin eelo ооп, in 
Bouchier Hayes J. D. M. (Dublin) P. T (Dubliz) Phillips, P. E. (Dublin) 
Bowlea, P. D- (Dalkey; Co. Dublin) v О, J. (Glengzeary, Co. Dublin) Power, W I, (Belfast) 
Burrows, G. R W. RE Co. Dublin) Lynch, J. "HL (Dublin) Prior, G. M. (Belfast) 
Саву, J J.J. PER P Eie иу, Co. Down) Quinlan, T. (Dublin) 
own 
Зи J. MD oxrock, Co. Dublin) ks Quinn, P. (Belfast) 
Glen V. (Belfast M M. (Eallymena, Co. Antrim) 
Cousins, J. Shankill, Co. Dublin) (Second Place) Rankin, D. C. (Belfast) 
Cowley, M. Е, lin) McClelland, R. J. У". (Belfast) Reddy, 5 J. (Dublin) 
Creedon, P. M. (Dublin) McConville, 8. (Luxgan, Co. Armagh) R M. G. K. (Draperstown, Co. Derry) 
Cullen, J. A. (Dublin) McCutcheon, R. Т. Bandon, Co ) Robinson, J. C. A. (Dublin) 
Curran, M. J. (Dublin) McDonagh, K. F. (Dublin) Rodgers, P. J. (Limerick 
Cusack, T. V. (Dublin) MacDonald, B. (Be ) Roycroft, R. by (еш), 
McDowell, D. P. O (Dublin) Ryan, P. A. (D 
Daly, G. E. (Tramore, Co. Waterford) Ми S. T. (3elfast) Ryan, T. K. e vil Co. Dublin) 
Dillon, J. B. (Dublin) :borough, Co. Down) 
Doody, J. P. (Dublin) МЕНЕ „РУ Es. Басуто, Со. Dublin) Scully, J. F. Dublin) 
Maher J, D F. (Belfast) Semple, M. Se Srey Co. Dublin) 
Ekpong, E. W. (Dublin) Maher, J (Dun Laoghaire, Со. Dublin) Shaw, J. M, R. (Be 
vans, J. W. (Delgany, Co. Wicklow) S. (Belfast) Silcock, E. B. (Tungan; e. Armagh) 
aN Martin 5, Н. Е. (Dublin) Smith, М. Lg ublin) 
Farrell, R. R. (аер Со Co. Dublin) Mathews, Т. S. (Dublin) Stein, R. J. (Dublin 
Fitzgerald, V. E. (Dublin) Menezes, M. W, (B=lfast) Stephenson, E. F. у 
Могап, В. М. tzin) Stewart, R W. 
Glennane, D. E. = (Dublin) (Third Place) Mo: , J. B. (Carrickfergus, Co. Antrim) Stirling, G. W. linee Co. Dublin) 
Glynn, F. M. (Dublin) Mo oy .8 D. (Dutlin) 
race. E. (Dublin) a M ock, P. H. (Dublin) Thompson, J. H. (Zondonderry) 
Grier, D. T. (Dublin Murphy, J. J. R. (Calkey, Co. Dublin) Thornton, J. M. (Dublin) 
Guilfoyle, D. P. J. ay, Co. Wicklow) Morphy, j Ew олсо rthy, Co. Wexford) Tuthill, A. Н. (Dublin) 
urray, J. at +. 
Hadjianastassiou, A. (London) Murtagh; J ‚А. (Duslio) Uniacke, B. D. (Cork) 
Hanna, W. Б. d N ae lin) Vaughan, M. B. (Dublin) 
Harris, W. ublin ewman 5 aughan, M. B. (Du 
Healy, M. A. (Dublin) Norton, М. A. (Dutlin) 
Hilliard, J. B. (Dublin) Walsh, B. Т. (Dublin) 
O'Beirne, E. roh Walsh, D. А, (Cork) 
Johnston, Е, A. L. (Belfast) од Connori A E Howth, Co. Dublin) ` E 
Jones, Т. B. (Belfast) Q’ Flynn, J. 80 candidates failed to satisfy the examiners 
C PART Ш 
Jepa, С.Р ier qe Co. Dublin) Ennis, D. P. J. (Dublina) Kelly, T. P. (Dublin) 
DB А. S. (B : Keveny, J. J. (Sligo) 
Bell & 6t (Баа) ) Finegan, A (Navan, а 
tT (Weak перап, PUN Lawson, С. D. (Dublin 
Bo exford) Fitzmaurice, ; Co. Down diu 
ЙҮ АЛТ ОШ Pase ui Ch “Tee DI M. (онон Co 
yrne, ewry, own itz-Simons, J : : 
Flanagan, F. G. vndalk, Ls. Louth) Lyons, G. D. M. (Sandycove, Co. Dublin) 
, M. P. (Dublin) Fortune, L. K, (Braz, Co. "Wicklow) 
Callaghan, R. D. (Cork) Frayne, P. J. yoooth, Co. Kildare) MacAodha, E. P. S. (Dublin) 
Cashell, T. S. (Castleknock, Co. Dublin) : McCarthy, D, Е. (Kenmare, Co. Kerry) 
Champion, F. M. F. i Co. Wicklow) Gaffney, P. Е. P. (Cublin) McCarthy, J. B. (Dublin 
Hins, D. Е. (Dublin Geoghegan, N. P. (Dun Laoghaire, Ce. McConnell, D. W. (Dubli 
Concanno Ps Galwa: x Dublin | McCullagh, A. W. (Dublin) 
Corcoran nniskerry, Co. Wicklow) Ghauth, M. M. (Be-fast) : McCulloch, T. J. (Belfast) 
Corr, Е, M. (Carum van) Gibson, А. » elfaat) : MacEvilly, Т. N. (Sligo) С 
Cotter, B. E. ЫН) ў еа КЕ Ык) MacGo S. S. (Blackrock, Co. Dublin) 
Deasy, W. P. N. (Blackrock, Co. Dublin) Grimes, T. S Gigo Co. Dublin) „Td lace 3 blin) 
, Co. ercies, ublin cLo in, P. (Dubli У 
- Devine, D. H (Dublin) : McQuitty, К. T. (рчы) 
Dickson, D. J. M. (Веи Hall, А. C. t) Mahony, M. B. (Cork) 
DM D. E. blin Hanan, W. R. in) Malcolm, P. J. (Dublin) 
M. J. (Belfast Harris, G. J. liz) | Molloy, М. В. (Dublin) 
D ea, Me (Stillorgan, Co. Dublin) Hickey, M. J. (DubGn) Moorhead, G. W. (Glenageary, Co. Dublin) 
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Murphy, J. M. M. (Dublin) 
Nathan, V. F. (Cork) 
O Cearbhaill C. (Sandycove, Co. Dublin) 


; чыш) (Second Placo) 


Often Р, m (Сазе el Ci e Tipperary) - 
C Sullae I . К. Фао) a. Co. Dublin) 
Perry, F, J. (Blackrock, Ca. Dublin) 


Aldridge, А. Е. E. (Sandyc=ve, Co. Dublin) 


Ball, R. G. M. lin) 
Barrett, W. F. open 
Bolton, J. F. er, Co. Down) 


Boyce, К. B. G. (London 
Byrne, C. E. (Bray, Co Ca Wicklow) 


Сауе D. 1. ЖУ ОЛУ 


Davidson, P. A. Т, (Belfas-) 
Davy, Т 1. D. 


Greely, J. P. irn Kaldare) 
H D. A. blin 
Hanna, N, E. Bda 


Harrison, P АСТЕ 
ashim, А. (London) 


MT 


Abia, E, C. D. (Dublin) 


Barber, J. S. (Сон) 

Жер ТС. J.C D ; Cœ Dublin) 
Boucher, Dun Laoghaire, Со. Dublin) 
Brewster, Т. (Londonderry- . . 
Brophy, A. J. (Waterford) · 


Callaghan, J. E: (Dublin) 

Cannon, +. (Dablin) 

Cassidy, J. С. M. elu) i 

Coady, "5 (Tullamore, Co. Offaly) 
Cronin, J. D. (Carrick-on-Shannon, Co. 


Leitrim) - 
Cronin, J. К. (Mount Мегзоп, Co. Dublin) 
Devitt, A. B. (Glenageary, Co. Dublin) 
Duffy, M. ) 
Duffy, P. C. (Derry) 
Eaton, G. (Cork) 
Gibson, H. J. (Belfast) 


CAR & GENERAL . 


. Murphy, Į: 
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Quinn, M. din 


Scully, B. = d ublin 

Shannon, patrick, Co. ows 
Sheehan. E in) 

Sommerfield, C. P. (Com 


Неее, м: (Leopa- wn, Co. Dub- 


PART IV 
h, M. J. Dublin) 
Hayden, N. Ду 
F.J dcm ondan, Co. Dublin) 
Hor rey, Co. Wicklow) 
Hunter, MO H. ав 
Igwe, I. U. А. (Dublin) 


James, G. B г Бен) (Second Pla) 
Johnston, E. I,-(Belfasty 


Kirwan, L. C. (Dublin) . | 
Lindsay, 1 (Portrash, Co. Antrim) 
Eise Place yet Samiel Smyth Memorial 


É в) E 


McCann, W. M. (Bray, Co. Wicklow) 
Armagh) 


McDowell, w. К. 

McKenna, К.Е ned К 

McKeon, J. P. d lint 

McKeown, Т. А. (Bre A Wicklow) 

McKnight, Н. У. fast) A 

McMaster, ЕМискашоге, Со. 
Antrim) : 


McS J. W. (Dudliny 

Mal | 8 ын, ту Co. Dublin) 
Машо, d E S ee Co. Dublin) 
Moore, J. F 


. Morrison, 1. Cork) 


PART V 
Gribbon, E. J. (Belfast) (Third Place 
‚ T. W. (Dublin) 


Lowry, E. F. B. 
Lyons, J. F.: 


fas’) 
lin) 


McKenna, К. А. 
McNeice, 
Antrim ы 
Maybury, © 5, (шын (Second Plage) 
J. P. P. (Dubli) 
D. (Dublin) | 


Meaney, - 
E. (Dublin) 
D. (Dalkey, Co. Dublin) - 


(T oomebridge, : 


Murphy, 


O'Boyle, P. С. A. (Blaczrock, Co. Dublin) 


H 
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Staunton, W. Cater 1 Co. Мый Minería (First 
Place and tha Arthur ` 
Prise) 

Vaughan, R. B. M. (Dublin) 

wee К. M. (Mount Merrion, Co. 


ми 


8. Vv Z1 = u 
Wylie 1 E. (Belia ast) 


103 candidates failed to satisfy the examiners 


“Morrissey, C. (Dublin) 


- 


Neely, J. B. (Devon) 


O’Brien, В. blin) 
O'Donnell an . (Dublin) 
O'Flynn, P. C, (Dublin) 


Ira npa om 


Rahman, А. bin A. H. (Malaysia) 
Richardson, Р. J. (Blackrock, Co. Dublin), 

Rose, M. B. (Belfast) ! 

Ryan, E. M. - (Dunboyne, Co. Менш) 

Scott, D. I. (Dublin io) 

Sheehan, TM lin) (Third. Plac) 

Smyth, R. 

Solomons, ©. A (Cultra, Co. Down) 

Spain, M. G. (Thurles, Co. Tipperary) 


Traynor, B. (Mount Merrion, Co. Dublin) 
Twomey, S. M. P. (Limerick ck) 


= 


. Varian, M. R.H. (Glenageary, Co. Dublin) 


Wright, Т. J. (Dublin) 


-118 candidates failed to satüfy the examiners | 


if 
O’Brien, r8 Dublin = 
S n Co аты 
"Kennedy, un ou 
O'Loghlen, R. A. (Dun Lao Xs о. 
Dublin) 
O’Shea, R. J. (Arklow, Co. мы а, 
O’ Suillcabatn; 5. D. 


(B lackrock, Co. 
Dublin) . 
O’Tierney, Е. J. (Dublin) . 
Prescott, W. R.-(Newry, Co. Down) (First 

Place ана е Incorporated Society 
Jubilee Prixe) 


Co, Quinn, T. S. N. (Sligo) 


Richards, A. J. M. F. ares Sa Down 
Rubbathan, A. W. (Dublin ) 


Wadsworth, J. L. (эчи) | 
Ward, А. R. (Dublin) — .. 


93 candidates failed to ап the examiners 
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National Plan 


HE National Plan (Cmnd 2764, H.M.S.O., 30s net) was M 


/ bound to become a political issue for, despite i its apparently 
innocuous title, the fact remains that it represents the 
economic policy of a Labour Government. Nevertheless, its merits 
can be assessed without reference to politics by seeking the 
answers to two simple questions. First, what is the relevance of 
the Plan to Britain's current economic problems, and second, are 
the targets and projections contained therein realistic? Strictly 
speaking, the voluminous report does not contain a plan in the 
generally understood sense of that term. A plan should comprise 
both ends and a detailed statement of the means to those ends. 
The Government's Plan comprises in the main a collection of 
projections of industrial output which, given the resources avail- 
able, it may prove possible to achieve, always provided that 
certain key assumptions are fulfilled. It can even be argued that 
the attractions of these targets will generate the stimuli to co- 
operation and effort that will be required for their attainment. 
Time alone will tell. 

Britain's economic difficulties are very much in evidence at the 
moment. The latest measure of international support for the £ 
sterling does nothing to alter the fundamental issues; it merely 
provides the nation with more time in which to take the steps 
necessary to restore the £ sterling to its traditional status. The 
National Plan represents the Government's thinking on how the 
economy can be brought up to the level of efficiency which will 
sustain the present exchange value of the / in the long run, 
without periodic balance of payments crises and the need for 
recurrent doses of international aid. 

According to the Plan, Britain has 'for too long suffered from 
a weak balance of payments’ and, it notes, ‘growth cannot be 
maintained unless we pay our way in the world’. То this end it is 
proposed to contain the growth in Government overseas expendi- 
ture, both on defence and economic aid to the under-developed 
countries. Likewise, as recent fiscal and exchange control changes 
have demonstrated, the outflow of private funds for overseas 
investment is to be checked. АП this may help; but such measures 
are purely negative and their consequences for Britain's longer 
term interests are not necessarily favourable.. 

"The key, i.e. the sine qua non, of the Plan is the export target. 
In the past decade, Britain's exports have risen at a rate of about 
3 per cent per annum, although the increasing importance for 
United Kingdom exports of the more rapidly growing overseas 
markets suggests that a rise to 4 per cent per annum is a reasonable 
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expectation. In the longer run, however, world 
trade is expanding and there should be opportuni- 
ties for increasing stil. more United Kingdom sales 
overseas, The Plan notes that ‘the evidence of the 
Industrial Inquiry suggests that British industry 
itself expects a big improvement in our export 


performance’, while Һе projected internal econo- · 


mic development necessitates a growth in the 
volume of United Kingdom exports of 54 per 
cent per annum. Failure to achieve this rate of 
growth will jeopardize the entire Plan, just as the 
failure to achieve the export target required by 
the first National Eccnomic Development Council 
plan nullified the whole of the N.E.D.C. forecasts. 

Unfortunately, the Plan offers no new proposals 
as to how British industry can be provided with 
either the means oz the incentives for this 53 
per cent expansion cf exports. All the experience 
of the post-war per.od teaches that keen prices 
and prompt delivery are the major pre-conditions 
of successful export-ng. To what extent is there 
a prospect of these requirements being met more 
effectively in the nezt few years? 

It is too early yet to proncunce judgement on 
the latest proposals to regulate wage demands, 
whether they be the ‘early warning’ system to be 
set up by the 'Trades Union Congress or the as 
yet none-too-clearly defined powers of the Prices 
and Incomes Review Boards. All the evidence 
goes to show, however, that as long as the 
demand for labour is such that the number of 
vacant jobs persistently outstrips the total of 
unemployed, the злеег weight of demand by 
employers for addtional labour must ensure 
continuous wage infation. 

In the light of such conditions the prospective 
labour supply becomes crucial. In the present 
Plan a pre-conditicn of achieving the 25 per 
cent increase in output by 1970 is that the labour 
supply will increase by some eight hundred 
thousand workers. Cf these, half will be provided 
from the natural growth in the working popu- 
lation as the post-war bulge in birth-rate makes 
itself felt. Of the remainder, 200,000 mav come 
from the ranks of the unemployed in the 
development areas, from married women as 
yet not gainfully occupied, and, lastly, from tbe 
ranks of the retired. 

This leaves a ‘gap’ equal to 200,000 pairs of 
hands which can only be closed if the existing 


> 


ccn force increases its productivity. The 
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vncertainties are obvious. What reasons are there 
for believing that higher productivity will be 
achieved? Night shift workers in the engineering 
industry are currently asking for four periods 
cf ten hours in place of the five nights making up 
the forty hours working week. Accidents, already 
rising, may well increase, but it is far less probable 
that productivity per man-hour will rise if such 
а change is made. What inducements are there for 
the married woman to take up employment, par- 
ticularly if her husband is already earning a good 
wage? Does the Government propose to increase 
the facilities for créches and nursery schools, 
znd if so, where is the skilled labour for such 
services to come from? : 

The Plan also envisages, as part of a new 


dynamic Britain, a substantial re-distribution of», 


labour. In the next few years some six hundred” 


‘thousand workers are expected to move from 


contracting industries into the ‘growth’ industries. 
The measures proposed to aid such labour 
mobility are praiseworthy, but are still severely 
kmited in effect and their scale. Such changes 
zlso come up against the natural inertia of the 
effected labour force, the problems of re-training 
end last, but not least, trade union recognition 
of the trainees. In this field, in particular, ex- 
pounding the problem does not solve it. 

Тће Plan provides a much needed statement 


of objectives and, by means of a statistical ^g 


exercise — whatever its limitations — serves to 
bring out the limiting factors.on growth. Yet 
"vas it necessary to have the Plan, with the 


strain its production has placed upon scarce . 


resources of economists and statisticians in the 
Civil Service and in Government, merely to tell 
us what the limiting factors are? They were, after 
all, well enough known. 'T'he answer seems to be 
that the Plan was needed for two reasons. First, 
following French experience, the Plan could, 
if it began to reflect realities, generate badly 
needed confidence among both industry and 
abour concerning Britain's industrial future. The 
second reason is that if it is the Government's: 
Intention to run the economy utilizing 98 per 
cent of its labour capacity, some plan is essential 
ro avoid bottlenecks. But, such a plan also 
-equires some teeth if it is to be effective. Within 
che present social and economic framework, unem- 
2loyment at less than 2 per cent is inconsistent 
"with price stability and expanding exports. 
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More Advice on Practice Administration 


a 
if В SHAW’s division of individua's 


into two classes, the efficient and the 
inefficient, applies also to firms of practising 
accountants. The schism in this instance may nct 
be so sharply defined as in the common run cf 
humanity — partly because accountants acquire a 
professional qualification which calls for the 
experience of individual discipline and for an 
appreciation of methodical routines, and partly 
because the confusion may be concealed behini 
the façade presented to clients and others. Clients, 
however, are usually discerningly critical creatures 
— particularly when having to pay considerable 
“fees for services rendered to them – and they зоол 
sense any imperfections which may exist domes- 
tically in their adviser's own affairs. It should 
be the aim, therefore, of every practitioner to 
organize his firm, whatever its size, in such a way 
that it is efficient in depth as well as in breadth. 
Much has been written about how to conduct 
an accounting practice, and one of the best guides 
in recent years was the address given by Mr 
J. PERFECT, F.C.A., to the 1960 summer course zt 
Oxford of The Institute of Chartered Accountants 
in England and Wales. It is fitting then that th:s 
^ paper, with only minor modifications, should 
constitute the fifth of the Practice Administration 
booklets currently being issued by the Institute! 
Although Mr РЕВЕЕСТ'з prescriptions relate in 
the main to medium-sized and large firms, he :s 
convinced from talks with other practitioners ct 
Oxford that the arrangements he suggests caa 
easily be modified to suit small firms. This :s 
because, irrespective of the size of his firm, the 
common purpose of the practitioner should be: 


*...to serve, help, and guide those persons fcr 
whom. he agrees to act, to the best of his ability 
irrespective of remuneration or reward so thet 

. every person consulting him shall receive ропе 
advice and counsel given without bias or prejudice 
and without concession to expediency or weakness". 


With this aim always in mind, the threefoli 
purpose of an accountant’s office should be to 
provide facilities which will give clients a high 
standard of service; to ensure that a fair reward 
is forthcoming for the work carried out; and to see 
that the remuneration received is used to the best 


advantage for the future standing and advance- 
ment of the firm. 

Mr РЕвРЕСТ deals first wich office premises, the 
appearance of which can make a distinct impres- 


` sion — good or bad — on clients, and then he goes 


on to review the even more important questions of 
staff and staffing arrangements. In this section, 
he also covers that often comparatively neglected 
aspect of an accountant’s office – the provision 
and maintenance of manuals, well-documented 
files and a good filing system, including a report 
library. The rest of his paperis devoted to adminis- 
trative matters — partners’ meetings, the mechanics 
of time-recording and the firm’s accounts. 

To this outline of the organization of a profes- 
sional office needs only to be added loyalty from 
all connected with it, hard work and an expanding 
list of clients to make a successful practice, but 
occasionally, and through no fault of the con- 
scientious practitioner or Lis staff, the rounded 
picture somehow does not materialize. In these 
circumstances, thoughts turn naturally to some 
form of merger or association with other firms in 
the hope that a broader client connection and a 
greater range of specialized services may spark 
off the desired expansion. In No. 6 of the Insti- 
tute’s Practice Administracion booklets, which 
also has just made its bow, Mr Носн T. 
NICHOLSON, F.C.A., sets cut very lucidly the 
reasons for and the advantages of such moves and 
the inevitable problems of precedence and proto- 
col to which they give rise.? These include the 
name of the new firm, partnership questions of 
compatibility, seniority anc profit-sharing, client 
relationships, accommodation, the effective dove- 
tailing of staffs, pension prcvisions and the forms 
of accounting and time-recording systems. Mr 
NICHOLSON also considers limited associations 
between firms to provide specialized services such 
as management consultancy, but does not com- 
ment upon international associations or arrange- 
ments between firms where more than twenty 
partners are involved. 

1 The Organization of a Practising Accountants’ Office. 
! Mergers and Associations of Professional Firms. 
Copies available from The Institute of Chartered Ac- 


countants in England and Wales, 56-66 Goswell Road, 
London ЕСт. Price 55 each, post free. 
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Pre-Budget Assets - IV 


1 ) JE dealt last week-with paragraph 22 (2) 
of Schedule 6 to the Finance Act, 
1965, which requires that in the case 
of quoted shares and trust units held on April 
6th, 1965, the capital gain or loss on disposal 
is to be computed on the footing that the taxpayer 
bought them at their market value on that date. 
This method has been put forward as saving 
a great deal of investigation into original cost, 
but paragraph 22 (4) tends to make nonsense 
of that claim, for in effect it still requires a 
computation to be made on the normal basis 
as well. Paragraph 22 (4) excludes paragraph 
22 (2) 

'(a) if on the assumption in that sub-paragraph 
a gain would accrue on that disposal . . . and 
either a smaller gain or a loss would so accrue 

computed in accordance with . . . Part I 
of this Schedule) if the said sub-paragraph (2) 
did not apply, or 

(b) if on the assumption in . . . sub-paragraph (2) 
a loss would so accrue and either a smaller 
loss or a gain would accrue if . . . sub-paragraph 
(2) did not apply.' 

Presumably the phrase ‘smaller gain or a loss’ 
is intended to include a zero result, i.e. neither 
gain nor loss. Where sub-paragraph (2) is thus 
excluded, the gain or loss is to be computed 
purely on Part I principles, i.e. without regard 
to when the asset was acquired. However, where 
paragraph 22 (4) would substitute a loss for a 
gain or vice versa, then one must assume that 
the owner sold and re-acquired at such a price 
that on the actual disposal there was neither 
loss nor gain. The simple effect of these con- 
fusing words is best expressed by a table: 


Effect of paragraph 22 (4) 
A. B. C. 
Result of Result.of Whether A., 
paragraph 22 (2) Part I ` or B., or Zero 
computation computation to be adopted 
Gain / Larger Gain A. 


Gain Smaller Gain V. B. 


Gain Zero \/ B. 
Gain Loss Zero y 
Zero У Gain A. 
Zero y Loss А. 
Loss У Greater Loss А. 
Loss Smaller Lossy В. 
Loss Zero y В. 
Говз Саіп Zero y 


In the result, the taxpayer does not pay on more 
fhan his actual gain, nor obtain relief on mee 
than his actual loss. 

We turn now to land (or an estate or interest 
in it) in the United Kingdom which has potential 
development value at the time of disposal, and 
which, broadly speaking, was owned by the 
taxpayer on April 6th, 1965. Paragraph 23 (2) 
anposes a similar requirement to that in relation 
to quoted shares: the taxpayer is deemed to have 
cold the asset and re-acquired it at its market 
value on April 6th, 1965. It follows that, in the 
case of all such disposals, land must be valued 
es at April 6th, 1965, in accordance with the 
rules laid down by section 44. Unlike the case of | | 
quoted shares, paragraph 23 does not modify 
these section 44 rules. 


Paragraph 23 applies: 


(i) in relation to a disposal of land in the 
United Kingdom; if 


(ii) but for paragraph 23, allowable expendi- ` 
ture would include expenditure incurred 
before April 6th, 1965; and if, 


(ii) the consideration received for the asset 
on the disposal exceeds what the asset's 
market value would be on the assumption 
that immediately before the disposal it 
had become unlawful to carry out any 
development in, on or over the land. 


‘Development’ has the same meaning as in the 
Town Planning Acts, except that it does not 
ioclude development within Schedule -3 to the 
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Town and Country Planning Act, 1962 (о: 

the Act of 1947 in relation to land in Scotland). 

There is no express indication in the Act as te 

#47 when a ‘disposal’ takes place. Consideration тла“ 
be received pursuant to a contract made (fo- 
full consideration) some time before the actual 
disposal. ТЕ that is so, then paragraph 23 could 
apparently be excluded, because the notional 
loss of development value occurring ‘immediatel~ 
before the disposal' would not have affected thc 
price received. As in the case of paragraph 22, 
the gain or loss is not to exceed what it would 
have been on normal Part I principles. Accord- 
ingly, paragraph 23 (4) contains precisely the 
same words as paragraph 22 (4). | 

If there is а part-disposal to which paragraph 

723 (2) applies, then the paragraph applies to all 
subsequent disposals of the same asset. A prio- 
part-disposal to which paragraph 23 has not beem 
applied has to be the subject of a re-computation 
(paragraph 23 (3)). 

Where the circumstances laid down by para- 
graphs 22 or 23 are satisfied, then those paragraphs 
must be applied. However, there is a third waz 
in which the ordinary arithmetical apportionment 
enjoined by paragraph 24 can be excluded. This 
is by the (irrevocable) exercise of an option 


granted to the taxpayer by paragraph 25, which’ 


ki can exercise only within two years after th> 
disposal. Again there is no precise indication of 
the date of disposal. 

He cannot exercise the option in relation to aa 
asset which has already been valued pursuant 
to paragraph 7 (remaining part of asset part 
disposed of) (paragraph 25 (4)). 

Where the option is validly exercised, th= 
taxpayer is deemed to have disposed of the assets 
on April 6th, 1965, and re-acquired them on thet 
date at their market value. This assumption 5 
to be made not only for the purpose of computinz 
the gain under Schedule 6, but also Чог all other 
purposes both in relation to (the person exercisinz 
the option) and other persons’. However, where 
the election would have thrown up а loss, as 

“against a gain thrown up by the normal basis, 
then a zero result is to be taken (paragraph 25 
(2). It follows that even where an election & 
made, one is not absolved from going into the 
question of actual pre-1965 cost. 

There are special rules regarding the identity 
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of shares of a single class. In the ordinary way, а 
person's holding of such shares is treated as a 
single asset, growing or diminishing when more 
are acquired or some disposed of. Disposal of 
some of the shares is treated as the disposal of 
part of the asset. This is -he general rule laid 
down by paragraph 2 (x) (2) of Schedule 7, 
and applies also to securities and to commodities. 
However, the rule is excluded in the case of 
shares and the like, which the taxpayer held on 
April 6th, 1965, and which are not deemed to be 
sold and repurchased on tkat date (Schedule 6, 
paragraph 26 (1) (2)). For identification purposes, 
a strict ‘first-in, first-out’ basis is here applied. 
In the case of disposals within Case VII of 
Schedule D, the special rules of that schedule 
take precedence. Most of the cases of a deemed 
sale on April 6th, 1965, have been dealt with. 
Paragraph 27 (1) of Schedule 6, however, brings 


` in another category, namely. shares and securities 


which a person was holding on April 6th, 1965, 
and which, because of some reorganization, have 
to be treated as a new holding, pursuant to: 
paragraph 4 of Schedule 7. These shares and 
securities have to be treated as though sold and 
repurchased on April 6th, 1965, at market value. 
However, the special mocifications of market 
value rules, provided in the case of quoted shares 
etc., within paragraph 22, Co not apply. For the 
purpose of paragraph 27 (1; the shares аге to be 
identified in accordance with paragraph 26. 
That paragraph, however, says it does not apply 
to shares which are deemed to be sold on April 
6th. The best way out of this vicious circle is to 
assume that paragraph 27 (1) overrides paragraph 
26 (1). : 

When there is a notional гаје and repurchase on 
April 6th, 1965, what does one do about the 
capital allowances which paragraph 6 directs. 
shall be deducted from allowable expenditure?: 
Ex hypothesi, the notiomal expenditure on 
April 6th, 1965, will not have brought any 
capital allowances. Paragreph 28 introduces a 
further deeming provision to deal with this. The 
capital allowances actually made are deemed to 
have been made in respect of the notional 
purchase price. 


(Concluded.) 
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Another British ЫР ? 


by HALMER HUDSON, F.C.A. 


HE Chancellor of the Exchequer 

announced in his April Budget statement 

that the United Kingdom would seek to re- 
negotiate its double taxation agreements wit 
other countries as regards dividends paid by 
U.K. companies to non-residents. 

On fune 3oth the United States gave notice cf 
termination of Article VI of the United States/ 
United Kingdom Treaty. The background to this 
action underlines the importance of reaching a 
satisfactory agreement with the United States. 

After the Second World War. during which tax 
rates in most countries reachec very high levels, 
the impact of the taxes of two countries on tbe 
same income aroused world-wide concern. Fcr 
example, U.K. companies had to pay not only 
United States taxes on income from that country, 
but also U.K. tax on the same income. Similarly, 
a United States corporation would be doubly 
taxed on income from the U.K. 

This double taxation was a barrier to inter- 
national trade and investment. Many countries, 
therefore, began negotiating bilateral tax treaties 
with other countries, the purpose of which was to 
reduce tax restrictions on the free flow of capital 
and goods between countries, and to encourage 
investment in other countries. 

The first comprehensive U.K. treaty was signed 
with the United States in 1946, and has served £s 
a model for the many other agreements with 
other countries. It is important to appreciate that 
each agreement is reciprocal. Ап exemption from 
tax given by one country is counterbalanced by a 
similar exemption given by the other. 

Let us examine a few of the provisions of tke 
United States/United Kingdom Treaty, as a 
typical example, and also cons:der the impact of 
the revolution in the U.K. tax laws on the treaty. 


Branches 


Where a United States company has a branch in 
Britain, the profits of that branch are liable to 
U.K. tax. The rate of U.K. tax on the 1964 
profits was 56} per cent. Having paid U.K. tax, 
the same profits were liable to United States tzx 
at 50 per cent. However, the United States tex 
code provides that the U.K. tax is 'credited' 


against the United States tax liability. Since the | 


British tax exceeds the United States tax, no 
United States tax is actually paid on the U.K. 
branch profits. 

Turning the coin over, a U.K. company with 
a branch in the U.S.A. paid United States tax on 
its 1964 profits at 50 per cent and a further 6} per 
cent U.K. tax, making a total of 564 per cent. 

Under the Finance Act, 1965 (section 50), the 
rzte of U.K. tax payable by United States com- 
panies on their U.K. branch profits is apparently 
reduced from 56} per cent (income tax and profits 
tex) to a maximum of 4o per cent (corporation 
tex). 

For 1965 every United States company will, 
therefore, pay (say) 40 per cent U.K. tax on its 
U.K. branch profits, plus 8 per cent United 
Szates tax on the same profits, making a total of 
43 per cent (the current United States tax гаје). 
‘Thus the effective rate of tax on U.K. branch 
p-ofits has dropped from 56} per cent (1964) to 
43 per cent (1965). It is necessary, however, to 
sound a warning note to potential United States 
and other non-resident celebrators. 


Rate of U.K. Tax 


The Minister without Portfolio, Sir Eric 
Fletcher, stated in the House of Commons on 
Jane 3rd (Hansard, column 2083): 


" 


. . the taxation of non-resident companies 
generally will be dealt with primarily not by the 
provisions of clause 46 Пеја section 50] but by the 
provisions of the double taxation agreements . 
which are being re-negotiated where necessary. 
'That wil be the governing factor and it is im- 
possible, at this stage, to be more precise than to 
emphasize that it 18 double taxation agreements 
which will govern the relative taxation liabilities as 
between British companies trading abroad and 
foreign companies operating here’. 


This has been taken by some to be a hint that, 


a special rate of corporation tax may be imposed 
im the case of U.K. branches of foreign companies. 
Eut there seems to be no grounds for this view, 
aad frankly, the Government's statement just 
does not make sense. Rates of tax are fixed in the 
aanual Finance Acts; these rates can be reduced 
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under treaties with other countries; they can 
never be increased by a treaty. Thus, if the rate of 
coporation tax is 40 per cent, all the treaties can 
do is to reduce the rate. Surely the Government 
does not contemplate this course. 

British companies are subject to corporation 
tax at (say) 40 per cent, plus income tax at 41} per 
cent on dividends paid after April sth, 1966. 
It is really asking too much to expect them 
to compete with other.(non-resident) companies 
operating in Britain who may only pay 40 per 
cent. Furthermore, some foreign corporations 
will obviously liquidate their U.K. subsidiaries 
and transform them into branches. 

Another puzzling feature of the Minister's 
statement is his comment that the governing 
factor will be the tax treaties. Consider Venezuela, 
with whom there is no treaty. Presumably 
A Venezuelan companies with U.K. branches will 
pay U.K. corporation tax at 40 per cent. It is in- 
conceivable that a United States company should 
be asked to pay at a higher rate because of the 
existence of a treaty between the two countries.. 

Whilst United States companies will apparently 
enjoy a reduction in tax on U.K. profits of 8} per 
cent, it is equally true that U.K. companies with 
branches in the United States will obtain the 
same reduction, i.e. down from 564 per cent to 
48 per cent. The U.K. company will have to bear 
United States tax at 48 per cent, but will pay no 
U.K. corporation tax. For a few years, the U.K. 


~ согарапу may be a little better off than this 


because of the "overspill . relief given in the 
Finance Act, 1965. · 

It would appear. that there is no bargaining 
factor here in re-negotiating the treaty. If Britain 
chooses to lower its national tax rate, she cannot 
expect the United States to follow suit. 


Royalties 

Under the United States/United Kingdom Treaty 
there has generally been no withholding tax from 
royalties paid by one country to the other. Тће 
Finance Act, 1965, in effect, requires a U.K. 
paying company to.withhold income tax at 41} 
per cent from payments of royalties‘after April 
5th, 1966. This Step is quite contrary to all the 
‘progress made in recent years throughout the 

orld eliminating double taxation. It involves the 
unnecessary labour of collecting payments and 
Es repayments of income tax and, in some 
cases, of delivering tax returns in two countries. 

In 1965, the Organization for Economic Co- 
operation and Development published a model 
tax treaty and it was hoped that all nations would 
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try to bring their treaties into conformity with 
that agreement. Most. countries are striving to 
this end. The model treaty exempts royalties 
from withholding tax ard many of the U.K. 
treaties conform. Now 3ritain appears to be 
reversing her position. This can only invite 
retaliation. It would be interesting to know 
whether Britain’ pays more royalties than she 
receives, but a decision to tax royalties should not 
be based on the answer to this question. 

The ‘world moral princ-ple’ which has become 
accepted generally over the years is that royalties 
should be taxed by the country in which the 
recipient is resident, but should not be subjected 


. to tax by the country of the payer. 


Capital Gains 
Up to April last, а United States company 
operating through a branca in the U.K., in prac- 
tice, never paid any U.K. tax on capital gains. А 


British company operating with a branch in the. 


United States, however, paid United States 
capital gains tax. With the introduction of a 


‘capital gains tax in Britain both parties are now 


on an equal footing. 

It should be. noted, foret that neither 
country is following the O.E.C.D. principle that 
capital gains should only be taxed in the county 


.in which the taxpayer is resident. 


Dividends 


The United States imposes a 30 per cent tax on 
dividends paid to non-residents, but this is 
reduced under the United States /United King- 
dom Treaty. Hitherto Britain has not actually 


imposed income tax on dévidends paid to non- 


residents.- 

A United States company pays 5o per cent 
United States.tax on its profits in 1964. When 
declaring a dividend (out of the remaining 50 per 
cent) to a-U.K. company, it deducts 15 per cent 
United States withholding (5 per cent if 95 per 
cent or more is owned by tke recipient) under the 
United States/United. Kingdom Treaty. Thus, 
the United States tax effectively borne is 574 per 
cent (50 per cent plus 15 per cent of 5o per cent). 
The U.K. recipient pays n> U.K. tax, since the 
United States rate exceeds the U.K. rate (56}-per 
cent). 

A British company pays 564 per cent U.K. tax 
on its profits in 1964. Wher. declaring a dividend 
to a United States company, no income tax is 
actually withheld. The United States company 
pays no United States tax, since the U.K. rate 
exceeds the U.S. rate. | 
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_ It will be noted that in both cases the recipient 
is given a tax credit by his country not only for 
any foreign withholding tax deducted from the 
dividend, but also for the underlying tax, i.e. the 
foreign tax paid on the profits of the payinz 
company. 

In the Chancellor's Budget statement he said 
he was withdrawing, at some time in the future, 
the tax credit given against U.K. tax for tbe 
| underlying tax: 


‘In many cases such relief is given at present 
under double taxation agreements, and we shall 
honour our obligations under such agreements. My 
policy will be to не as soon as possible 
agreements which give this relie 


He said the relief would continue to be given 
where a U.K. company owns 25 per cent or more 
of the shares of an overseas company (the pe-- 
centage is ro in the case of Commonwealth 
countries). 

Since this relief is given by the British Govern- 
ment to U.K. companies, it is difficult to sce how 
it has any practical bearing on re-negotiating tex 
treaties. Foreign Governments will say ‘carry on’. 
After all, they have no interest in a purely U.E. 
tax problem of British companies with dividends 
from overseas. А particular country would only 
have an interest if the relief were withdrawn from 
that country but not for others. On the other 
hand, foreign countries have a real interest in 
dividends flowing to them from the U.K. 


_ U.K. Withholding Tax 
After April sth, 1966, the effective U.K. rate 
of tax borne on dividends paid by U.K. com- 
panies may be in the neighbourhood ‘of 65 per 
cent (corporation tax 40 per cent plus income tax 
at 41} per cent.on the remaining бо per cenz). Tre 
increase over 1964 (564 per cent) will be sub- 
stantial. The new U.K. tax law, which will sub- 
ject U.K. dividends to 414 per cent withholdirg, 
is contrary to nearly all of Britain's double taxa- 
tion agreements. Most other countries are moviag 
towards higher corporate tax rates with lov; with- 
bolding rates. 
Mr Callaghan in his. Budget speech said: 


*,.. in cases where the dividend goes to a country 
.. where we do have oe taxation) agreements, 
some limit the rates of tax which may be deducted 
from dividends paid . . . others completely prohibit 
'the imposition of any tax on dividends. We shell, 
of course, honour these agreements. But we shall 
seek to re-negotiate any agreement which we think 
unreasonably restricts our rigkt to deduct tax from 
dividends going to overseas shareholders. This issue 


THE 
ACCOUNTANT 


September 25th, 1965 


is especially important as far as the United States 
and ourselves are concerned, and we have already 


had some preliminary talks on them’. 


Contrary to what Mr Callaghan says, the Y 
United States/United Kingdom Treaty does not 

prohibit the deduction of U.K. income tax from 
dividends. However, it is fair to add that at the 
time the agreement was signed, there was no 
actual deduction of U.K. income tax from divi- 
dends. The deduction will now be a reality and 
therefore is contrary to the expectations of the 
United States and the spirit of the agreement. 


Progress of U.S./U.K. Negotiations 


It would appear that Mr Callaghan’s chances 
of obtaining the acceptance by the United States 
Government of a 41} per cent U.K. withholding 
tax are zero. He must, in fact, face the realities of 
the world around us. The United States has been 
extremely active in negotiating agreements with 
other countries — all of whom have their own 
special problems. The United States official 
responsible for the United States side of any 
bargaining, Mr Stanley S. Surrey, is an extremely 
tough nut to crack. He was responsible for the 
United States Revenue Act of 1562 which, in the 
tax world, was bitterly resented as it transgressed 
many of the generally accepted international tax 
rules. But in spite of tremendous opposition, his 
views prevailed. Mr Surrey, who is Assistant 
Treasury Secretary of the United States, ad- 
dressed the Canadian Tax Executives Institute ` 
in Montreal in September 1964, and in the 
course of his remarks he said: 


‘In several recent negotiations the United States 
has been presented with the need to consider the 
relationship of the standard (O.E.C.D.) treaty with- 
holding provisions on dividend income to a variety 
of domestic tax policies of the other treaty coun- 
tries. These tax policies have caused other con- 
tracting parties to seek a treaty withholding rate on 
dividends going to-the United States which would 
be higher than the United States rate on dividends 
going to the foreign country. .. . We have in these 
cases . . . taken the firm position that international 
withholding rates should be reciprocal and hence 

. we cannot agree to an upward adjustment by other 
countries to accommodate to their internal tax 
policies. 

‘In the simplest case, for example, the fact that a. 
foreign country may have a corporate tax of зо per ' 
cent compared to the United States 48 per cent 
does not warrant a non-reciprocal set of with- 
holding rates under which the rate of the foreign 
country would be higher than curs. However, we 
do not prefer a solution which makes the rates 
reciprocal through an increase in our rate as well, 
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since that course is both contrary to the O.E.C.D. 
draft and to the policy behind that draft of relieving 
double taxation and granting more а to 
international capital movements.' 


Thus, it is clear that we can certainly insist on a 
U.K. withholding rate of at least 15 per cent — 
which the United States Government will sur-ly 
accept. 


Article VI, U.S. Tax Treaty 


Mr Surrey met Sir Alexander Johnstcn, 
Chairman of the Board of Inland Revenue, 5n 
June 25th, to consider revising the United Stat-s/ 
United Kingdom Treaty in this area. Five dzys 
later, on June 30th, the United States Govern- 
ment gave notice of termination of Article VI of 
the United States/United Kingdom’ Treaty. This 
means that, unless agreement is reached in the 
next six months on the withholding rates to 5e 
applied from January rst, 1966, 30 per cent 
United States tax will be deducted from dividends 
flowing from the United States and from Arril 
6th, 1966, 411 per cent U.K. income tax will 5e 
deducted from dividends flowing to the United 
States. It is notable that the United States gave 
the notice of termination, and it was given with 
great speed. Obviously the battle did not go well. 

On August 2nd, Mr ‘Terence Buxton 
(Faversham, Labour) asked the Chancellor in tae 
House of Commons what U.K. tax will be borne 
after April sth, 1966, by overseas residents >n 
dividends from the U.K. Mr Callaghan, in a 
written reply, said: 


‘We shall observe existing double taxation agree- 
ments, pending re-negotiation where this is des r- 
able. То deal with the case where a double taxation 
agreement is silent about the liability to income tax 
on dividends going overseas, I propose to introduce 
legislation in next year’s Finance Bill to say that, 
pans re-negotiation of these agreements, the 
iability of the overseas shareholders concerned 
shall not exceed the rate of tax which the otker 
country could impose in the converse case uncer 
the agreement.' 


This would appear to be the clearest statement 
from the Government so far. 


Other Tax Treaties 


.- As regards treaties with Commonwealth coum- 


tries, almost every one of them specifically p»o- 
hibits an U.K. withholding tax. Since Mr 
Callaghan has stated the U.K. will honour its 
agreements, there is no question of any with- 
holding in the case of dividends flowing to 
Commonwealth countries, until the agreements 
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are re-negotiated. A considerable reduction -in 
British tax revenue will ensue, since all U.K.. 
branches and subsidiaries of companies resident 
in Commonwealth countries will pay only. 40 per 
cent corporation tax, instead of 56} per cent in- 
come tax and profits tax previously in force. | 
Since Mr Callaghan will be introducing the 
legislation next April ‘pending re-negotiation’ of . 
the agreements, it looks as though a ‘long haul’ is 
contemplated. Uncertainty will therefore prevail. 
Under treaties with non-Commonwealth coun- 
tries (other than the United States), the U.K. 
withholding rate will vary between nil and 25 per 
cent. The registrars of British companies with а. 
variety of non-resident shareholders will deserve 
substantial increases in pay. They will have to 
ascertain the country of residence of each non- 
resident shareholder, examine the treaty (if any) 
between the U.K. and that country and apply 
the appropriate withholding rate. There may 
be non-resident shareholders who will switch 
their ‘addresses’ to countries with lower treaty 
withholding rates. ~ 
Alternatively, it may be that income tax will be 
deducted at 414 per cent f-om all dividends paid 
and each non-resident shareholder will have to 
make a claim for a refund depending on the rate 
of tax laid down in his country's treaty. (The. 
Inland Revenue staff handling the claims will 
presumably be housed in tents in Hyde Park!) 


Problems Arising 


А further problem will be the extent to which. 
dividends from U.K. companies which have. 
borne income tax at 41] per cent can be used to 
'frank' dividends paid to a non-resident from 
which income tax has been deducted at 15 per’ 
cent. Does one compare the gross dividends or 


‘does one compare tax with tax? 


A further thought is the question of paying 
dividends in 1965-66. Normally if a U.K. sub- 
sidiary pays a dividend in 1965-66, in excess of a 
standard amount, it will have to pay in September. 
1966 income tax at 41} per cent on the excess. If 
there is no withholding under a treaty and this is 
to be confirmed by legislation next April, income 
tax may nevertheless be payable by the company, 
effective April 6th, 1966, on dividends paid in 
1965-66 to the extent the dividends exceed the 
standard amount under section 83. 

The position of dividends to the United States 
is quite different. Because Article VI of the 
United States/United.Kingdom Treaty has been 
revoked, the United States withholding гаје is 
15 per cent up to December 31st, 1965, and 30 pet 
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cent thereafter — until a fresh agreement is 
reached. As regards U.K. withholding, no U.K. 
income tax will be withheld up tc April sth, 1966. 


After that date 414 per cent will be withheld 


because of the absence of a treaty provision. 

If the United Kingdom is to avoid a further 
drain on sterling, (1) by the substantial reduction 
in the amount of U.K. tax collected, and (2) by a 

possible increased outflow of dividends, a satis- 
factory agreement must obviously be reached 
with the United States in the very near future, 
since this will set the pattern. The chances of this 
happening appear to be slim. It must be hoped 


there are some super-technical salesmen in the 
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Inkand Revenue who possess a real knowledge of 
the economic effect of the Government’s pro- 
pozals. The need for such salesmen is not so that 
they can sell those proposals to other countries. 
Tis would be too much to hope for. Their aim 
shauld be to sell to the Government the idea that 
corporation tax on profits plus income tax on 
dividends cannot be imposed at rates which are 
unacceptable to foreign investors, without further 
damaging Britain’s economy. 

2erhaps Mr Callaghan has learned this lesson 
already, after the collision with Mr Surrey in 
June. We may live in a free society, but just try 
swinging a cricket bat in a crowded room. 


Group Accounts – II 


Their Preparation and Presentation 
and the Responsibilities of Directors and Auditors 
by JOHN D. RUSSELL, M.A., F.C.A. 


Amalgamation proposals of 
Jenkins Committee  . 
HE Jenkins Committee considered that asa gen- 
eral rule an acquiring company should not regard 
as its own profit, available for distribution to its 
shareholders, any dividend received from an accuired 
company out of profits for which the acquiring 
company has already paid in the consideration given 
for its shares. They Шо however, that it would 
be difficult to enforce a legal provision expressed in 
such general terms. Accordingly, chey recommended 
an overriding requirement that thz date should in no 
case be earlier than the close of tke latest accounting 
period of the subsidiary acquired. As the law stands 
at present this is generally regarded as the earliest 
date to adopt but if it is given legal force in the next 
Companies Act the close of the last accounting 
period of the subsidiary may become accepted without 
question as the date from which all such purchases 
are deemed to have been effected. j 
57. The Jenkins. Committee. gave special con- 
sideration to the general principle zhat pre-acquisition 
profits attributable to shares zcquired by share 
exchange are capital in the hancs of the acquiring 
company just as much as if those shares hac been 
acquired for cash. They appreciated that the strict 
application of this principle can operate unreasonably 
on an amalgamation or reconstruction which takes 
the form of setting up a new company which acquires 
more than go per cent of the sheres of one or more 
The second part of a paper presented at the Cambridge 


Summer Course of The Institute of Chartered Accountants 
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companies, They accordingly recommended that in 
such cases the new holding company should be 


permitted to treat as its own profits, available for . 


distribution to shareholders, dividends received out 
of pre-acquisition distributable reserves of any one, 
bct (except with the consent of the Court) only one 
of those companies. - 


58. They also recommended that in such cases the 
new company should not be required to credit the 
waole amount of the premium to the share premium 
account but should be free to credit an amount not 
exceeding the share premium or the pre-acquisition 
reserves of the subsidiary to another account. They 
suggested that the amount thus credited should be 
available to write down the amount of the investment 
in the subsidiary, and thus free an equivalent amount 
for distribution to members of the holding company, 
waen and to the extent that dividends are received 
b~ the holding company from the pre-acquisition 
reserves of the subsidiary. They also recommended 
that in cases where shares of no par value were issued 
2 similar exception should be made to the general 
rule that the whole of the proceeds of the issue of 
such shares should be credited to the capital account. 


Balances arising on consolidation 

59. When the book amount of the investment in the 
balance sheet of the holding companv is substituted b 
а subsidiary's assets less liabilities having a net book 
fizure of a different amount the balance requires 
analysis. ` | 

бо. Part of the balance will usually be attributable 
то profits, less losses, since acquisition. and these may 
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be shown with other group revenue reserves, although 
it should be remembered that until profits are 
transferred by way of dividend to the holding company 
they should not be described as available for 
distribution. 


61. Part of the balance will usually represent the 
surplus (or deficit) by which the net assets at the 
date of acquisition exceeded (or fell short of) the 
cost of the investment. А surplus arising in this way 
should be shown separately and is usually described 
as a ‘capital reserve arising on consolidation’. 

62. A deficit of this kind is usually fully explained 
by a narrative such as ‘Amount by which cost of 
investment in subsidiaries exceeded book value of 
underlying net assets at date of acquisition’. Although 
correct, this is rather a long story and one commonly 
sees the figure briefly described as ‘Goodwill arising 
on consolidation’. This, however, is not a satisfactory 
description. In the first place such a balance can 
seldom be identified with established business 
connections or’ super-profits which normally give 
rise to genuine goodwill. Secondly, an item so 
described implies an asset in which all shareholders, 
including outside shareholders, have an interest, but 
this is not always the case. This use of the word 
pen is misleading and I wonder whether the 

i ion groups could suggest some alternative 
wording to describe what I am referring to in this 
paper as a ‘deficit arising on consolidation’? 

63. Such a deficit is more in the nature of a 
negative capital reserve and I t that the amount 
attributable to the shareholders of the holding 
company should be set off against reserves or 
deducted from the sub-total of share capital and 
reserves. I refer in paragraph 8ọ to the surplus or 
deficit attributable to outside shareholders in respect 
of subordinate consolidations. 


64. The requirement tò disclose movements on 
reserves applies to changes in a surplus arising on 
consolidation; and if reserves are used to reduce a 
deficit arising on consolidation, or a deficit has been 
set off against reserves, the amount of the transfer 
should also be disclosed as a movement on reserves. 
There is no statutory requirement to show move- 
ments in a deficit arising on consolidation. 


65. If fixed assets of a new subsidiary are revalued 
for the purpose of the amalgamation, and the 
valuation is entered in the books of the subsidiary, 
the valuation is normally included in the net assets 
when calculating capital reserve ene on con- 
solidation. It is not now usual to spread a surplus 
arising on revaluation over the assets in the con- 
solidated balance sheet unless the revaluation is 
incorporated in the balance sheet of the subsidiary. 
On the other hand, if a surplus on revaluation is 
taken into account in the price of the shares the 
assets ought to be written up in the books of the 
subsidiary (and there should be a corresponding 
increase in the future charge for depreciation) if the 
alternative is a ‘goodwill’ deficit which would not 
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normally ђе written off against future profits, 
66. As a general rule, if a surplus arises on re- 
valuation by a subsidiary after acquisition the surplus: 
should be included in (post-acquisition) capital 
reserve although it will be available (inter alia) to 
write down any goodwill azising on consolidation. 
I think, however, that there may be an exception to: 
this rule. If a new subsidiary shows in its accounts by : 
way of note an unrealized appreciation of quoted 
investments at the date of acquisition and the book 
amount of the investments is not then written up 
there may result an unrealistic element of ‘goodwill’ 
arising on consolidation. If the investments are current 
assets and are written up, or sold and the profit 
realized, at any time after acquisition I consider 
that it should not be treated as a post-acquisition 
profit until any ‘goodwill’ which arose from dis- 
regarding the unrealized appreciation has first bee 
eliminated. | 


67. It may seem арргорлаје to adjust the net 
assets at acquisition in the light of other events: 
occurring afterwards. For example, if a contingent 
liability existing at acquisition bécomes an actual 
liability after acquisition, it may be justifiable to 
relate it back and charge it against a surplus (or add 
it to a deficit) arising on consolidation. Conversely, 
it has been suggested that where a subsidiary benefits 
after acquisition from pre-acquisition losses brought 
forward for tax purposes the amount of the tax 
benefit should be added to a surplus (or deducted 
from a deficit) arising on corsolidation. Ав a general 
rule, however, I think it is best not to en con- 
solidation calculations made in good faith on the 
basis of information available at the time of acquisition. 

68. A balance on consolidacion may also arise from 
provisions made by the holding company against 
its investment in a subsidiary for losses incurred 
since acquisition. On consolidation any such рго- 
visions should be credited to the profit and loss 
accounts of the subsidiaries as to this extent Һе, 
losses have been dealt with in the accounts of the 
holding company. If in order to reflect a post- 
acquisition revaluation of assets in a subsidiary the 
investment has been written up in the books of the : 
holding company since acquisition, the surplus on. 
revaluation in the holding company's balance sheet 
should be eliminated on consolidation (see paragraph 
82). | 

69. No balance on consolidation should arise from 
dividends received out of p-ofits earned by а sub- 
sidiary prior to acquisition as they will have been 
deducted at their net cash amount both from the 
subsidiary's reserves represented by asset accretions at: 
the date of acquisition and ftom the original cost of 
the investment in the books of the holding company. 


Differences in accounting date | 

то. Although section 153 of the Act makes it a. 
general rule that the accounting date of subsidiaries 
should coincide with that of the holding company, 
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it is open to directors to adopt other dates if there 
are good reasons to do so provided that they state 
the reasons in a note to the group accounts. 

71. Differences in accounting date will almost 
always give rise to balances on ccnsolidation which 
can be traced to inter-company transactions effected 
between the dates of the balance sheets concerned. 
These transactions can be of various kinds. They may 
have a capital nature such as issues of shares and 
transfers of fixed assets, or they may involve income 
and expenditure, for example, interest and manage- 
ment charges, 
subventions and dividends. 

72. It is easy to see why the Cohen Committee 
emphasized the importance of a uniform accounting 
date for consolidation purposes. Апу departure from 
the common date ms ж consolidation adjustments 
which need particular care in that they nearly always 
involve a measure of estimation and judgement. In 
such cases it is useful to see what the subsidiary's 
balance sheet would have looked like at the closing 
date of the holding company's accounts. Indeed, it 
may be necessary to adjust the earlier accounts in 
order to complete inter-company transactions 80 
that they may Бе set off on consolidation. On the 
other band, consolidation adjustments should not 
be so fundamental that one departs too far from the 
actual balance sheet of any subsidiary which is being 
consolidated. . < | . 

73. A credit balance arising from differences in 
accounting date may be due to duplication of assets; 
for example fixed assets or stock or cash may be 
included twice by consolidation of balance sheets at 
different dates if no adjustment is made. It is not only 
justifiable but desirable to eliminate the duplication 
completely, and not merely to deduct from the 
duplicated assets the difference arising on the 
inter-company accounts. On the other hand, if a 
debit balance, represents a duplication of outside 
liabilities there might be circumstances in which this 
duplication should not be eliminated without 
explanation as both liabilities denote actual claims, 
albeit at different dates, against the group assets. In 
such a case it might be best to deduct (on the face of 
the consolidated balance sheet) the current account 
discrepancy from the aggregate of the liabilities 
shown in the accounts of the relevant companies. 

74. Each case of this kind should be considered on 
its merits. It is important not to make consolidation 
adjustments which are too arbitrary, but when 
accounts end at different dates the need for a true 
and fair view may call for bold treatment of the 
balances which arise in this way. 

Inter-company transactions 

75. It is a principle of consolidated accounts that 
they should show the financial pcsition and trading 
results of the group as a single undertaking. They 
should not be affected by inter-company transactions 
which do not concern the outside world. 
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76. Revenue transactions such as inter-company 
pucchases and sales, service charges, interest, sub- 
ventions and dividends will cancel each other out, 
bu: inter-com»oany profits or losses which have not 
been realized so far as the group is concerned, for 
exemple by being included in stock or other assets 
held by the holding company or subsidiaries at the 
balance sheet date, should also be eliminated on 
consolidation. 


77. When goods are bought and sold in course of 
trade between companies in the same group it is 
usual to set up in the holding company a provision 
for unrealized profit on stock still held within the 
grcup at the balance sheet date. The provision is 
deducted in arriving at the stock figure shown in the 
consolidated balance sheet. This sort of provision 


` is aot allowed as a deduction for tax purposes and 


accordingly it is sometimes calculeted as the net 
amount, after tax, of the profit which it is desired 
to hold in suspense. This method seems justifiable 
as -he selling companies will have set aside tax on the 
profita included in their accounts, but if the stock 
is -educed by only the net amount the stock would 
appear in the consolidated balance sheet at more than 
cost to the group unless further provisions were made 
for other reasons. If the stock бешге is further 


recuced by the estimated amount of tax involved, 


it would not be correct to reduce the group tax 
prevision below the amounts required to be paid. 
It would seem best to include the tax adjustment 
in payments in advance. 

58. When fixed assets are transferred from one 
company to another in the group they will seldom 
pass at more than their original cost, but if they до 
80 the profit must be eliminated unless the higher 
figare can be justified by a bona fide valuation and 
the surplus taken to capital reserve. If a fixed asset is 
transferred at any figure other than the net book 
amount at which it appears in the accounts of the 
transferor company the additional or surplus depre- 
ciation will appear both in the accounts of the trans- 
feror company and in the consolidated profit and loss 
account, In the consolidated balance sheet there should 
coatinue to appear the original cost and accumulated 
depreciation (so far as retained) and it is usual to 
show these figures also in the balance sheet of the 
transferee company which will normally provide 
anual depreciation based on original cost to the 
group. 

79. If trading stock is sold by one company at a 
profit to another company in the same group for 


retention as a fixed asset, it is logical to consider the ` 


profit as unrealized and not available for distribution 
by the holding company as dividend. On the other 
hand, if the two companies concerned are in entirely 
diferent industries, and the purchasing . company 
is 5nly one of the selling company's many customers, 
it в sometimes argued that it is too academic to make 
а consolidation adjustment carrying such a profit to 
сазна! reserve. i 
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-80. A more complicated situation arises waere 
interest is c by one company to апо-лег 
company in the group which capitalizes the interest 
with other expenditure on fixed assets. In this casc the 
fixed assets including the interest should not be 
described in the consolidated balance sheet ae ‘at 
cost’ unless the interest represents finance cha-zes 
which have actually been paid by the first company 
for the specific project concerned. 


81. In the event of any shares in the holeing 
company being. held by a subsidiary (a situacion 
which was made illegal by the 1948 Act unle= it 
arose before the Act came into force) their par 
value should be shown as a deduction from the issued 
share capital of the holding company. Any difference 
between the par value and the k amount of the 
investment should be dealt with in the surplu: or 
deficit arising on consolidation. Dividends on euch 
inter-company holdings should, of course, be 
eliminated on consolidation. 3 


82. ТЕ a subsidiary capitalizes reserves by a scrip 
issue of bonus shares this does not affect the a=ets 
and liabilities of the group nor the aggregate of 
consolidated reserves but to the extent that revenue 
reserves arising since acquisition are capitalized dey 
should be redesignated capital reserves. If -he 
holding company writes up its investment in -he 
subsidiary (whether to take account of the scrip 
issue or not) this is tantamount to a revaluation of 
the investment and this must be justifiable by under- 
lying assets. The surplus on revaluation woulc be 
taken to the holding company’s capital reserve znd 
may form the basis of a scrip issue by the holcing 
company. On consolidation, the’ increase in zhe 
-~ holding company's investment should be elimin-:ed 
by set-off, first against the subsidiary's scrip issu= (if 
any) and thereafter against other post-acquisizion 
reserves. 

83. While consolidated accounts are designec. to 
show the financial position and trading results af a 
group as a single undertaking, they are primarily for 
the benefit of the shareholders of the holding cam- 
pany. It is accordingly necessary to bear in mind епу 
special characteristics of the holding company znd 
in this connection I particularly wish to refec to 
taxation. If.the holding company is taxed = a 
finance or dealing company it will be necessar- to 
explain by way of note what further tax woulc be 
payable if any group assets were realized by -he 
holding company at the figures shown in the con- 
solidated balance sheet. In such a case, where -he 
market value of investments held by a subsid ary 
as fixed assets is shown only in parentheses it shculd 
be made clear that no provision has been made for 
tax which would arise if any disclosed арргесіа :оп 
were realized by the holding company. 

84. Overdrafts and credit bank balances of езђ- 
sidiaries should not be set off against each other on 
consolidation, except to the extent that the balar-es 
are with the same bank and the bank itself wculd 
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во treat the amounts by.reason of some arrangement 
between the bank and ће companies concerhed. ~- 


Minority or outside shareholders ^ _ 


85. The interest. of outside. shareholders in the 
capital arid reserves of subsidiaries should be shown 
in the. consolidated balance sheet as a separate 
item, and it is customary to indicate the extent 10 
which their interest is, represented by кее 
shares. 


86. "The precise. date. when, the holding company 
acquired control is of no consequence to outside 
shareholders in a subsidiary company and their 
interests will normally be shown in the consolidated 
balance sheet at the total of their nominal share- 
EXPO and all capital and revenue reserves attribu- 
table thereto. They should not be credited with any 
part of amounts set aside for future tax or tax 
equalization. Their proportion of an adverse balance 
on profit and loss account should be deducted from 
their share capital and reserves but not beyond the 
point when their capital has been wholly lost. То do 
otherwise would assume that the outside share- 
holders will contribute further capital, and losses 
beyond this point should be charged to the holding ` 
company. 

87. The interest of outside shareholders so cal- 
culated will represent their participation in the 
assets less liabilities (up to the level of those assets) 
of the subsidiary companies in which they hold shares. 
In my opinion they should not be expected to bear 
any part of a provision for unrealized profit on 
transactions with another company in which they 
have no interest. 


88. Practice has varied in the treatment of a 
minority interest in ‘goodwill’. Some have thought it 
proper to add to a deficit arising on consolidation of 
the holding company's investment a proportionate 
sum attributable to outside shareholders, although 
the value of their interest in a subsidiary may bear 
little relation to the price paid for a controlling 
shareholding. Another view has been that the outside 
shareholders’ m portion of any purchased goodwill 
appearing in the accounts of a subsidiary should be 
eliminated from both sides of the consolidated balance 
sheet. I think it is fair to say that both these adjust- 
ments have gone out of fashion. 


89. The amount attributable to outside share- 
holders should include their proportionate interests 
in the net assets and profits of sub-subsidiaries and 
accordingly it is now current practice to take into 
account their proper proportion of any surplus or 
deficit arising on a subordinate consolidation. It is 
not necessary for this purpose to prepare subordinate 
consolidations; usually the accounts of all subsidiaries 
are combined as though they were fellow subsidiaries. 

9o. Complications can arise if a subsidiary is 
acquired at a time when dividends are in arrear ón 
cumulative preference shares which are not acquired 
by the group. The interest of outside shareholders 


а 
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will sooner or later have to. be credited with the 
amounts payable (after deducting income tax), hut 
up to the time when the dividends are declared it is 
sufficient to disclose the contingency in a note on the 
consolidated accounts. If the dividends are to be paid 
out of pre-acquisition profits they will be debited to 
capital reserve (or ‘goodwill ’) arising'on consolidation 
and if, as will be more likely, they are to be paid out 
of post-acquisition profits the transfer will be made 
from consolidated profit and loss account, 


1. The total outside shareholders’ interest in the 
balance sheet is arrived at after: deducting taxation 
because it is necessary to show the group liability 
to taxatien in one figure. This has led to the practice 
of deducting the profit attributable to outside share- 
holders from the group profit after taxation but the 

rofit after tax attributable to outside shareholders 
has no particular significance. It seems preferable to 
deduct the profit attributable to outside shareholders 
before taxation so as to show the consolidated profit 
attributable to members of the holding company 
before taxation,.as would be shown in a prospectus. 
One appears to have the choice of showing either the 
total group tax and the outside shareholders’ 
profit after tax, or the consolidated profit before tax 
and the tax charge attributable to the members of 
the holding company. I am inclined to prefer the 
latter, but 1 can remember no precedent for it and 
it would be helpful to have the views of the dis- 
cussion groups in this connection. 

92. Dividends recommended or declared on share 
capital held. outside the group should be shown in the 
consolidated balance sheet amongst.current liabilities 
and not included in the amount attributable to outside 
shareholders. 


Consolidated proftt and loss account 
` 93. Following paragraph 17 of the Eighth Schedule, 
the consolidated profit and loss account should 
combine the information contained in the separate 
profit and loss accounts of the holding company and 
the subsidiaries. | 
| 94 Ager te figures should be given for the iteme 
required to be shown separately, such as interest or 
long-term loans, depreciation, taxation, etc., but the 
aggregation of directors! remuneration is specifically 
excepted. Remuneration paid to persons who are 
directors of the holding company should be showr 
if the holding company's profit and loss account is 
combined with the consolidated profit and loss 
account as permitted in section 149 (5) of the Act. 
95. Audit fees need only be shown in a company's 
accounts if not approved at its annual genera. 
meeting but it would be misleading to show some 
only of the group fees in the consolidated profit anc 
loss account. Accordingly, unless they are all so 
approved it is usual to show the aggregate audit fees for 
e group and approval will be needed for the holding 
'company's audit fee if it is not shown separately. 


. 96. Às mentioned earlier in this paper there is a 
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cas? for deducting profits attributable to outside 
shareholders before the provision for taxation. 
Whether the outside shereholders’ proportion is dealt 
with before or after taxation it is important to make 
the deduction before eliminating either any pre- 
accuisition profit or deducting the post-acquisition 
prcfit attributable to members of the holding com- 
pary and retained in subsidiaries. ; 

c7. Where the consolidation includes the accounts 
of a subsidiary which partly cover a period before 
accuisition it is considered best to bring in the whole 
trading profit and show the whole of the items required 
to be shown separately (for example long-term 
interest and depreciation) and then to eliminate the 
prcportion of the net profit which relates to ‘the 
period prior to acquisition, 

a8. It is customary to deduct pre-acquisition profits 
after provision for taxation but I suggest that it 
wold be more appropriate to make the deduction 
bebore taxation with a view to showing the profit 


attributable to members of the holding company - 


Ђејоге taxation, as would be shown in a prospectus 
report. If the profit attributable to outside share- 
ho-ders is also deducted gross, as suggested in 
pn 96 above, the charge for taxation in the 
comsolidated profit and loss account will be reduced 
to -ax on the revenue profit attributable to members of 
the holding company. 1 think that this would be an 
'adjustment' within the requirements of paragraph 17 
of the Eighth Schedule but I should like to have the 
views of the discussion groups on this treatment. 
Dc. you think it would require a note in the con- 
solidated accounts to show the amount of tax suffered 
(a) by outside shareholders, and (Б) on pre-acquisition 
prefits, neither of which are charges against revenue 
prefits of the holding company? 'The two methods 
arc illustrated by Examples À and B in the Appendix. 
I -vould, of course, continue to show amounts set 
asrle for tax in the consolidated balance sheet at the 
group totals. 


39. At this point I think I should mention that the 
term 'group profit is usually intended to mean 
aggregate figures including profits attributable to 
ouiside shareholders. The use of the term ‘con- 
soHdated profit? is normally confined to profit 
attributable to members of the holding company 
after all adjustments, including the elimination of 
pre-acquisition profits. 

100. As previously mentioned, section 149 (5) 
pecmits a holding company to dispense with a 
separate profit and loss account if it is ‘framed’ as 
a consolidated profit and loss account, that is to say 
the two can be combined if the amount of the con- 
sotidated profit which is dealt with in the accounts 
of the holding company is clearly shown. 'T'he usual 
method of achieving this is to deduct the profit 
retained by subsidiaries, leaving a balance dealt with 
by the holding company, subject only to holding 
company dividends and transfers to reserve. After 
arciving at the profit and loss account balance carried 
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* You know Mr. Fellow well. He's an old friend— 


and an annual headache. That business of his he 
built up so successfully hasn't done him much 
good—as his professional advisers know onlv 
too well. It employs a lot of people, yes. Its 
export trade deserves a medal, yes. In Тас: 
everyone seems to be doing very nicely out of it 
Mr. Fellow's worth a fortune all right—the snag 
is he has no money. All he's got is a headache. 
which he passes on to you. Right down inside- 
both of you know the cure but... well, the word 
‘merger’ doesn't seem all that friendly somehow. 


Supposing it cou/d be done...a real marriage 
of interests with another company, perhaps а 
group ? It would free his capital, provide finance 
for expansion, cut costs, increase turnover . . 
Yes, Mr. Fellow would realise his fortune ther 
all right. Butcan his interests be protected—anc 
yours ? Nowadays they can. Chesham Amal- 
gamations & Investments Ltd. have negotiatec 
many carefully planned business ‘marriages’ 


Not by ‘bids’ and boardroom battles, bluff anc ` 


CHESHAM 


AMALGAMATIONS & INVESTMENTS LTD 


Es 


‚.. only 
he realised the 
fortune he's worth! 


counterbluff and all thatsort of thing. Chesham's 
team of professional Corporate Counsellors 


negotiate under the seal of secrecy to bring 


about a true match of interests at every level. 
The object is to make everyone's life easier . . . 
poor Mr. Fellow's and the otherfellow's too, who 
has problems of his own. And yours, of course. 
Moreover, Chesham will meet professional fees 
arising from any negotiations you initiate. 

Chesham act for many leading industrial 
groups and. investment trusts in the United 
Kingdom and abroad. We offer a completely 
confidential and highly specialised service both 
to professional advisers, and 10 companies large 
and small. Our range of professional services 
and advice is available at no charge whatsoever 
to every Mr. Fellow and his friends. Next time 
you meet your Mr; Fellow why not suggest he 
lets you sound out the possibilities ? You can 
get in touch with us by writing to: 

Sir Miles Thomas DFC Chairman, or any 
Director of 


Head Office 32 Chesham Place London SW1 Tel: BELgravia 4076 
Branch Office · 31 Clarsndon Road Leeds 2 Tel: Leeds 35513 
New York Office 37 Wall Street Tel: WHitehall 4-3270 


Directors Sir Miles Thomas DFC (Chairman), Francis A Singer DSc (Managing) И 
Nicholas A H Stacey, Sir John Eden Bt MP, Sir Neil Shields MC, Sir William Taylor Bt CBE (Associate) 





ACCOUNTANT September 25th, 1965 


WORLD-SCALE 

EXPERIENCE OF MECHANISED 
ACCOUNTING FOR . 

YOUR SIZE OF ВОВНЕЕ З 


Olivetti! with 51,600 employees Іа а 

world leader In keyboard ИВ 

machines. 

SEARCHING? 

e foreconomical mechanised accounting 

• for fast, accurate, reliable, posting 
and control 

• for maximum protection from operator 
errors 

* for one machine for many Jobs 

e Тог simplicity remembering the 
recrultnent and training problem. E , 

ORGANISATIONS IN 258 DIFFERENT 

TRADES, AND PROFESSIONS IN THE 

UNITED KINGDOM HAVE FOUND 

THE OLIVETTI AUDIT ACCOUNTING 

MACHINE AND NOW ENJOY THESE 

BENEFITS. 

Every model In the Ое Audit range 

has а unique combination of registers 

and 'memorles' which enables К іо be 

successtully applied to an extraordinarv 

varlety of accounting and control Jobs: 

ө with or without typewriting 

* with or without punched tape-produc- 

- Ing facilitios. 





Ф one • Pt eseseoas овога 
e*eececícsíc006ea200090290803949090299 
eee .-- 

ee • P" » ees ee 


Olivetti machines do more, cost less 
Surely there must be some way In 
which your firm could benefit from 
Olivetti experience of low-cost mech- 
anised accounting. Should a repre- 
sentative call? Would you like to have 
more Information at this stage? Please 
write or telephone. 


BRITISH OLIVETTI LTD 
30 BERKELEY SQUARE, LONDON W1 
TELEPHONE HYBE PARK 5011 


olivetti 
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forward by the holding company it is customary to 
add the aggregate of the balances carried forward 


“by subsidiaries so as to give the total carried forward 


on consolidated profit and loss account. This method 


P is illustrated in Example A. 


ж 


Y 
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тот. It is becoming increasingly common, however, 
to see consolidated profit and loss accounts in which 
no deduction is made for profit retained by sub- 
sidiaries and it seems that section 149 (5) is now 
observed merely by indicating, in a paragraph inset, 


Appendix 
Examples of Consolidated Profit and Loss Account 


Example A 
Paragraphs 98 and 100 refer 


ORTHODOX MANUFACTURERS LTD 
AND SUBSIDIARIES 


CoNSOLIDATED PROFIT AND Loss ACCOUNT 
FOR THE YEAR ENDED DECEMBER 318T, 1964 


Group PROFIT BEFORE TAXATION £ £ 
after the expenses inset below * 200,000 


Remuneration of Directors of 
Orthodox Manufacturers 
Ltd – 

Other emoluments ` 


Debenture interest 
Depreciation 
Audit fees 





TAXATION BASED ON THE GROUP PROFIT ~ 
Profits tax - m" ss ET 





























30,000 
Income tax ae m vs .. 82,000 
112,000 
Group PROFIT AFTER TAXATION .. s 88,000 
Deduct: 
Profit attributable to outside share- 
holders 7,000 
Profit earned by Subsidiaries prior to 
acquisition .. А .. 8,000 
15,000 
CONSOLIDATED PROFIT AFTER 'l'AXATION 73, 
Deduct: 7 
Profit retained by Subsidiaries + 1,000 
PROFIT DEALT WITH IN ACCOUNTS OF 
ORTHODOX MANUFACTURERS LTD 72,000 
Deduct: 
Dividends, less income tax – 
Interim — paid E" ЕР +. I5,000 
Final — proposed .. ж» . 22,000 
37, 
35, 
Ада: 
Balance brought ud PE рге- 
vious year 10,000 
Balances carried forward — 
Orthodox Manufacturers Ltd .. 45,000 
Subsidiaries 52 EM 5,000 
TOTAL AS IN CONSOLIDATED BALANCE Suzgr £50,000 


Example B 
Paragraphs 98 and 101 refer 


NEWLOOK MANUFACTURERS LIMITED 
AND SUBSIDIARIES 


CONSOLIDATED PROFIT AND Loss ACCOUNT 
FOR THE YEAR ENDED 318T DECEMBER, 1964 


Group PROFIT BEFORE TAXATION, . + £ 
after charging the expenses inset below 200,000 


Remuneration of Directors of 
Newlook Manufacturers 


Other emoluments ` 


Debenture interest 
Depreciation zs 
Audit fees. 





Deduct: 
Profit attributable to outside share- 


olders 
Profit earned by Subsidiaries prior to 
acquisition 


15,000 


. 20,000 
` 35,000 








CONSOLIDATED PROFIT BEFORE TAXATION .. 165,000 


‘TAXATION BASED ON THE CONSOLIDATED 
PROFIT — 

Profits tax 

Income tax 


. 25,000 
67,000 





92,000 





CoNSOLIDATED PROFIT AFTER TAXATION 
Of this Consolidated Profit an amount of 
£72,000 is dealt with in the accounts 
of Newlook Manufacturers Ltd 


Deduct: 
Dividends, less income tex – 
Interim — paid a se ~ 
Final – proposed ў К 


73,000 


15,000 
. 22,000 





37,000 





36,000. 
Add: 
Balances brought forward from pre- 
vious year — 
Newlook Роа Ltd 
Subsidiaries s 








'TorAL as IN CONSOLIDATED BALANCE Smer 
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the amount of the consolidated profit dealt with in 
the accounts of the holding company. This method, 
which is illustrated in Example Б, has the advantage 
of simplicity and it does not duplicate the holding 
company's own profit and appropriations which 
are usually already shown in tke directors' report. 
On the other hand, it may give rise to difficulties of 
narrative where the holding company's profit is 
greater than the consolidated profit because of 
subsidiary losses for which the holding company has 
made no provision during the year in question. 


102. It should be noted that a dividend brought 
into a holding company's accounts out of subsidiary 
profits of a previous year, althouga ‘dealt with’ during 
the holding company's year of account, does not 
form part of the consolidated profit for the year. If 
no separate profit and loss account is published 
for the holding company such a transfer must be 
shown separately in the consolidated profit and loss 
account and it is customary to adjust it on the 
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balances brought forward from the previous year. 
An interim dividend received on account of profit 
earned by a subsidiary after its accounting date for 
censolidation purposes should also be shown вераг- 
arely from the consolidated profit. | 


103. Ifa partly-owned subsidiary redeems redeem- 
able preference shares, held by outside shareholders, 
the necessary transfers of profit, and the capital re- 
dsmption reserve itself, should be allocated between 
the holding company and: outside shareholders in 
p-oportion to their respective interests in the equity, 

104. The expression ‘profit retained’ should be 
used to refer to the current undistributed profit, and 
not the accumulated undistributed profit, of sub- 
sidiaries. It is not good practice to refer to ‘losses 
retained’ by subsidiaries; such an item should be 
described as ‘losses of subsidiaries aot provided for’, 
от ‘not dealt with’ by the holding company. 


(To be concluded,) 





Weekly Notes 


U.E.C. MEETING IN LONDON 


MEETING .of the 

Taxation Committee 
of the Union Européenne 
dea Experts Comptables 
Economiques et Financiers 
(better known as U.E.C.) 
was held at the headquar- 
ters of The Association of 
Certified and Corporate 
Accountants in Bedford 
Square, London WC1, on 
Friday of last week. 


'This was something of 
an historic occasion, being 
the first meeting of the 
Committee to be held in 
the United Kingdom, 
which took place in the 
Secretary’s office, formerly 
the drawing room of the 
Forbes Robertson family 
home. It is well known that since 1770, when the 
house was built, many famous men have walked its 
floors, but this was probably the first international 
gathering held there. At the conclusion of the 
meeting the chairman, M J. C. Cailliau (France), 


expressed his thanks to the Association for the 
facilities offered to the Committee and hoped that 
they would be able to meet there again. | 

The picture shows (left to right). Standing: К. Т. 
Fell (Assistant Secretary of the Association); W. Feyl 
(Austria); Н. Krauer (Switzerland); Mrs К. Band 
(znterpreter in German); J. C. Cailliau, Chairman - 
(France); D. R. Dawes, Р.А.С.С.А. (England and 
Wales); B. J. Udink (Holland): C. Chenu 





(Zrance); J. Rosenn (interpreter in French). 

The following members of the Committee were 
unavoidably absent: H. Greiffenhagen Vend: 
J- Adam (Belgium) R. M. A. da Conceicao (Portugal); 
£. Ziegler (Representative of the Executive Committee). 


wane 
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SCOTTISH COMPUTER RESEARCH 
CENTRE i 


A PROGRESS report from The Institute 5f 
Chartered Accountants of Scotland on the pro- 
p posed Computer Education and Applied Research 
* . Centrein Scotland (previously referred to in our issue 
of July roth), states that three meetings of the 
feasibility study team have been held. In addition, the 
small working party within the full team has bad many 
meetings and discussions. Án extended visit has alzo 
been paid by some members of the team to the 
Netherlands Automatic Information Processing R2- 
search Centre in Amsterdam. This visit was found -o 
be of value and has helped greatly in defining impor+- 
ant priorities. The working party is responsible fer 
carrying out and reporting on specific studies for the 
full team, and also for producing detailed plans and 
ideas for further discussion. Although all dere bus ef 
the study team help through their many contacts m 
the business and computer world, the working party 
OX, carries the main burden of discussing the project in 

detail with users, manufacturers, universities, 
Government departments, and many other interested 


nna and individuals 
e progress report also states that thought hes 


ACCOUNTANT 


385 


been given to the organizaticn, staffing and adminis- 
tration of the proposed centre, and tentative budgets 
have been drawn up. This has involved consideration 
of what services would be provided to subscribing 
meinbers and what would be ‘on sale’ generally or to 
members. 


LIGHT ON THE FINANCE ACT 


HE gloom that has been cast over the contem- 

porary scene by the Finance Act, 1965, is in 
course of being relieved, although not dispelled, by 
timely publications which seek to explain the practical 
significance of the new taxes. Following the English 
Institute’s ‘best selling’ venture in this direction, the 
Association of Certified and Corporate Accountants 
are bringing out three booklets prepared by к 
Taxation Committee on the subjects of the ca ot 
gains tax and corporation tax. The latter has 
divided into two parts and it is understood that tio 
main part containing the gereral provisions will be 
available next week. 

The booklet dealing with the provisions relating 
to close companies is already available and covers. 
thirty-five pages, including seven examples, prefaced 
by a table of contents. Consiceration is first given to 


Summer Course at Cambridge 





Some толы: at “she Summer Course of The Instivate of Chartered гулзат іп n England aud Wales held af 
Emmanuel College, Cambridge, last week 


Front Row (left to if ee Mr В. О. А. Keel, ғ.С.А. (Member of Council), Mr H. T. Nicholson, Р С.А. (Speaker), Mr J. D. 


Russell, p UM 


__Treland), Мт 


^ Lunch, V.R.D., Е.С.А., 


R. McNeil, РСА. (President), Mr J. H. 


M.B.E., M.A., F.C.A. (С 
A.M.INST.T. (Speaker), Mr N. B. Nutt, F.c.a. 


Speaker), Mr J. Love, F.c.a. (Immedrate Past-President of the Institute) of Thartered Accountants im 


· Courses, Committee), Mr John. 
(Member Courses Committee), Mr С. А. Evan-Jones, 


M.B.E. (Secretazy of the Institute). 


Back Row (left to right): Mr E. Т. Shepherd, r.c.A. (Leader Group 
D. С. Richards, r.c.4. (Leader rd M Mr BE M. Young, E.C.A. ( 


B. ^.(сом. ), F.C.A. (Leader Group 


, Mr D. С. Cochrane, F.c.a. (Leader Group C), Mr 
. P. Bur-eli, F.C.A. (Leader ST 


D), Mr С. D. Paterson, T.D., M.A., F.C.A. (Leader Sroup ^ 
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the definition, nature and position of close companies, 
followed by explanation of the special meanings of 
"participators, associates, directors and control. The 
circumstances in which income tax is chargeable on 
undistributed income are next examined together 
with the surtax implications. Special sections are 
devoted to the enhanced scope of distributions in 
relation to close companies and the allied treatment 5f 
loans and consideration for restrictive covenants. A 
particularly valuable feature is the manner in which 
the new rules: are related to those already familiar 
in the fields of surtax and profits tax so that the 
reader’s existing knowledge is put to good use. 

The booklet on capital gains tax is a more ambitious 
work, extending to eighty pages divided into 255 
paragraphs, interspersed with thirty-six examples, 
two schedules and a four-page table of contents. It is 
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g-atifying to note that the authors have not shrunk 
from illustrating their examples with a wealth of 
detail which throws light on the shadowy outlines of 
the new tax and enables the reader to view the con- 
tasting provisions in perspective. A factor making for - 
easy reading of the text in both booklets is the placing 
of references to the Finance Act in the 

In introducing these publications the Association 
sates that it has in mind the wide variety of people 
who will have to deal with the new problems. It is to 
te hoped, however, that in future ventures of this 
rature consideration will be given to a comprehensive 
index which would enable access to be obtained to all 
espects of the problem engaging the reader’s atten- 
tion without ihe uneasy feeling that an important 
point had been sree kel through not knowing 
where to find it. 





This is My Life . 
by An Industrious Accountant 


CHAPTER 295 


REVOR, a junior in our Accounts Payable sect'on 

was waiting for me in the corridor. He's tall 
and thin and regarded as rather eggheaded, owing 
to his devotion to symphony concerts, by his more 
frivolous colleagues. ‘I’m planning to do an exam. 
leading to a qualification some day,’ he stuttered. 
“Сап I apply to register for a refund?’ 

І must вау I beamed on him somewhat. Trevor’s 
work has scarcely been in the dynamic class so Заг; 
his tendency to gaze ecstaticallv into vacancy at odd 
moments having been bluntly castigated by his 
supervisor, so this zeal for self-improvement was 
welcome. We recently initiated a scheme of re- 
imbursing up to two-thirds of the study feee of 
successful students, and every extra candidate was 
good publicity for us. ‘Come along at 10.30 for a 
chat,’ I encouraged him. 

The personnel director is always keenly interested 
in this particular project so I popped i in to brief him 
in passing. Prinny, however, wasn’t at his best. His 
swimming eyes and twice be-gashed cheek with 
reddened cottonwool wisps, told the story of last 
night's party. ‘We finished with three rounds of burnt 
rum and pink gins in the old wardroom style,’ he 
said with a reminiscent shudder. ‘Poor old Torps 
passed out cold early on; funny how he’s changed 
since the Mediterranean days.’ He dabbed gingerly 
at his chin and promised to drop in later. 

In due course Trevor arrived and poured ou: his 
story. He didn’t seem able to maintain interest in 

"boo -keeping procedures, he admitted; it was just 
the same old tedious routine day after day; he 
"wanted something more individual and challenging. 
Books and figures were dull, he said half defiantly, 


Aalf apologetically; he was interested in people and’, 

behaviour, іп his colleagues’ human relation’ 
ships, in their motives and reactions. In short, he 
wanted to study elementary psychology. 

I nodded benevolently. Being on good terms with 
your fellow-workers, teamwork, understanding and 
sympathy, all these were invaluable. Trevor put a 
big box on the desk. The sides folded down, and on 
a raised base there was a coloured plastic model of a 
life-size human head. Y 

Trevor was breathing quickly with excitement. 
“Phrenology ~ head examination, he said; ‘you feel 
chaps' bumps, read their minds, and so on.' He 
flipped down an outer layer of skin to disclose a 
seamed red and white surface of flesh, then another 
to show a repulsive blue, pink, and yellow streakeds, 
layer of veins and muscles. ‘Doctors in the U.S.! 
always use these for basic study nowadays; I can do 
& correspondence course, questions and answers, 
and get a minor degree quite soon; this brochure tells 
you all about it.’ Through the stripped-off layers the 
eyeballs glared with a ghastly intensity; the white 
teeth grinned mockingly. “The top opens to show the 
brain and blood vessels,’ he said admiringly. ‘This 
flexible polythene is marvellous; you can actually 
move the jawbone, like this. But it’s devilish ex- 
pensive.’ 

At this crucial moment Prinny entered. He sat 
down before my desk just as Trevor moved aside 
respectfully, so the director got the full impact of the 
model suddenly and at short range. It was not quite 
the thing for a morning-after cure. He uttered a short 
appalled grunt and then relieved his feelings with a 
quarterdeck fluency which has rarely been equalled. 

Trevor, mildly surprised as we explained that the 
essential feature of reimbursable courses lay in their 
accounting function, departed disappointed. I, in 
turn, expressed disappointment that Prinny seemed 
reluctant to accept Trevor on his staff as the obvious 
choice for rotational assignments, but after the shock 
of the severed head he had no use for an ‘egghead’. 
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R ETI n E IM E NT completely re-equips and modernises your 
office—with no capital expenditure (пої even 
a deposit), no delay, and orly the most 
$ unobtrusive rental, carrying “ull tax relief. Dial 
p L A М FLE 8792 or visit your local Straker Bedser 
branch—there are 33 in and around London. 


The Straker Bedser Leasing Plan enables you 


If you are an employer to choose from a /imitless range of top 


one of these problems may be yours | quality office machines and furniture 
You h 4 етай (whatever you want, we'll supply). Provides . 
* У ман un Pr C РИВАЛ fe free advice on office plannirg by an 


pum 


established Consultant. Even helps you with 
‘carpets, curtains, decor. More and more 
companies are transforming their offices and 
conserving their capital through the Straker 
Bedser Leasing Plan. Look into it now. 


+ You have made provision for some pension benefits 
but feel that you should supplement these with cash 
on retirement and some Life Assurance. 

oe You have made satisfactory Pension and Life Assurance 
arrangements for most of your staff but feel that some- 
thing extra Is required for your key personnel. 


The ALLIANCE RETIREMENT PLAN offers a completely 
fresh approach to these problems, You can obtain. full 
details. from your Insurance Broker or you can obtain the 


— — ——— |STRAKER BEDSER 
» (LEASING PLAN 


Limited, 
Ludgate House, Ludgste Circus, London, =. СА. FLEet Street 8792 









Life Pensions Department, 
Sun Alliance Bullding, 
Horsham. 





Please send me without 
obligation your booklet entitled 
The ALLIANCE RETIREMENT PLAN _ 


The Straker Bodmer Pisa inciedas әй there bedag manwiacienscs— 

ELECTRIC & HAND ADDING MACHINES - Burroughs - Они + Odhner 

DICTATING MACHINES'- Grundig - Philips - Fi-Cord - Uttrsvox - Ота 

OFFICE FURNITURE AND EQUIPMENT - Abbess - Hervey Howden 

Rama- + Tan- Sad + Parker- - Evertaux + Ti 

. ELECTRIC А STANDARD TYPEWRITERS - Adler « Otyupte - Hermes - Зланћ-Сотоса > Royal 

FHOTOCOPYING - Remington - Skycopy. 

AT 1 ike a BLOCK CAPITALS, PLEASE CONTRACTS - Unllock - Tenon Products - Luxalisx - Marie, • Carpet Tracts. 

ed |, . 








“Transport-wise I'm 
all for Contract Depreciation” 


Contract Depreciatlon makes good sense. With CD you 

can achieve a planned transport economy that is virtually ` 
impossible with ordinacy fleet operation methods. You get 

new trucks every time, placed before they become a liabil- 

ity, во that your operatng costs are reduced. These costs 

are accurately predictaLle well n advance—you can tender for 

contracts more сотре: itively and with greater confidence. 

From the prestige standpoint, Contract Depreciation gives 

your fleet maximum edvertising value—your trucks are 

always modern and ма! kept. 


Other major advantagesof CD Include :— 


Ф Yougetallthetax rsilofs with each new truck, Including 
investment allowances. 


Unprofitable admicistration time is greatly reduced. 


Reduced maintenance and repairs simplifies workshop 
operation — fewer = Кеа (and scarce) mechanics and 
smaller workspace necessary. 


No disposal problems with old trucks. 


CD has over 18 yezrs successful history of continuous 
service and truzkavallability to meet all your 
requirements, 


GET ALL THE FACT3 ON CD — send for our brochure 
, "Contract Depreciation —the reasons why” 


. Ask your secretary to <р the coupcn to. your letterheading 
and post It — TODAY! 


CONTRACT DEPRECIATION by 


) FORD & SLATER LTD 


NARBOROUOH ROAD SOUTH, LEICESTER - Сезана LEICESTER 82328] 





"VEHICLE CONTRACT OPERATERG SCHEME- ER 
STILL THE MOST ECONOMCAL 


| Yes! Please send me yaur brochure on Contract Depreciation 1 
1 Mark for the attentior of. | 
| 
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Take this load 





off your — 





Company 





secretary 





and save money too 


Keeping shareholders’ records, issuing reports and 
dividends, are routine chores that are much better 


given to outside specialists. By handing the job to ^ 


"Union Registrar Services Limited you free your 
Company Secretary to do his real job. You also 
save money. 

Union Registrar Services Limited handle the 
registration work for many Public Companies and 
a number of Unit Trusts. 


A Computer at your service 

A Computer installed last year, enables very rapid 
and accurate throughput of work. More and more 
companies today are using outside registrars. Why 
not yours? Get in touch with the Secretary of 
Union Registrar Services Limited at the address 
below for a quotation for your Company’ 8 work. 
Telephone Maryland 8525. 


UNION REGISTRAR SERVICES | 


UNICORN HOUSE, 252/6, ROMFORD RD, LONDON E.7. 
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tFinance and. 
Commerce 


Davy-Ashmore 


Bison with the annual report of Davy- 
Ashmore Ltd, the steelworks and industrial plant 
group, is a booklet entitled The Money 1965 and on 
the first page is printed: “This booklet contains a 
Short explanation of the results and accounts of the 
пена companies for the year ended March 
st, 1965. We hope that it may be of interest to all 


employees.’ 

The major part of the booklet’s content is repro- 
duced with this week's reprint of the company's 
accounts. Readers may find it interesting to attem А 
to reconcile "What we earned in 1964-65' with 
profit and loss account figures. 


A point to be made, however, is why “What we 
earned in 1964-65’ includes an invoiced sales figure, 
a figure for raw material and service costs, and a 
figure for salaries and wages, while the report and 
accounts issued to shareholders do not contain these 
items. Another question that may be asked is why 

е booklet does not contain a profit figure which can 

e immediately reconciled with the profit and loss 
account? | - 

The order of the items in ‘What we earned’ also 
seems a little odd. ‘Our contribution by way of 
taxation for Government expenditure . . .' seems to 
have beén paid before "Those of us who are 
employees received wages. . .’. 


Profit 


‘Profit’, it веса, is only a word to be used to share- 
holders. In ‘What we earned’ the word does not 


appear and the various ‘leaving’ items give no indica- , 


tion of what the actual profit was. We wonder 
why? 

'The item *Our balance sheet in 1965' follows the 
lines of the consolidated balance sheet. Even though 
employees are given figures leading up to grou р 
profits, is there any real reason why "What we earne 
should not be framed to show the actual profit figure 
and where the profit went? Conversely, could not 
the profit and loss account begin higher up the scale — 
or at the top with ‘Invoiced sales’, with raw material 
and wage costs as deductions? 


It is well that employees in the group should be 
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ma an explanation of the group's performance 

sition but there are figures in the explanation 

hich should be provided in the report and accounts 

седне and there should surely be closer re- 

conciliation between ‘What we earned’ and the 
profit and loss account. 


Troubled Period 


The 1964-65 period covered by the current and 
comparative figures in the Dary-Ashmore accounts 
cover a troubled period for the group and for the 
steelworks and industrial plant industry as a whole. 
Completion of major development programmes by 
the steel industry at home left the steel plant manu- 
facturing groups with production gaps which had to 
be made good by export business. 


‘Commenting on the position, the chairman, Sir 
Maurice Fiennes, says that 'the first object has been 
to keep our force of experienced designers and 
craftsmen together, since they represent the heart 
of the business’. In that object the company was 
broadly successful but the penalty in a much restricted 
market has been a n egligible profit margin and 
a severe reduction in profits. 


During the current year Davy-Ashmore Engineer- 
ing, the iron and steel plant subsidiary, will be 
engaged on profitless contracts deliberately taken in 
pursuance of the policy already mentioned. The 
subsidiary will be fortunate if it does any better 
than break-even. 


Disappointing 

The other main subsidiary is the Power-Gas Corpor- 
ation which undertakes the engineering and con- 
struction of gas and chemical plants. In 1963-64 this 
company made a loss because of technical troubles 
mainly on steam reforming plants for towns’ gas 
supplies. These, the chairman says, were overcome 
in the year under review but ‘tkere was more finan- 
cial debris to clear up than could have been foreseen 
a year аро'. 

This past year there were technical troubles in 
certain overseas contracts mainly arising from the 
failure of a proprietary machine not of the company's 
make or design. These troubles are the reasons for 
the additional provisions made in the accounts and 
for the increased value of work 12 progress as several 
large contracts were uncompleted at the year-end. 
In this company, however, there are hopes of steadily 
increasing earnings compared with a break-even 
position in the past year. 

Over the group as a whole, 1965-66 is still ex- 

ed to be ‘disappcinting’. ‘An improvement on 

га 1964-65 profit is improbable’, the chairman states, 

e adds ‘We may not even achieve that level 

e I am hesitant about further predictions although 
on the long view recovery prospects look better.' 


September 25th, 1965. 
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CITY NOTES 


RE is now clearly a two-way pull in the stock- 

markets. Returning strength in the / is moving 

funds to London and a down trend in interest rates is 
helping the fixed interest end of the market. 

Equities are torn between attempting to reflect 
this lower yield basis and at the same time acknow- 
ledging the evidence 5f increasing pressure on indus- 
trial profit margins. Мо news in such circumstances 
is good news. 

Equity prices as a whole are holding up reasonably 
well, but the ехсерлопв are cases where specific 
companies announce half-year results showing, at 
best, maintained profts from rising turnover. Dunlop 
Rubber was an outstanding example this week. 

It has been pointed out that when the 1961 credit 
squeeze was being relaxed, equities continued to fall 
until Bank rate had been brought down from 7 to 44 per 
cent. The current squeeze still seems far from being 
relaxed and it rema.ns to be seen how the equity 
market can continue to withstand accumulating 
evidence of profit pressure. 

Turnover in equities has tailed off considerably 
after the minor outkurst of activity of a week cr so 
ago. It is probably завјег at present to forecast for 
1970 than it is to forecast for the early part of 1966. 
Long-range equity buying on a hopeful 1970 basis is 
probably justified bct doubts about industrial profits 
and dividends in the early part of 1966 are likely to 
deter investors from putting 1970 hopes to the im- 
mediate test. 

. • * * 

HERE can harcly ever have been such a auick 
change in building society experience as there 
has been over the past three months. From having to 
ration mortgages, the building societies are now 
having to search for borrowers. ‘Mortgages available 
now’ signs are up із building society branch office 


windows and the problem is getting mortgage money 
Dut rather than getting investment money in. 

It is not beyond the bounds of possibility that the 
next move in building society rates will be a reduction 
in the investment rate. Interest rates in the short- 
term municipal bond market are coming back and, 
although any early move on interest rates by the 
building societies is unlikely, competitive rates are 
at last beginning to move in their favour. 

* * * * 
EMARKABLE progress has been made by 
Laurentide Financial Trust Ltd, the United 

“Kingdom offshoot of the Laurentide Financial 
Corporation of Canada. The company provides hire- 
purchase and personal loan finance. In the City this 
week, Mr Peter Saunders, head of the Laurentide 
organization, said that since its formation in Decem- 
Ђег 1963, the United Kingdom company had cleared 
its initial development deficit and finished the year 
to last June with assets of £3:6 million and a year's 
net taxed profit of £40,000. The longer term aim is 
public company status for the United Kingdom 
company. aud a share quotation. 

* * * * 

LLOWING the recent rejection of the National 

Provincial Bank's head office rebuilding plans, 
there was naturally relief in the Council of the 
London Stock Exchange at the Board of Trade ruling 
to allow rebuilding of the Stock Exchange to gor 
ahead. Demolition is expected to begin next Septem- 
ber but the whole {11-5 million rebuilding scheme, 
including a new dealing floor and communications 
building, plus a twenty-six-storey tower block, will, 
not be completed until the middle of 1970. Of the! 
cost, about £2 million has already been spent on 
buying neighbouring property. There will be 
‘business as usual during alterations’. 


RATES AND PRICES 


Closing prices, Wednesdaz, September 22nd, 1965 


Tax Reserve Certificates 
Bank Rate 

Nov. 2, 1961 6% Jan. 3, 1963 496 
Mar. 8, 1962 519) Feb. 27, 1964 5% 
Mar. 22, 1962 Ü Nov. 23, 1964. 7% 
April 26, 1962 4 о June 3, 1965 6% 

‘Treasury Bills 
July 16 5 122 13445 Aug. 20 5 10: 7'994% 
nd 23 5 125 374%, Aug. 27 5 11s 2°164% 
uly зо £s 125 72749, Sept. 3 5 ros 664% 
Aug.6 £5 128 541d% Sept. 10 £5 то І od, 
Aug. 13 £5 108 1050d% Sept.17 £5 93 то-814% 

Money Rates 

Day to day 42-54% Bank Bills 

7 days 44-51, 2 months © 5 ф 
‚ Fine Tra 3 months 5 % 
3 months т months 5 % 
4 months tA. months 5 % 


6 months 7—896 


interest rate 28.11.64 34% 
Foreign Exchanges : 
New York 2779 Frankfurt 11'21% 
Montreal 3°01 Milan 1748} 
Amsterdam 10:07 Oslo 20'00 
Brussels 1390124 Paris 137714 
Copenhagen 19:331 — Zürich 12°08 fy 
Gilt-edged 

Consols 4% С Funding 3% 59-69 Fes 
Consols Ht Ж, Savings 3% 60-70 
Conversion 6% 1972 8 Savings 3% 65—75 © : 
Conversion 54% 1974 93 24% 938 
Conversion 596 1971 93% reas Ty 549 2008-14 87} 
Conversion 34% 1969 90 Treasury 5% 8 84 
Conversion 3 2 Treasury 34% 77 764 
Funding 54% 82-84 — 92 Treasury 3196 79-81 73i 

unding 4% 92 Treasury 2195 39% 
Funding 319 А 99704 61$ Victory 4% 196 
Funding 3% War Loan 34% 55 


September 25th, 1965 


- Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Provincial Practitioners’ Problems 
SIR, — A series of letters has appeared in recent 
issues of The Accountant which, in my opinion, 
might well be considered together. 

I refer to ‘Practitioner Inquiry’ and ‘Assessments 
Unlimited’ in your issue of September 4th, and 
‘English Institute’s Subscriptions’ in your issue of 
September r1th. 

‘Taken together, these epitomize the position of the 

“Byerage provincial practitioner as follows: 

(1) The remuneration is about half of that earned. 
in other professions, though the training, 
responsibility and hours of work are no less — 
in fact, often considerably more. 


(2) There is a growing tendency for the Inland 
Revenue to treat the profession with complete 
contempt, instead of co-operation. The recent 
change in the manner of issuing assessment 
notices, without any prior consultation or even 
warning, is typical. Cases are listed for hearing 
before the Commissioners without any word 
with the accountant concerned; letters arrive 
daily from junior inspectors asking for a quite 
inordinate amount of additional information, 
even on the smallest accounts. One wonders 
how the system of tax assessment and collection 
would operate at all without the assistance of 
practising accountants, and why, therefore, 
the Inland Revenue are apparently doing 
their best to break the system down? 


(3) The Council of the Institute appears to’ be 
quite out of touch with the day-by-day problems 
of the small and medium firms (which con- 
stitute the greater part of its membership), 
and do little if anything to help — hence the 
difficulties mentioned in (1) and (2) above. 

When are our representatives going to do some- 

thing about it? 
Yours faithfully, 
ANOTHER PROVINCIAL ACCOUNTANT. 


Cash at Bank 


Sir, – І was interested to read the letter entitled 
` ‘Cash at bank’ (August 28th issue) since it has long 
been my contention that the most true and fair view 
of cash at bank, or bank overdraft, in the balance 
sheet is to include simply the balance(s) as shown by 
the statement(s) submitted by the firm’s banker(s). 
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To achieve this, the firm will reconcile its cash 
book at the year-end in the normal way. Unpresented 
cheques, as shown in the reconciliation, will be 
treated for balance sheet purp5ses as bills payable. 
Lodgements not credited by the bank will either be 
in cash or cheque form; cash items will be shown in 
the balance sheet as cash in hand and cheques will be 
treated as bills receivable. The final item in the 
reconciliation will be the balanze on the bank state- 
ment and will be shown in the balance sheet as cash 
at bank, or bank overdraft, as the case may be. 

The advantages of this method are many: 

(т) The cash at bank, or banx overdraft, shown is 
the actual figure certified by the firm's bankers 
at the balance sheet date. 

(2) Cheques not credited are shown as bills receiv- 

` able thereby revealing that the figure is not yet 
liquid cash and may, in fect, be stopped by the 
drawer or ‘bounced’ by the drawee bank. 

By showing unpresented cheques as bills payable 

9 tha firn i redis the fact rim although at the 
balance sheet date there were outstanding bills 
payable on demand, it is conceivable that these 
bills may be stopped or held over. 

(4) It alleviates the possibility of bank accounts, 
which are in credit at the balance sheet date, 
being shown in the balance sheet-— after re- 
conciliation ~ as overdrafts. (These fictitious 
overdrafts are misleading to the balance sheet 
reader, ‘who will query whether the overdraft 
shown is secured or not.) 

(5) It alleviates the possibility of overdrafts being 
shown in the balance sheet — after reconciliation 
— at a figure which exceeds the maximum over- 
draft facilities granted to tbe firm. 

I consequently maintain tha: the above method 
depicts with greater accuracy than traditional 
methods the ‘cash at bank’ position of са оп 
that arbitrary date — the balance sheet day. 


Yours faithfully, 
A. G. І. COGHLAN, A.C.A. 
Kuala Lumpur. 


Practitioner Inquiry 


Sir, — Although not a member of the Institute, but as 
one who since integration has ‘seen the light’ as 
regards the increasing problems of the small practi- 
tioner, I hope I might be perm:tted to add my plea 
to that of Mr D. G. Bee (September 18th 00) 80 
that we in practice can be enabled to pay ourselves 
and our staffs adequately and 2roperly. When one 
considers what has been done in other professions 
one wonders if somewhere егт is not some latent 
difficulty which has caused the abandonment of the 
hope that the Institute might fevourably consider a 
scheme to integrate the practisng members of the 
Association on terms similar to those afforded to the 
Society in 1957. 

Very many practising certified accountants feel 
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themselves to be in the unenviable role of stateless 
persons marooned in ‘No man’s land’, and a position 
which has been chronic for years is now rapidly 
becoming desperate. In recent months, a well- 
established firm of certified accountants has permitted 
three articled clerks to leave their employ because 
they had arrived at a conclusion they could have better 
and aire profitable lives in industry. The same firm 
has decided it would be wrong for them to seek further 
articled pupils (although they could afford them a very 
good and comprehensive training), at least until they 
can offer a proper and just reward. 

Almost everyone in practice, both chartered and 
certified alike, is awaiting the Institute's lead, and if 
this does not come soon, I forecast that many -he 
profession can ill-afford to lose, will be forsaking 
practice altogether. When I think of the hours one is 
compelled to work (incidentally, I am writing this 
on a Sunday and I read my Finance Act whilst on 
holiday), and the constant nag of trying to keep 
up to date with work and abreast of new legislation, 
I am convinced that unless some drastic actior is 
taken to introduce a proper scale of fees, the future 
is very grim and bleak indeed. I am sure a reccm- 
mended minimum scale would be welcomed and 
adhered to by all properly trained and qualitied 
accountants engaged in public practice. 

Unless this is done, and done quickly, the reputa- 
tion of the profession is bound to suffer, as all pos- 
sible economies already have been made, and the 
only remaining thing which now can suffer is stand- 
агі — which God forbid. This is something which 
has become a matter of deep concern, especially 
: when one hears of established accountants discon- 

tinuing to pay premiums on indemnity policies on 
account of there being unable to afford the premiums. 
One is completely shaken when discussing with 
colleagues the Institute's excellent recent booklet 
by Mr С. R. Appleyard, Professional practice тзит- 
ance, to learn how many practitioners, purely on the 
grounds of what they term economy, have either 
reduced the amount of their cover or discontinued it 
altogether. If things continue to deteriorate, very 
soon some smaller practitioners might even find it 
hard to pay their professional subscriptions and d-ses, 
and will look for more rewarding and less worrving 
and trying occupations. Nowadays, one rarely mzets 
& practising accountant who is not sick to death of 
his job and responsibilities, and detests intenselv the 
thought of having to devote even the small amour of 
leisure time he has, trying to read, mark, learn and 
inwardly digest the Chancellor's 1965 ‘misguided 
missile’. I am sure practising accountants with their 
depleted staffs will be unable to cope; neither will 
the Revenue. 

If there is no likelihood of the position improving, 
we should at least be told so frankly and without 
further procrastination or delay, so that we can 
endeavour separately to plan our futures. 

I have, however, every confidence and hope the 
Institute will give the profession the lead it so urgently 
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requires, and as a first step I trust they will at once 
-ecommend a minimum scale of fees, at the same time 
making special mention of work of an extraordinary 
nature such as: 


(1) investigations including examining or formulat- 
ing claims under common law; 

(2) share valuations; 

(3) returns and taxation work for individuals not 
engaged in business (including repayment 
claims); 

(4) negotiation of sales or mergers; 

(5) back duty settlements; 

(6) work requiring special skill or expertise. 


I realize my list is far from complete, but attention 
to these points for a start would be of great assistance 
to us all. It should not be difficult to fix scales under 
items (3) and (4), as I have heard banks have a scale 
in respect of the former, and from experience one 
would think that the type of work performed b 
accountants in the negotiation of sales or mergers 
should attract a reward at least equivalent to that 
recommended by The Chartered Surveyors’ and 
Auctioneers’ Institute for the sale of property and 
goodwill by private treaty. 

Last but by no means least, the Institute would be 
rendering a fine service if at the same time as publish- 
ing scales of fees, it would give us another guide we 
all require, which is a scale of salaries for our hard- 
worked, loyal and usually harassed staffs, without 
whose faithful aid we should have broken down years 
ago. Many who have served us well are now too old 
to take up better paid positions, so please give us the 
chance to recompense them by helping us to pay 
salaries of the amount they truly deserve. 

Yours faithfully, 


Stoke-on-Trent. GUY S. PEARCE, r.A.C.C.A. 


Index Numbers in Business 


Sir, ~ I would congratulate you on the article ‘Index 
Numbers in Business’, by E. J. Broster in the 
August 28th issue of The Accountant and as he says 
in his concluding remarks, this is indeed a fascinating 
subject. 

May I point out an error, however, in equation 3 
under ‘Laspeyres’s Index’ as surely this should read 


Qn.o = Брода 22, not Бродо 5 
qo On 
Yours faithfully, 
J. L. STEPHENS, ?.C. W.A., F.C.I.8., A.M.B.I.M. 
Birmingham. 
[We appreciate Mr Stephens's letter, and regret the 


misprint in the article to which he correctly draws 
attention. — Editor.] 


September 25th, 1965 





ELIT ETE 


seta] 


з 18. 





А > Were ^ 
~ YOU ARE 








) 


The Business Efficiency Exhibition 
is now the biggest in Europe 


The Business Efficiency Exhibition is now the largest, most 
exciting, most comprehensive of its sort in Europe. It has 
the latest products from almost every business equipment 


manufacturer in the world. 


There are machines systems for vast organisations—and 
small businesses. New machines on show for the first time. 
New ideas that will pay for themselves in a matter of weeks. 


1 More room, more exhibits. Two 
halls instead of one; the National 
Hall (ground and first floor) and the 
Grand Hall. 183 stands, which will be 
seen by 150,000 businessmen. 


2 Business °65 A 2-day symposium 
on the human aspects of decentrali- 





sation and automation. Apply now 
for tickets for your senior staff from 
B.E.T.A., 64 Cannon Street, E.C.4. 


3 First ever Business Service. Four of 
the Big Five banks and two major 


Financial Houses are going to be‘ 


there. Ready with advice and help. 


And this first-ever Business Service 
section is supplemented by the Elec- 
trical Development Association, the 
Location of Offices Bureau, and the 
Post Office. 


Shop for profit at the 


BUSINESS @ 
EFFICIENCY 
EXHIBITION 


Organ.sed by the 
Business Equipment Trade Association 


OCTOBER 5—13th Olympia, London, 10 a.m.—6.30 p.m. Saturday 10 a.m.—4 p.m. Admission З / 6 


Established 1877 


à. LEOPOLD , 
FARMER & SONS 
' conduct 
VALUATIONS 
AUCTION SALES 


PLANT, ACHT AND | 


INDUSTRIAL PROPERTIES 


Property Investments Mortgages кт | 
: Rating Specialists 
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Recruiting. | 
Computer Personnel 

is Unnecessary . 

| . SO 18 training them 


If you are behind your target dates getting new work 
on to your computer, or, if management have just 
handed you an extra unscheduled task here are two 
new ways In which The Computer Office can help. 


We will lend you the extra staff required for the systems 
2nd programming and – Job done ~ they're not on your 
payroll. Jobs are done faster this way because there's 
no need for tralning. 


Or, we will take over complete responsibility for the task 
and charge a fixed contract price. 


We only use highly experienced and proven staff for 
these two services. | 


For all your computer problems consult 
THE COMPUTER OFFICE 
30 MORTIMER STREET 
LONDON WI 


Merchant Bankers 
:3 Founded 1810 


Al Commercial Banking Services 
Investment Management 
Capital Issues | 
Trustees and Executors 


FOUNDERS COURT, LOTHBURY, LONDON, E.C.2 


"Telephone No. 
MONarch 9833 


Telex. For. Exch. 261061 
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International Tax Congress 
d Nineteenth Annual Meeting of the International Fiscal Association 


HE nineteenth annual congress of the Internationel 
Fiscal Association -was held in Church House, 
Westminster, last week. Over nine hundred delegates 


and their guests from twenty-four countries attended ` 


the congress. The congress of 1965 was the first to 
be held in London, and it proved to be quite tha 
largest in the history of the Association. 

'The Chairman of the British Branch, Mr Alun G. 
Davies, was President of the congress, and tha 
Secretary of the British Branch, Mr Geoffrey Ј. 
Bellenie, was Secretary-General. The congress secre- 
"tariat was headed by Mr Harold Kennett, of Gee & Со 

` (Publishers) Ltd. 

Opening the congress in Church House on Mondaz 

Nof last week, Mr Davies said that it was appropriat» 
to recall that the Church had avoided most of ou- 
fiscal problems by the adoption of the tithe as a 
simple, universal tax which contained no elements of 
double taxation. Problems of evasion and avoidance, 
of protests and appeals, were side-stepped because tha 
assessor ossessed the keys of heaven and of Һе. 
We could neither claim divine sanction for our taxes, 
nor could we even have the assurance that payment 
of taxes would ensure eternal salvation. 

Mr Davies said the congress would never have been 
possible without the financial support accorded by 
„а broad spectrum of British companies, and he thanked 
Mr Percy F. Hughes, Editor of Taxation, and the 
Taxation Publishing Company in particular, for the 


Ni 


vast amount of help received from them. He also paid 


tribute to the work done by Mr Bellenie in preparing 
the groundwork of the congress. 

Government departments, too, had been very 
helpful. The Treasury was giving a reception to all 
delegates at Lancaster House, and the Inland Revenue 
in providing a ‘sacrificial lamb’ at the opening meeting 
in the shape of the Deputy Chairman of the Board, 
Mr Robert Willis. 

Mr Davies said the International Fiscal Association 
was honoured in having with them that tax iconoclast, 
the Chancellor of the Exchequer, Mr James Callaghan, 
who despite all his local and international worries, had 
come to Church House to extend a welcome to the 
congress on behalf of H.M. Government. The 
Chancellor was a very courageous man; within a year | 
he had pulled down tie fares framework of the old system 
and laid the foundations for a new one. Introducing tax 
reform was a thankless task, and every time basic tax 
reform had been attempted, the answer given was that 


‘in the Book of Nehemiah: ‘There is much rubbish, so 


that we are not able to build a wall.’ 

“History alone would tell whether the Chancellor had 
built his new system on solid foundations, and when 
King Nehemiah was trying to rebuild the walls of 
Jerusalem, there were gentlemen called Tobiah and 
Sanballat who said: ‘Even that which they build, if 
a fox go up, he shall break down their wall.’ Some of the 
stones in the Chancellor’s wall, like the allegation that 
the old British system had a bias in favour of overseas 
investment, seemed very weak. ЈЕ may have been 





Mr А. G. Davies, Congress 
. President, addressing Ње 
opening session. On his right 
is the Chancellor of the 
Exchequer, with Mr С. J. 
Bellenie, Secretary-General of 


the Congress, 
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necessary. to create myths, but they were nevertheless 

still myths. And one of the appalling things about 

the discussion on the new tax proposals had been. that 

they desig bled what the French would call a dialogue 
sour. 


Chancellor's Speech 


The Chancellor welcomed the delegates to London in 
the name of Her Majesty’s Government. It was fitting, 
he said, that Britain should now take its place amonzst 
the countries privileged to act as host to the congress 
because whatever other claims were made by the: 
inhabitants of these islands, we were certainly pioneers 
in the levying of taxation on profits and income. The 
Jong life of the British income tax had given us an 
unusually long period of practical experience in it. 
On the other hand, its antiquity had meant that many 
features of the British system of direct taxation were 
old-fashioned and out of tune with modern needs. 
The measures of reform brought before Parliament 
had three objectives; equity as between one taxpayer 
and another, improved incentives to economic 
.efficiency and growth, and the right impact on -he 
` pattern of outlay of both consumers and investors. As 
regards the capital gains tax, he believed it filled a 
serious gap in the tax system in Britain, leading to 
greater équity between taxpayers who owned capital 
and those who did not. Delega:es from abroad may 
well have wondered why this step had not been taken 
earlier. The corporation tax proposals were con- 
troversial, but as the controversy receded into the 
- background, the new,tax structure would be seem to 
possess considerable advantages over. the old one. It 
“would encourage retention of company profits for 
expansion and development by imposing a significantly 
lower rate of tax on retained profits. The system also 
had a more realistic approach tc overseas investment. 
The former tax structure was too favourable to 
Overseas investment as compared with investment at 


home. Under the new system desirable overseas . 
investment would continue, but with a more selecive .. 


approach, and with a cutting down of investment of 
the type which was not really helpful to the econcmy 
and which was indeed a stram on the belance.of 
payments. 

The new system also separated company taxation 
from individual taxation. Under the óld basis, the tax 
structure enabled benefits intended for the company 
sector to spill over into the personal sector. This was 
particularly true of investment allowances. 

'There would in futüre be only one tax on company 
profits and the profits of any period would be charzed 
to that tax once . . This simplification would be 
bound to make it easier - for business men to understand 
the impact of the tax. 

An -Asgociation like the I-F.A., internationally 
constituted, did much. to freshen up the ideas of 
practical politicians and practical administrators who 
worked in Governments. The Chancellor asked the 
Association to consider whether there was not rcom 
for even more research than was going on about the 
economic consequences of taxation generally and 
specifically. А 

Tax systems were, broadly speaking, similar 
throughout most developed countries. Were ‘we sure 
that they facilitated, or might some of them unneces- 
sarily hinder, the growth of international trade? ‘The 
Chancellor was inclined to doubt whether they were 
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having the analytical consideration which they merited. 
He congratulated the Association on the choice of 
zhe two special subjects to be studied during congress, 
латеју, ‘Form and- substance in tax matters’ and 
Advance revenue ings’. These were important- 
questions and he did not doubt that through the 
2ooling of views from many countries a wider apprecia- 
zion would emerge of the lines along which progress 
would perhaps prove possible in the years ahead. 


President's Address at Opening Session. 


Ihe President of the Association, Dr Mitchell B. 
Zarroll, of the U.S.A., in his opening address to the 
zongress, said that members of I.F.A. were wondering 
. where the English inhabitants of this island had got to. 
"The President of the Congress was Welsh, so was the 


Dr Mitchell . B. Carroll President of the Inter- 


national Fiscal Association; addressing the congress, 
| NER Mr A. С. Davies in the chair, 


:Chancellor of the Exchequer, s had honoured the 
opening session. He referred to the delightful ambiance 
of Church House, and recalled that іп the good old 
days the tithe was perhaps the heaviest tax a church- 
goer had to pay. He said that the congress was doubly 
indebted to their British friends, firstly for their 
magnificent hospitality, and secondly, for having 
invented the income tax without which.no congress 
"would have been possible. 

Dr Carroll referred to the origins of the double tax 
agreement system and of his own part in the prepara- 
tion of the League of Nations drafts. The London and 
"Mexico model conventions were the 'launching pads' 
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for the post-war double tax agreements. The Fiscal x 


Commission of the United Nations had followed up 
the work of the League in this field, but for political 
reasons its work had not been allowed to prosper. 
"Ihe Organization of European Economic Com- 
‘munities and the Organization for Economic Со- 
Operation and Development had continued the work 
which had been pioneered by the League of Nations 
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and the O.E.C.D. Fiscal Committee's model con- 
vention of 1963 had welded the League models into а 
single model convention. The spirit of the League 
models had into the O.E.C.D., the 

YO work of which was being further studied by the 
European Economic Community and the European 
Free Trade Association. . 


Brilliant Historical Survey 


Mr Robert Willis, deputy-chairman of the Board of 
Inland Revenue, gave a talk on ‘Great Britain's part 
in the development of double taxation relief'. tn 
brilliant historical survey, to which no summary can do 
adequate justice, Mr Willis referred to the first 
double taxation agreement signed by Britain. It was 
in 1872 with the Swiss Canton of Vaud, and related to 
death duties. The agreement was a curious one, 
because the officiels of the Inland Revenue were never 
consulted about it. The intention was to protect the 
estates of British subjects who happened to die while 

temporarily resident in Vaud. It subsequently emerged 

a British subject residing in Vaud could remain a 
temporary resident for as long as he liked, provided 
he did not make a formal declaration of his intention 
to establish his legal domicile there. This was highly 
satisfactory to British subjects living there, but the 
Canton felt in 1958 that the treatment given them was 
unduly generous and the agreement was terminated 
jn that year. 

Mr Willis also referred to the resort by developing 
countries to ‘pioneer industry’ reliefs under which, 
inter alia, new industries were exempted from tax for 
first years of operation. They were of no benefit to a 
non-resident enterprise if the only beneficiary was the 
home Exchequer. То prevent frustration of these 
reliefs, the United Kingdom now had power to enter 

.j ,into agreements by which the tax given up was 
`$ treated for credit purposes as if it had been paid. So 
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Deputy-Chairman of the Board of Inland Revenue, 
Mr Robert Willis, C.B., C.M.G., addressing the congress. 


far agreements on this point had been madé with 
Pakistan, Israel, Malta and Jamaica: 

‘There were important points on the implications 
of Britain’s new tax reforms on the double tax agree- 
ments. All agreements which were silent about the 
United Kingdom’s right to levy a withholding tax 
but restricted the other country to a prescribed limit, 
would have to be revised. It would also be necessary 


‘to revise agreements which provided specifically that 


neither the United Kingdom nor the other country 
should charge any tax on dividends. Mr Willis could’ 


Mr Niall MacDermot, o.B.&., 
Q-C., MLP., Financial Secretary 
to the Treasury left centre), 
with Mr A. vies, 
congress President (и) talk- 
ing to members at the Treasury 
reception on Tuesday evening. 
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not say to what extent the United Kingdom would seek 
to introduce reciprocal rates of withholding tax. 4s 
it might take some time to revise agreements which 
restricted the other country to g prescribed rate of 
withholding, but imposed no such limitation on the 
United Kingdom, legislation would be introduced 
next year to restrict the rate of withholding to whatever 
level the agreement imposed on the other country. 


Discussion 

'The discussion of the papers submitted by sixteen 
countries on the problems of form and substance was 
held under the chairmanship of Mr Douglas À. 
Clarke, who had written the general report on the 
subject. It was continued by Dr Fasold (Germany), 
Dr Mersmann (Germany) Dr Klimowsky (lsrae.), 
Dr Wegenmar (Germany), Dr Faveiro (Portugal), Mr 
Nooteboom (Netherlands), Professor Pugh (U.S.A.), 
Professor Focsaneanu (France), Professor Cardyn 
(Belgium), Mr McEntyre (Canada), Professor Croxatto 
(Italy) and Mr F. Seale (United Kingdom). 

The second subject of discussion was 'Advan-e 
rulings by tax authorities at the request of the taxpaye-’. 
The chairman, Dr R. Lenz (Switzerland) introduced 
the subject, and was followed by the general reporter, 
Professor Edward Andersson (Finland). Those who 
participated in the subsequert discussion were 
Professor Wheatcroft (United Kingdom), Professor 
Egert Moller (Denmark), Mr Khanna (India), Dr 
Erma (Finland), Professor Muten (Sweden), Dr 
Klimowsky (Israel), M. L'Heureux (France), Mr J. 
Chown (United Kingdom), Mr R. Robertson (Canada), 
Dr Stern (Israel), Professor Focsaneanu (France), 
Mr Wilkenfeld (U.S.A.), Dr Falk (Germany), Mr P. 
Holdstock (United Kingdom), Dr Basanta (Spain), 
Dr Kitron (Israel), Dr Costa (Italy), M Elvinger 
(Luxembourg), Professor Melicke (Germany), Dr 
Konig (Austria), Mr M. Aiden (United Kingdom) 
and Mr P. Rowland (United Kingdom). 

` Оп Wednesday, September 15th, a seminar was held 
to discuss United Kingdom taxation and papers were 
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pzesented to the seminar by Mr Alun G. Davies 
("Capital gains tax’), Mr Geoffrey Bellenie (‘Corporation 
tex’) and Mr E. B. Nortcliffe (‘International aspects of 
the United Kingdom tax system"). The seminar was 


presided over by Sir Frank Bower, who pointed out "~ 
that the papers were politically neutral and factual, 


though the writers frequently disagreed with the 
Chancellor's views. Members of the panel at the 
seminar spoke on various aspects of the new proposals. 
Mr Malcolm Christopherson spoke on capital gains 
tax. He was particularly concerned with the double 
taxation which arose on death. Mr Hugh Rose dis- 
cussed the ‘close company’ provisions of the cor- 
poration tax and forecast that small companies would 
become partnerships and that foreign. companies 
vould operate in the United Kingdom via branches. 
Erofessor Wheatcroft dealt with the position of 
preference capital under the corporation tax and its 
Frobable effect on company capitalization. . 

Sir Frank Bower in summing up the discussion, said 
i- was clear lunacy for a country like Britain to put 
taxes on direct investment overseas. Where exports 
became impossible in any overseas market, direct; 
investment overseas was imperative for Britain. He 
forecast that the treatment of overseas investment 
vnder the Finance Act, 1965, would be changed. As 
regards 'close companies', Sir Frank thought it was 
£bsolute folly to put them in fiscal straitjackets. 
Fressure for change would lead to relaxation. He also 
thought that there would be changes in the taxation 
СЕ capital gains. 


Receptions 

During the congress, receptions were given to 
celegates by H.M. Treasury at Lancaster House, by 
Wr Percy Hughes, Editor of Taxation, at Grosvenor 
House, and jointly by the Confederation of British 
Industry, the London Chamber of Commerce and the 
Chamber of Shipping of the United Kingdom, at ~“ 
Caxton Hall. To conclude the congress, there was a 
banquet in Guildhall. 
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Teachers’ Training Course 


ша А RESIDENTIAL course for teachers of account- ` 


ancy sponsored by the: Education Committ-s 
of The Institute of Chartered Accountants in Englar d 
and Wales in conjunction with the University of Londen 
Institute of Education and held at the University last 
week-end was attended by over thirty-five part- ard 
full-time teachers or other persons interested in tke 
teaching of accountancy. Members of the course were 
drawn from a variety of institutions including technical 
colleges, colleges of commerce and private tutoris 
organizations. 

This was the second course, following that œ 
teaching methods held last April at Huddersfield, = 
order to promote interest and discussion on Фе 
methods of teaching accountancy. The course we 
divided into four seasions. 


- Introductory Talk 
At the first session on Thursday evening Mr A. E. 
Walton, Е.С.А., Vice-chairman of the Institute= 
Education Committee, gave an introductory talk iz 
which he explained that the role of the Institute ha= 
evolved from the position of an examining body t- 
that of responsibility for training and educatinz 
articled clerks and promoting the further education 
of qualified members. The national education pattera 
emerging through the new business schools, Nationd 
Training Act, Robbins Report, etc., envisaged the 


need for more teachers of accountancy in the various , 


educational institutions and all efforts were beinz 
made by the Institute to promote the supply of this 
need. The need for personal guidance of articled 
clerks by means of tutorials referred to in the Blagdon 
JA "Report, was also being dealt with by promotion 02 
> courses by the Institute. 


Course Pocus 


In the first of three lectures on Friday, Mr J. A. 
Jackson, Е.С.А., Chairman of the Education Com- 
mittee spoke of "Ihe Institute's Examinations" 

Emphasis, he said, was placed on the non-academi- 
practical application of accountancy study.and the 
skill required to draft accountancy principles in th« 
form of an examination question and answer. It wa- 
important that in the limited time which was available 


to articled clerks for study, the most effective use o^ 


this time was put to teaching and learning accounting 
principles 

An interesting lecture by Professor Doris M. Lee 
M.A., PH.D., of the London University Institute o: 
Education on the ‘Principles of learning’ reviewed thc 
connection between teaching and learning. The 
importance of the lecturer starting at the student’: 
own level was stressed. This required a re-thinking o- 
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what one knows oneself about the subject being 
taught, followed by a deliberate choice of such material 
which . will facilitate learning by the student. For 
maximum effectiveness the teacher must: 

(a) organize his material in some form of sequence 


(organization); 

(b) afford breathing space in a study course by 
means of discussions and practice in order to 
link ideas (reinforcement); 

(c) ensure there is adequate time to consider the 
subject as a whole (revision). 

R. Stubbings, B.COM., F.C.A., a staff 
inspector, Technical Teaching Training, Department 
of Education and Science, who was the course director, 
in a talk on ‘Student participation’, affirmed that there 
was no substitute for the essential learning which has 
to be done by the student on his own. The teacher 
helped this by driving the student along with a 
sense of urgency by means of programmed instruction 
at the same time ensuring that there was a continuous 
two-way communication between teacher and student. 

The session conchided with an entertaining and 

informative exposition by Mr І. S. Powell, B.sc., 
A.INST.P., principal lecturer, Garnett Teacher Training 
College, on ‘Aids to teachers’, Aids including a 
magnetic board, a felt board and an overhead projector 
were demonstrated to indicate how the co-operation 
arid attention of the group could be focused and held. 


Practical Work 

Members of the course were given an opportunity in 
the third session on Saturday to apply some of the 
principles outlined in the lectures. Practice lessons in 
small groups took place and each member spoke for 
fifteen to twenty minutes on a chosen prepared topic,- 
the teaching effectiveness of which was afterwards 
discussed by the rest of the group under the direction 
of group tutors. These discussions proved valuable 
‘on-the-job’ training and encouraged the free flow 
of ideas and practical suggestions. The success of this 
part of the course was due to the enthusiasm of 
members which was also reflected in the general 
discussion on points arising on the practical work on 
Sunday morning. 

The points raised et the general discussion included 
the usefulness of case studies as a supplement to 
practical training, the development of proper question- 

ing techniques, the eppraisal by the teacher of what 
the student himself thought about the subject and the 
appropriate time that should be given for ‘feedback’ 
in a lecture. 

The review of the course in the final session showed 
that more practical work, more time to hear of the 
principles of teaching and learning and an extra day 
for the course would have been welcomed. ' 





Telephone Victoria 2002 (3 lines) 





"n 


398 


ACCOUNTANT 


September 25th, 1965 


London Students’ Oxford Course 


Two hundred and sixty-seven students, including ten _ 


girla attended the twelfth autumn residential cou-se 
of the London Chartered Accountant Students’ 
Society held at Balliol and Trinity Colleges from 
Thursday to Sunday of last week. They were joined 
by seven students from the Oxford Students' Society 
and the course was under the chairmanship òf Mr 
W. К. Wells, B.A., Р.С.А., and Lieut-Comdr А ^C. E. 
Higgens, D.8.C., A.C.A., A.C.W.A., RN. 

The first lecture, . “The management job of an 
accountant in industry’, was given by Mr Jchn 
Garnett, director of the Industrial Welfare Society, 
who appealed to those who would sooner or later 
have staffs under them, to have regard to the importance 
of personal leadership in stimulating maximum 
effectiveness. The lecture and discussion with the 
speaker started the eighteen discussion groups on 
sessions extending far into the night and ranging 
over a wide spectrum of subjects. On Friday, the 
students heard lectures on ‘Management accountancy 
in practice’, by Mr S. V. P. Cornwell, M.C., MA., 
F.c.A., and on ‘Accounts for national economic 
planning’, by Professor А. К. llersic, M.sC.(ECON.), 
B.COM. ‘These very different subjects added further 
fuel to the active debating in the discussion ртосрв, 
both speakers showing clearly the impact of the 
matters they dealt with upon the daily life of the 
practical accountant. 

On Saturday, a further and most eífective con- 


tribution to the view of the connection between 
business management and accountancy was given by 
Sir Alfred Owen, c.B.E., on ‘Modern problems of a 
growing business’. The course ended on Sunday 
with a more technical lecture on “Гах reform’, by 
Mr Leonard Lazar, B.A., LL.B., which left much 
scope for thought and also provided insights into the 
practical application of the law as it stands at present. 

Mr Ernest Е. С. Whinney, M.A., F.C.A., President 
3f the Students’ Society, visited the course and 
presided at guest-night dinners in Balliol on Thursday 
and Trinity on Friday. The Master and the Dean of 
Balliol joined High Table on Thursday, and the 
Master welcomed the twelfth year of the Oxford 
Course in Balliol, On Sunday morning a Coursé 
Service in Balliol Chapel was conducted and addressed 
by the Dean. . 

After the lengthy and concentrated studies and, 
discussions on Thursday, Friday and Saturday morning, ^ 
some relaxation and refreshment was provided by an 
*al-in' punt race on Saturday afternoon, in which 
stamina and the fighting spirit were important factors. 

Altogether, the course gave to the 274 students who 
took part not only an important addition to their 
fund of the professional knowledge not provided by 
the examination syllabus, but also a lively feeling. of . 
the personal nature of the accountancy profession 
and a valuable contact with many who will be their 
fellow-members in the Institute oF the future. 





AT THE OXFCRD WEEK-END COURSE 
Front Row (left to right): Messrs C. А. Parritt (Vice-Chairmanof Committee), R. J. Carter, B.COM., F.C.A. р iene Miss A. 


Eastick (Staff), Mr J. Garnett (Lecturer), Lieut-Comdr A. C. Е. Higgens, D.8.C., A.C.A., A.C.W.A., 
the Course), Miss М. Е. Belcher (Group Leader), Mesers D. 2. 


RN. (Deputy Chairman of 
. Kelleher (Staff), J. О. V. Carlyle-Lyon (Group Leader). 


Back Row (left to right): Messrs M. G. du Pri, R. Bostock: nA, M. E. osa ri R. A. Eldridge, 5.sc., К. J. 


Anderson, B.A., №. Е. Lowe, M.A., C. 


M. Clarke, B.A., M. С. Chase, B.A., R. A. Everest, M.A., М 


. E. Emery (Group Leaders). 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs Bryper, Hamiyn & Co, Chartered Account- 
ants, and Messrs T. O. WILLIAMS & Davis, Chartered 
Accountants, announce that they are forming, with 
effect from January 1st, 1966, a joint firm in the name 
of BINDER, HAMLYN, WILLIAMS & Davigs, which will 
practise from Post and Mail House, 26 Colmore 
Circus, Birmingham 4. The partners will be Mr T. Е. 
HOLMAN, Е.С.А., Mr Н. Tuckey, F.C.A., and Mr Н. W. 
Tuckey, F.C.A., ' from T. O. WILLIAMS & Davigs, and 
Sir WiLLIAM LAWEON, C.B.E., B.A., F.C.A., Mr A. С. B. 
BURNEY, O.B.E., B.A., F.C.A., and Mr A. F. M. ВЕЕТЕУ, 
A.C.A., from BINDER, HAMLYN & Co. Mr E. G. DAVES, 
F.C.A., the senior partner of T. O. WiLLIAMS & DAVIES, 
is. retiring after an association with the firm lasting 
every forty-five years. 

Messrs BINDER, HAMLYN & Co also announce the 
merger, with effect from January 1st, 1966, of Messrs 
HawonrH & WHEATLEY Jones, Chartered Account- 
ants, with their Manchester practice. Mr M. WHEATLEY 
Jones, B.COM., F.C.A., will become a partner in the 
firm in Manchester which will continue to practise 
under the name Brnper, Намгум & Co. Мг Е. 
WHEATLEY JONES, F.C.A., is retiring after an association 
with his firm lasting fifty years. 


Messrs Bro & PARTNERS, Chartered Accountants, 
of 5 St Thomas’ Road, Brentwood, Essex, and Messrs 
Bb Вілмр & Co, Chartered ‘Accountants, of 4 
Broad Street Place, London EC2, have amalgamated 
their practices under the former name. Mr Lzsim 
W. BIRD, M.C., F.C.A., has retired as a partner from both 
practices and Mr С. Lupton FELDEN, F.c.a., has 
retired as a partner from Влвр BLAND & Co, but both 

oN will be available for consultation. Messrs D. S. 
JACKSON, Е.С.А., and W. L. DAECHE, A.C.A., who have 
both been senior members of the staff for some years, 
have been taken into partnership. The new firm is 
in association with Messrs BLAND FIELDEN & Co, of 
Colchester, Frinton-on-Sea and Witham. 


Messrs Brown, Pest & 'T111Yv, Chartered Account- 
ants, of 62 London Wall, EC2, announce that Mr 
CLIFFORD Byres НОРЕЗ, А.С.А., who had been a 
member of their staff for some years, was admitted 
into partnership on September rst, 1965. 

Messrs DELOITTE, PLENDER, HaskINS & SELLS, 
announce that Mr К. Е. Scarrr, resident partner in 
Zürich, is resigning on September 3oth, 1965, to take 
up a commercial appointment. Mr Jonn S. L. BEwErs, 
at present resident partner in Geneva, is assuming 
responsibility for both offices. 


Messrs Reaps, Cocke, Watson & SCARBOROUGH, 
Chartered Accountants, of Bank Chambers, Mulcaster 


FOR C.A. 
EXAM 
PASSES 
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Street, Jersey, C.L, annource that Mr W. Т. 
SCARBOROUGH, F.C.A., will recire from the practice 
оп September 3oth, 196 5. At th» wish of various clients 
he will retain certain of his directorships and will 
remain available in a consultative capacity to ensure 
continuity of clients’ affairs. The practice will be 
continued under the same name by Mr С. С. Pr, 
F.C.A., and the other partners. 


Appointments 


Mr J. J. Scarlett, a.a.c.c.a., has been appointed 
route licensing manager to Brizish European Airways 
Corporation. 


OBITUARY 
Arthur Edward Langton, LL.B., F.C.A. 


Mr Arthur Edward Langton. LL.B., Е.С.А., whose 
death on September 1rth was reported in our last 
issue, was for more than forty-five years associated 
with H. Foulks Lynch & Co Ltd, the accountancy 
tutors, and he had been a director of that company 
since 1934. 

Mr Langton had the dis-inction of obtaining 
honours in both the Intermediate and Final Examina- 
tions of Тће Institute of Cha-tered Accountants in 
England and Wales and also in the Intermediate and . 
Final Examinations of The Scciety of Incorporated 
Accountants. Generations of accountants will re- 
member Mr Langton as а popular lecturer and 
although he was compelled to -ease lecturing two or 
three years ago, owing to the physical strain it imposed 
upon him (he was in his seventy-eighth year), he 
continued to be active on the editorial side of the 
company’s business until the time of his death. 

Although he was lame for pver forty years and 
underwent several operations on his leg, Arthur 
Langton was always cheerful and had a great capacity 
for work. He will be greatly missed not only by his 
daughter, to whom we extend cur deepest sympathy, 
but also by his colleagues and his large number of 
friends. 


5 PER CENT DEFENCE BONDS 
(CONVERSION OFFER) 


The Treasury has announced that a conversion offer 
will be made to holders of 5 pez cent Defence Bonds 
purchased in the period Augus- 16th, 1958, to Feb- 
ruary 15th, 1959, and maturing on February 15th, 
1966. 

These holders will be invited to exchange their 
holdings into 5 per cent National Development 
Bonds (Second Conversion Issue) on February 15th, 
1966. Holders who accept the oer of conversion will 
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receive a final interest payment cf six months' interest 
at £5 per cent per annum on February rsth, 1966, 
together with the premium of £3 per cent on Bonds 
ex A first interest payment on the Secoad 
Conversion Issue Bonds will be made on August 
isth, 1966, in respect of the period from Februery 
15th, 1966, to August 14th, 1966. If the offer is rot 
accepted, interest on the maturing Bonds will cease 
with the payment due on February 15th, 1966. 

The terms of the new Second Conversión Issue 
Bonds will be the same as thcse of the 5 per cent 
National Development Bonds currently on sale except 
that interest will be payable on February 15th and 
August 15th. The full conversion terms were given 
in the prospectus and notice which was posted to 
individual holders on September 17th, 1965, together 
with forms of request for conversion and forms of 
authority for repayment for the use of holders who 
do not accept the conversion offer, 'l'he list of acce»t- 
ances of the conversion offer will be closed on October 
15th, 1965. 


GUIDE TO STATISTICAL INFORMATION 

A quick thirty-six page guide prepared by the Central 
Statistical Office to the statistical information collected 
by Government departments was published [ast 
week. Entitled List of Principal Statistical Series 
Available, the booklet gives for each statistical series 
the source, name of publication and frequency of 
publication, together with a short account of what 
each series covers. 

' It is designed to meet the needa of all who use or 
consult official economic, financial or regional statistics, 
which have greatly increased in volume and variety 
since the war, and is obtainable from H.M. Stationery 
Office, price 4s 6d 


THE ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP 

The 1965-66 session of quarterly evening meetings 
of The Accountants’ Christian Fellowship opened on 
Friday of this week at the Waverley Hotel, South- 
ampton Row, London WC1, when Mr W. W. Dolton, 
joint managing director, Delta Metal Co Ltd, spoke 
on ‘The profit motive — good or bad? which was 
followed by a general discussion on points arising 
from the address. On October 18th there is to Ге а 
special meeting for students. 

The Fellowship's annual dinner wil be held on 
January 2185, 1966, at the Bonnington Hotel, Sóuth- 
ampton Row, London WCi. On March 25, Mr 
P. S. Henman, M.INST.T., Chairman of the London 
Chamber of Commerce and of Transport Develop- 
ment Group Ltd, will speak on ‘Prices and incomes’, 
and on June 24th there will be an address on “The 
Christian and modern progress’, by Mr W. Polson, 
of the Lawyers’ Christian Fellowship. These meetings 
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will commence at 7 for 7.15 p.m. with a buffet supper 
£t the Waverley Hotel. 

In addition to these arrangements, there will be: 
meetings for Bible reading and prayer at 1 p.m. on the 
first Monday of each month in the Holland Room at 
St Mary Woolnoth Church, London ЕСз (Vestry 
entrance in King William Street) of about half an hour. 

The object of the group is to promote fellowship 
among Christians preparing for and engaged in 
accountancy; membership is open to all accountants 
and accountancy students. The secretary is Mr R. J. 
"Carter, B.COM., F.C.A. 


SOUTH-WEST LONDON 
DISCUSSION GROUP 


The next meeting of the South-west London Chartered 
Accountants! Discussion Group will be held on October 
4th, at 6.45 p.m. at the Three Compasses Hotel, Eden 
Street, Kingston upon 'Thames, when the subject will 
зе ‘Corporation tax’. 


SOUTH-WEST ESSEX ae OF 
CHARTERED ACCOUNTANTS 


The first meeting of the 1965-66 session of the South- 
west Essex Group of Chartered Accountants will take 
place on October rst, at St Aubyns, 34 and 36 Eastern 
Road, Romford, Essex, at 6.15 p.m. for 6.45 p.m., 
when there will be & general discussion on problems 
raised by members. Further meetings have been 
arranged as follows: 

November Ist: “The corporation tax in practice’. 

December Ist: “The taxation of capital 


Jute 3rd, 1900, "Modern farm business analysis 
an ent’. 
February rst: ‘The Revenue meets the chartered ac- 


Further particulars regarding the activities of the 


group are obtainable from the secretary, Mr D. EN% 


Heady, A.C.A, 1874 South Street, Romford, Essex. ' 
(Telephone Romford 44728.) 


THE ASSOCIATION'S FINANCE ACT 
BOOKLETS 


As mentioned in "Weekly Notes’ on another page, two 
of the Certified Accountants’ booklets on the Finance 
Act entitled Capttal Gains Tax: the Provisions of the 
Finance Act, om and Corporation Tax: II ~ the 
Close Companies Pr ovisions of the Finance Act, 1965, 
have now been published. 

to a last minute decision to incréase the 
number of practical examples from thirty to over fifty 
in the third booklet entitled Corporation Tax: I- 
General Provisions of the Finance Act, 1965, the As- 
sociation regrets that production of this booklet 
has been held up and copies will not now be available 
until the morning of Thursday, September 3oth. 
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Wanted — Morte Land 


I few other spheres have so many people made such wide- 
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spread capital profits since the end of the Second World War 

as in land. From the City property speculator to the house- 
holder who sells part of his garden, profits — usually tax-free — 
have been fo~ the asking. Likewise on few other subjects have the 
politicians tzlked to such little effect; the апі for building is 
itself the оп thing that has been in short supply. 

The housmg shortage in urban areas has exacerbated public 
opinion on t-e land issue; any Government would be committed 
to resolving the land problem or trying to prevent what the public 
regards as sceculation and what informed observers recognize 
to be the inter-play of the forces of supply and demand. Neverthe- 
less, there is widespread, if not general, accep-ance of the proposi- 
tion that windfall profits, arising as the result of public policy, 
i.e. the grant of a development certificate, should be shared with 
the commurity. This, however, is only one of the objects in 
last week's White Paper, The Land Commission (Cmnd 2771). 

In some respects, the proposals are more ambitious. It seems to 
be the intentton of the Government that local authorities should 
ultimately a-quire all their land requirements through the 
Commission. It would then seem logical that tae profits made from 
the Commiss-on levy — which can initially, at least, range from 
40-50 рег cemt on the development value ~ should be channelled 
to the same =uthorities whose activities are generally responsible 
for the creation of that development value. 

There is, in fact, nothing in the propossd functions of the 
Commission which local authorities cannot do already. However, 
the cost in time and skilled professional work of negotiating land 
acquisition is expensive and the new Commission may be able 
to expedite r-atters. 

As far as te accountant is concerned, the advent of the Land 
Commission will doubtless mean that much of the work in 
connection vith assessing the tax liability of the vendor will 
increase. Now the vendor will pay the levy in respect of any 
development value-that may arise, and in addition, any selling 
profit on the cost of the land will be liable to capital gains tax. 
We can only “оре that the Commission will succeed where others 
have failed за bringing down the cost of building land. The 
most obvious process to that end is to increase the supply; and 
it is by no m=ans certain that the Land Commission will succeed 
in that respect. 
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Shortfall in Distributions – I T 


T is a fundamental part of the new system 

that companies must not only deduct standard 

rate income tax from all distributions, but 
also hand over that tax to the Inland Revenue. 
In other words, the company obtains no set-off 
for the corporation tax which it pays on its 
profits. Needless to say, this will considerably 
inhibit distributions. Whether the money held 
back from shareholders will thereby be more 
usefully employed is another matter. In the case 
of close companies the Finance Act, 1965, takes 
steps to see than not too much profit will be held 
back. 

Section 77 (1) directs that if in any accounting 
period! of a close company there is a ‘shortfall’ 
in the company's distributions, an ‘amount’ is to 
be assessed on and recoverable from the company. 
One must assume that the close company made a 
distribution twelve months after the end of the 
accounting period, that the distribution was 
equal in amount to the shortfall, and that the 
company deducted income tax from it. The 
‘amount’ to be paid by the company to the 
Revenue is to equal that notional income tax, 
although it is not in fact income tax. As to the 
wide meaning of ‘close company’ see the leading 
articles in our issues of June 1gth and 26th. 

As to what ‘distributions’ are, we examined 
this complicated subject in leading articles in >ur 
issues of July roth and 17th. For the purpose of 
the shortfall provisions, it is necessary to re_ate 
a close company’s distributions to a particular 
accounting period. The necessary rules are 
contained in paragraph 9 of Schedule 18 and are 
reminiscent of the former profits tax provisions 
about gross relevant distributions. The distri»u- 
tions for an accounting period are: 


(a) any dividends (undefined) which are raid 
for the period and paid during the period 
or within twelve months after it; and 

* ‘Accounting period’ is defined in section 51: see the 


issue of May 8th last where the section (then clause 47) 
is expounded. 


(b) any amount by which the directors' re- 
muneration paid for the period exceeds the | 
deduction allowed for it in computing the 

' income of the period; and 


(c) all distributions made in the period, except 
dividends falling under а (a) for a 
previous period. 


If a period of account (undefined) is not also 
an accounting period (defined in section 5x) roks 
dividends which would fall within (a) in relatio 
to that period if it were an accounting period are 
to be apportioned to accounting periods falling 
wholly or partly within that period of account. 
The apportionment is to be in proportion to the 
distributable income of such accounting period 
or part of an accounting period. We.deal below 
with the meaning of ‘distributable income’. 

What is a ‘shortfall’? It is the amount by which 
the distributions, computed as above, fall short of 
the ‘required standard’ (section 77 (2)) The 
subsection then gives a definition of ‘required 
standard’ in terms of phrases which are themselves A 
separately defined elsewhere in the Act. It is 
more logical to begin with a glossary of these 
phrases: 


GLOSSARY 


‘Franked investment income’: Distributions re- 
ceived by one United Kingdom company from 
another (section 48 (1)). 

‘Group income’: Income which would be franked 
investment income but for an election under 
section 48 (3). 

‘Distributable profits’. The amount on which 
corporation tax falls finally to be borne (leas the 
corporation tax) plus: 

(a) amounts deducted under section 87; plus 

(6) franked investment income; plus d 
c) group income. 

Schedule 18, paragraph 7 (1)). 

‘Distributable income’: Distributable profits less 
chargeable gains (net of the corporation tax on 
such gains) (paragraph 7 (2)). 


r 


^. 
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"Investment income': Income which, if the com- 
pany were an individual, would not be 'earnec 


income’ (paragraph 8 (1)). 


‘Estate or trading income’: 
(a) Income which is not investment income; anc 


(Б) income chargeable under Schedule B ог 
Schedule D and which (not being yearly or 
other interest) arises from; 


(i) ownership of land; 
(ii) occupation of land; or 
(iii) letting furnished any building. 
` (Paragraph 7 (4)). 
‘Distributable investment income’: Distributable 
income less: 
(a) estate or trading income; and 
(Б) the smaller of: 
(i) one-tenth of the estate or trading income; 
or 


(8) £200 (proportionately less if the account- 
ing period is less than twelve months). 


"Trading company’: 
(a) A company which exists wholly or mainly for 
the purpose of carrying on a trade; and 
(b) any other company whose income does not 
consist mainly of investment income (para- 
graph 8 (т)). 


"Member of a trading group': А company which 
either: 

(а) exists wholly or mainly to co-ordinate the 
administration of a group of two or more 
companies each of which (i) is under its 
control and (ii) exists wholly or mainly for 
the purpose of carrying on a trade; or 

(b) (1) is controlled by a United Kingdom resi- 

dent company (‘C2’) not itself controlled 
by a third company; and 

(ii) exists wholly or mainly for the purpose 
of trade(s) carried on by C2 or by a group 
(x) consisting of C2 and United Kingdom 
resident companies under C2’s control 
and (y) existing wholly or mainly for the 
urpose of carrying on the trade(s) (para- 
graph 8 (2)). ‘Control’ is ignored for the 
above purpose if exercised (1) through a 
non-United Kingdom resident company 
or (ii) through a company whose own 
control depends on a shareholding ‘a 
profit on the sale of which would be 

treated as a trading receipt’ [sic]. 
Having defined our terms, we can now go back 
to the definition in section 77 (1) of the ‘required 
standard’. The basic definition is the distributable 
income less so much of the distributable income 
as the company shows could not be distributed 
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without prejudice to the requirements of the 
company's business. This means not only the 
current requirements but also 'such other 
requirements as may be necessary or advisable 
for the maintenance and development of that 
business' (section 77 (3) (a)). 

The definition of the required standard starts 
off with a reference to the whole distributable 
income, ie. the distributable profits (net of 
corporation tax) excluding long-term chargeable 
gains (also net of corporation tax). In other words 
it requires a 100 per cent distribution of what is 
left of the profits after they have paid corporation 
tax. The company receives the opportunity, 
however, to establish, for any accounting period, 
a lower required standard. 

If it is neither a trading company nor a member 
of a trading group, but it does have either 
trading income or (more likely) estate income, 
then it can try to satisfy the tax Inspector (or 
failing him the Appeal Commissioners) that it 
needs to conserve some or all of that estate 
or trading income. In the jargon of the Act 
(reminiscent of the surtax direction. provisions) 
the company must show that some or all of the 
income could not be distributed without prejudice 
to the requirements of the company's business. 
That income (subject to a maximum equal to the 
actual estate or trading income before deduction 
of corporation tax on it) is then deducted from 
what would otherwise be the required standard. 

A trading company or a member of a trading 
group is not subject to this maximum. It can 
try to persuade the Inspector to deduct even more 
than its estate or trading income from what 
would otherwise be the required standard; 
reducing it even to nothing at all. And this is 
so even if there is no estate or trading income. 

The above are the basic rules imposed by the 
main part of section 77 (2) of the Act, and unless 
a very high distribution is made, they impose 
а degree of burden of proof upon close companies 
which very likely will vary in severity from tax 
district to tax district. It was even suggested 
in the House of Commons that some companies 
might find it paid them to follow a particularly 
easy-going Inspector in his career up and down 
the country. 

However, there is a proviso to. section 77 (2) 
which relieves this sombre picture. _ 

(To be continued.) 
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Profit Planning and Forecasting — I 


by D. R. C. HALFORD, O.B.E. 
Capital Expenditure Controller, A.E.L Ltd 


This is the first of a series of three articles which, with slight modification by the 

author, constitute a paper presented to the conference of the Production Engineering 

Research Association in May. The views expressed are the author's, and not 
necessarily those of A.E.I. Ltd. 


AM very doubtful if ‘profit forecasting’ is a 

meaningful expression. It involves two major 

uncertainties: what is going to happen, and 
how we are going to react to it. It is difficult 
enough to guess at the future; and if we try to 
plan in advance how to meet these uncertainties, 
we shall have a large mass of material which will 
be virtually impossible to sort out, and which 
may turn out to be quite irrelevant. 

It is possible to come to some sort of broad 
conclusions with large margins of error; indeed, 
the stock exchange does this every day. But their 
view rests on such things as that X. always makes 
profits, and sometimes increases them: that Y., 
a new boy, appears to be doing all the right 
things: or that Z. is taking a calculated risk with 
his eyes open. But, as for any quantitative 
criterion, that is quite another matter. 

One can plan, however. Of course somethirg is 
certain to go wrong with the plan (and I have a 
certain support for the hypothesis that the more 
detailed the plan, the more likely it is to go wrong 
for some completely unexpected reason ; as usual, 
someone else has said this much better, in this 
case Robert Burns). Not only can one plan, one 


must plan if one is to avoid being the sport of fate., 


It may seem to be a senseless occupation to 
plan in the certain knowledge that things are 
going to go wrong. But you can re-plan as often 
as necessary. In turn, this means two things which 
are often not recognized: 

(1) Planning, to be effective, must be a continuous 
process, and not be confined to an annual flurry 
of activity centred round the budget. Às a side 

. issue, the usual technique of comparing what 
happens with an annual budget which may be 
very much out of date does not seem to be the 
best way of running a business. 

(2) ТЕ things are going to go wrong, flexibility to 
meet changes must not be forgone without the 
most careful consideration. For example, a 
new building project commits you to being able 
to fill it profitably for fifty to one hundred 
years; it should be subjected to the most 
stringent criticism. And, even more importantly, 


the maintenance of adequate liquid resources 
is of more fundamental importance than is 
sometimes thought money in the bank can 
cure many ills, while a high return on invest- 
ment is only a figure on a piece of paper. 


Budgeting 

Let us see how some of these considerations affec 
the practice. And I must assume that the systems 
in use are sophisticated enough to allow the job 
{о Бе done: the period and direct costs must be 
known (terminology of the United States brand 
of direct costing) and the problems which this 
approach brings out (which include flexible 
budgeting) are not shirked: the cost centre 
structure is reasonably far-reaching: and, where- 
ever practicable, objective standards are fixed. 
If these requirements are not met, quantitative 
planning is impracticable; not only will the 
consequences of even a few radically different , 
ideas impose a heavy load upon the accounting У 
function; worse still, the results will give the 
planner little insight into their merits — why they 
are or are not promising. 

Suppose that a budget has been framed — an 
integrated sales/production/engineering budget, 
which is internally consistent. The literature says 
that it will show what extra facilities and men are 
needed. It certainly may ; but, within the confines 
of a budget period of a year, you will be very 
lucky to be able to get the facilities in time for 
them to have any influence, even if you regard 
the somewhat suspect data in the budget as an 
adequate proof of need; and you may be lucky 
to be able to get the men. 

This difficulty cannot be solved by budgeting 
earlier, since this only gives more time for things 
to go wrong, and for the budget to be out of date 
before it starts operating. The only solution to 
these timing problems is for there to be a con- 
tinuous dialogue between the commercial and 
factory people, and a continuous translation of 
forward sales demand into the physical require- 
ments of men and machines. This sounds like an 
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impossible task for conventional methods, and 3t | 


probably is; but a computer can provide ths 
answer — there are programs available to scheduis 
the use of resources, and these programs lerd 
themselves to the type of study needed. 

There is this further implication, that budgets 
should be based on facilities as they are: projects 
for new ones can come up at any time, sufficient y 
long before they are needed. These projects w 1 
be accompanied by cost data in such a form th=t 
the budget can be adjusted as soon as the new 
equipment is installed and working. 

But in many cases the planning process sto-s 
with the budget; and, because it stops thers, 
immense trouble is taken, and effort is spent, л 
trying to frame a generally acceptable sales 
demand for the year. Apart «тога anything elee, 
this can be self-defeating, since the consultatiozs 
have a habit of becoming so. protracted that by 


the time the answer is known the question hes 


changed. With a continuous dialogue, and a 
readiness to re-plan to meet circumstances as th=y 
arise, the precise level and make-up of demar d 
used in the current edition of the plan is much les 


important. 


So, flexible budgeting is not enough; there must 

be flexible planning too. And with this арргоаст, 

bells will start to sound perhaps in Че 

for there to be greater urge than is always time 

case in engineering departments to develop new 

products so as to. replace old ones which shcw 
signs of not being able to compete any more. 


How Much is Enough? 


However, a budget has been framed, and pr-- 
duces a resultant profit. If this is all that happers, 
and the process then, stops, then in my view 
there is: по: plan – only’ a general consensus, 
which is something quite different. 

The fundamental. financial question that trar=- 
forms it into‘a plan' is whether this profit -s 
enough. Is thé company; in fact, регѓогтізр 
adequately? And, if not, what is to be doze 
about it? 

The 'how much is enough' questions же 
always difficult; and this one is no exception. It-s 
usual to answer it by talking about one of a larze 
selection of returns on one of an equally larze 
selection of investments. But, even if the smose 
of the consequential argument clears, so that o-e 
of the contending indices emerges a clear winne-, 
all you have is just that — an index which may -e 
nice to look at; of which makes the management 
feel good, but which.is of no practical use in 
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paying the rent. Worse than that, the index says 
nothing about financial health, since it is possible 
to go broke in spite of a high return. 

A more useful approach :s to return to funda- 
mentals ; and remember that when the stakes are 
down, it is the stockholders who own the company 
and carry the financial risk. 

One method is to ask that the business be run 
to maximize the stockholders’ income; but this is 
not altogether satisfactory, since dividends are 
by no means all that belongs to them. They receive- 
a continuing income, but still own the business 
as a going concern – they own what is retained as 
well as what is distributec, and they own any 
increase in asset values teo. A more suitable 
criterion is to run the business to maximize 
their wealth; and this has the added advantage 
(for public companies) that wealth is continuously 
valued by the market. 

It is the thesis of those who think this way that 
there is a correlation betwzen the market price 
and the surplus of a company's operations after 


-those taxes which аге levied on the company as 


such — ie. before the income tax which all 
stockholders pay anyhow. This correlation is, 
of course, modified by future prospects; and it 
looks probable that it needs to be modified by such 
matters as continuing dividend policy and the 
volume of debt — statistics are notably scarce. . 

It may look reasonable to- suppose that. a. 
persistently conservative dividend policy will 
depress share- values, because expectations of 
future dividends are low. In other words, if 
retentions are always high investors may con- 
clude that they will never get the full benefits of 
the consequential investment. . But, expansion 
cannot go on for ever; so it might also be pre- 


- sumed that dividends must ultimately increase, 


as they have for the once ultra-conservative 
banks. On the other hand, the General Electric 
Co of the U.S.A. has more than £200 million 
surplus cash; the absence >f investment, oppor- 
tunities to a company may not imply generosity 
to the shareholders. 

The amount of debt is probably = ореп to 
such conflicting arguments. Too high a gearing 
must, one would think, put the ordinary dividend 
at greater risk, leading to a lower share price. 
But does it, in fact, work out this way? 

However that may be, the theory (if true) says 
that-there is a correlation between the earnings 
available for dividend and the share price. Now 
that the tax structure has changed, the earnings 
available аге the profits after corporation tax, so 
the:theory says that the discribution of the price/ 
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0 
Earnings yield per cent 


Fig. 1. 


earnings ratio should have a pronounced mode, 
and low scatter. 

But it is early days for this ratio to be studied 
(even if the rate of corporation tax were known), 


so the earnings yield has been used in the com-. 


parison which follows. It seems rational to 
suppose that the two indices are to a degree 
interchangeable, apart from a scale factor; the 
old. earnings weré 74:47 per cent of the profit 
before tax (profit less total tax at 115 3d, grossed 
up at the income tax rate of 8s 3d) while the new 
ones аге 65 per cent— with corporation tax at 
35 per cent. К | 

However, as has been shown elsewhere, there 
is a break-even point of the dividend cover, below 
which either the dividend is cut or the retentions 
are reduced. This factor must, surely, affect share 
prices as must the existence of large expansion 
programmes (the investment allowance is worth 
less than it was) and the existence of certain other 
influences (foreign income ctc.) as has been 
pointed out frequently in the Press. 

So, Fig. 1 gives a sighting shot of the old earn- 
ings yield distribution for one section of quoted 
companies (the electrical ordinaries, of which 
there were eighty-four on the date selected). 

The distribution shows some signs of following 
a statistically ‘normal’ pattern, although the 
mode is not very pronounced. This is not very 
surprising, since eighty-four readings are really 
not nearly enough to argue from with confidence; 


Eernings yield distribution. 


Quoted electricals. (One day only.) 


and a single day’s figures can do nothing towards 
ironing out adventitious fluctuations. And no 
account has been taken of the influence of divi- 
dend policy (the range of cover is very wide, from 
07 to 4*4), nor has any account been taken of the 
effect of some very large differences in the amount 
of debt. It would be interesting to see a more 
far-reaching analysis taking in more industries, 
to see whether the statistical effect of these factors 
is significant. 

Having determined that the earnings yield 
which a good company should make is not less 
than 11 per cent (which is the upper quartile), 
the conversion in Fig. 2 shows that the corres- 
ponding profit before tax is 15 per cent. 

But 15 per cent will only maintain the stock- 
holders’ wealth. То increase it, significantly more 
is needed. 'T'his is an area which is full of doubt; 
but, evidently, one of the keys may be the 
retentions which are needed to increase the outfit 











£ 
Profit before tax .. a fe © "n 100 
Profits tax at 35 .. zs zs m 15 
85 
Income tax at 8s 3d D 
‘Net... 43-75 
Grossed up at 8s 3d 74:47 





Conversion factor 100/74-47 — 14 approximately. 
Fig. 2 
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capital needed to keep them productively use. 
One is almost tempted to return to the aim of a 
high cut-off level of return on capital employed; 
but, apart from the misleading suggestion thx 
it is the capital which earns the profit, it is by го 
means certain that the continued health of a 
company requires the same ratio when capital 
has grown as it did when it was lower. 


Appraisal of the Plan 


Once it has been determined how much proiit 
ought to be made (by calculations such as thes-; 
the desire to increase the dividend to x per cen, 
covered y times; or to retain enough so that a 
financing problem will not require too much 
dependence on the market), the budgeted promt 
is compared with it. It may even be too high, but 
is much more likely to be too low. 

If it is too high, at first sight things lock 
wonderful; but they may not be. First, and fair 
obviously, the company may be fair game for a 
take-over expert; second, and not quite ғо 
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obviously, such high profits may attract the 
attention of other companies who may try to 
seize a share of what is, obviously, a very good 
market. It may be Utopia; but the dividing line 
from a fool's paradise is very near. 

If it is too low, then remedial measures are 
needed. у 

'The first is purely a question of communica- 
tion; the budget must be re-examined to make 
everyone surrender their hidden safety margins, 
so that the plan incorporates a task instead of an 
easy chair. 

If this is not enough — and, faced with com- 
petition and wage/material price increases, it 
seldom will be for long- then some external 
action has to be taken as well. 

The first source of improvement that is usually 
looked at is an increase in output and sales; this 
meets all the current jargon tests — improving 
market share, advantages of scale, increased 
productivity, and so on. 'The reality may be a little 
different, as the next article will show. 


(To be continued.) 


Group Accounts - III 


Their Preparation and Presentation 
and the Responsibilities of Directors and Auditors 


Losses of subsidiaries 
pss wil normally be made in tls 


accounts of a holding company for losses of гз 

subsidiaries, the primary purpose being to ensu-z 
that the holding company's assets are not overstate=. 
It is not necessarily wrong if losses of subsidiari-s 
are not provided for, or not dealt with, in the holdir z 
company's accounts for the year. These may ha-s 
been provided for by the holding company in earlier 
years, or they may be covered by profits of subsidiaris 
in earlier years. In all cases it is important to compa-z 
the consolidated total net assets with the total n=t 
assets shown in the holding company’s own balan- 
sheet, and if the latter come to more than the сол 
solidated figure this indicates losses of subsidiaries 
for which provision should be made in the holdir.z 


s company’s accounts. 


106. Losses by a subsidiary can be dealt with by a 
holding company in two ways, either (а) by та га 
provision against its investment in the subsidiar,, 
The concluding part of a paper presented at the Cambridze 


Summer Course of The Institute of Chartered Accountarts 
in England and Wales on September 16th. 


by JOHN D. RUSSELL, M.A., F.C.A. 


or (b) by making a special allowance or a subvention 
to the subsidiary. In the former case the provision will 
not be allowed for tax as a deduction from the profits 
of the holding company, unless it is a finance com- 
pany assessed by reference to the current values of 
Its investments at each balance sheet date. On the 
other hand, subventions are allowed as deductions 
from profits (if the holding company has at least a 75 
per cent interest in its equity share capital) to the 
extent of the subsidiary's loss for tax purposes; in 
proper cases subventions can be made between 
fellow subsidiaries and by a subsidiary to its holding 
company, but the interests of outside shareholders 
must be safeguarded. Subventions, like management 
charges, cancel out on consolidation but they haye 
the effect of transferring the actual loss to the sub- 
venting company. 


тоў. On consolidation a provision made by the 
holding company for losses of subsidiaries should be 
added to the subsidiaries’ profit and loss account 
balances as it represents losses dealt with in the 
accounts of the holding company. On the other 
hand, if a holding company sets up a provision against 
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а specific asset of a subsidiary, because the latter 
has not so provided out of its own profit, the pro- 
vision should be deducted on consolidation from the 
book amount of the asset shown i in the subsidiary: 8 
balance sheet. 

. 108. If losses are being made by a о 
which makes up its accounts to a date earlier than 
those of the holding. company, it is prudent for the 
latter to make further provision for losses at least up 
to the date of the holding company's balarice sheet. 
Althoügh such further provision may not strictly form 
part of.the consolidated results, F think it is usual 
to deduct it in arriving i at the consolidated profit for 
the year. `- 

: 109. If post-acquisition oe of a subsidiary are 
spplied towards eli ting an adverse balance on 
profit and loss account at the date of acquisition such 
profits should be carried on consolidation to puc 
acquisition capital reserve. f 


Paragraph 15 (4) 

' 110. The statement of profits, less losses, of süb- 
sidiaries not dealt with in group accounts does not 
usually cause any difficulty. It-is customary td give 
figures after deduction of tax and they should, of 
course, not include any pre-acquisition profits or 
amounts attributable to outside shareholders. 

11x. When considering to what extent losses of 
subsidiaries have been 'dealt with' in a holding 
company's accounts it should be remembered that 
this category includes any provision made by a 
holding company against its investment in a виђа 
sidiary. If, as a result of subsidiary profits in a later 
year the provision is released, such profits have to 
this extent been ‘dealt with’. | | 

112. Paragraph 15 (4) requires slightly different 
treatment of trading results ‘dealt with’ as against 
those ‘not dealt with" by the holding company.. The 
results ‘dealt with’ should. include all profits and 
losses brought into the holding company's annual 
accounts to which the statement is annexed, in- 
cluding (where appropriate) an interim dividend, 
or provision for loes, arising after the last audited 
balance sheet of the subsidiary. Results ‘not dealt 
with’ should relate only to the subsidiary’s last 
financial year and previas financial years since 


acquisition. 


Disposal of subsidiaries: 07 

113. Section 150 (1) of the Act requires group 
accounts to with companies which are sub- 
sidiaries at the end of the holding company's financial 
year. Accordingly it is not appropriate to include in 
the consolidated profit and loss account a proportion 
of the profit of а subsidiary sold during the year 


except to the extent that it has been dealt with in the 


accounts of the holding company. 

114. The disposal of subsidiaries may cause con- 
trasting movements in reserves. For example, a sale 
of the investment for less than the amount of the 
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indi net assets will cause a reduction in con- 
solidated reserves even when the holding company's 
reserves increase from a surplus of the amount 
realized over the book amount of the investment. | 
'The converse may also océur. Such movements on 
reserves should be explained in the accounts. 


Development expenditure | 
` 315. There is another item to which І should like 
to refer although it is found not only in consolidated 
profit and loss accounts but in company profit and 
loss accounts as well. This is development expendi- 
ture carried forward, very often a considerable item 
in the accounts of -property developers. Practice 
differs but, with a view to establishing more easily 
the allowance of such expenditure as a deduction for 
urposes, some conpanies charge it all in their 
profit and loss accounts so as to show a corres- 
pondingly smaller profit on which tax is calculated 
and, they hope, assessed; and they then add to the 
profit after tax a substantial item usually dee}. 
cribed in. some way as ‘estimated outgoings ( 
tax) applicable to properties in course of dévelop- 
ment', and so arrive at an enhanced balance which 
they describe as available for distribution. In the 
Appendix at Example C I show how this sometimes 
appears. Does this really give a true and fair view? 
Surely if the outgoings to be carried forward do not 
properly relate to revenue transactions of the period of 
account they ought to be eliminated (before deduction 
of tax) above the point where the account shows the 
profit for the рай before taxation, as in Example 


' D. In such cases the taxation position usually has to 


be negotiated with the Inland Revenue and it is 


‘important ‘not to take credit for tax relief in this 
. connection until it has been agreed; for this reason 


the experiditure carried forward should be shown 
in the balance sheet at the gross amount, the 
provision for tax being correspondingly larger. 


Overseas subsidiaries : 

116. Where overseas subsidiaries are included in 
the consolidation it is normal to adopt the principles 
of currency .conversion observed in the casé of 
overseas branches, any profits or losses on exchange 
being aggregated in the usual way. In view, however, 
of the many differing circumstances and considera- 
tions which may arise it is important to. examine the 
effect of the treatment adopted, bearing in mind 
the overriding requirement to show a true and fair 
view.. Where there are restrictions on remittances 
or violent fluctuations in rates of exchange it may be 
advisable to omit certain companies from the group 
accounts or to show them in a separate consolidation. 


117. It is usual to write off against current trading 2 


profits all realized losses on exchange suffered during 
the year. Realized profits may be credited in the 
consolidated profit and loss account but they, like 
unrealized profits, are. more often carried forward, 
to meet subsequent losses. 


118. There are certain accepted: conventions for 
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the conversion of foreign currency balance sheets into 
sterling for consolidation. purposes. It is usual to 
adopt the remittance rate at the date of a subsidiary: 
balance sheet (known as the closing rate) for æl 


y monetary assets (for example debtors, deposits апі 


‘ cash) and current liabilities. The closing rate is ale 
often used for revenue reserves and long-term 
liabilities, although these are sometimes converted 
at the ‘built up’ rate if the funds were invested in 
fixed assets. It is customary to attribute to the 
currency shareholding the sterling cost of tle 
investment in the books of the holding company. 

119. The cost of foreign fixed assets is usual 
brought into the consolidation at its original sterlirg 
equivalent and in such cases the annual depreciatica 


should be built up to correspond with the origina, 


sterling equivalent, although, as discussion groups will 
appreciate, this historical basis of accounting ia 
limitations in times of sterling inflation. There is a 

school of thought which prefers the conversion ef 
A foreign fixed assets at the closing rate of exchange bu, 
if the currency has depreciated since the assets were 
acquired, this is only appropriate when the currency 
book amount is kept up to date by local revaluations. 


120. Stock usually presents а rather difficu't 


problem. Stock shown in a foreign balance sheet zt, 


cost 18 often converted at the average rate'of exchange 
for the period, but even though this may be apprc- 
priate for trading account purposes it can give an 


unrealistic balance sheet value in times of depreciatirz . 
currency. In such cases it is more usual to revalve . 
the stock іп currency at the balance sheet date апі 
apply the closing rate, Even this method сап give : 


uneven results as price ‘levels usually move in advance 


io fluctuations in the exchange rates which ame: 
' holding company. In other cases the auditors 


У frequently pegged by the authorities. | 

"121. There.may. be a choice. of several rates с? 
exchange, for example, free and controlled rate: 
import and export rates, or even different rates fc 
different commodities. The choice of the rate to Ee 
adopted requires careful consideration. 


122. Practice varies in the conversion of foreign 
currency T and loss accounts. Many companies 
convert all income and expenditure at the appropriate 
average rate for the period, except that if any of = 
trading. items. represent currency conversions c 
sterling transactions they would be given ther 
original. sterling value for consolidation purposes. 
Such companies usually write off unrealized losses 
on conversion of currency balance sheets againr- 
trading profits; unrealized profits are carried forwarc. 
Other companies, however, particularly when locz. 
currency is depreciating, convert all profit and loss 


BI. items at the closing rate and this has the effect c 


including in the consolidated profit and loss accour- 
all unrealized differences on exchange ial eee fror. 
the year's operations. In such cases unrealized losses 
on conversion of currency balance sheets are some- 
times taken direct to revenue reserve, on the ground 
that these are not attributable to current ‘trading. 
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In this event, however, I think that it ‘ought to be 
made clear that the profit shown. in the consolidated 
profit. and loss account is before providing for certain 
exchange differences, it being stated what these 
amount to and the way in which they have been 
dealt with in the consolidated accounts. 


123. Special consideration should. be given to the 
presentation of overseas taration. Agreement. of 
foreign tax liabilities is frequertly much.in arrear and 
if substantial sums are in doubt these should be 
disclosed. The consolidated profit and loss account 
should show the overseas taxation based on profits 
as distinct from turnover tix and other foreign 
taxes which are more in the nature of local rates and 
excise duties. 

124..It is important to draw attention in the 
consolidated accounts not only to the unremit- 
tability of certain overseas profits but also to the 
overseas and United Kingdom. taxation for which no 
provision has been made, but which would become 
payable if profits were remitced. It should also be 

made clear in the consolidated accounts if further 
United Kingdom taxation wovld arise on distribution 
by the holding company o ve tx earned by sub- 
sidiaries which have receiv 
trade corporations. 


Collation of information 

125. Practice varies corsiderably. ` In larger 
organizations, where consolidations are produced at 
regular intervals in order to give the management a 


tax relief ав overseas 


‘comprehensive view of the inancial position and 


trading results of & group, tae holding company’s 
staff will usually prepare complete group accounts for 
the year and su mt them to the auditors ‘of ‘the 


‘themselves prepare the group accounts in consul- 
tation with the holding compzny’s management and 
staff. Whoever prepare the group accounts it is 
important that all relevant imformation concerning 
the subsidiaries should be avzilable at the time and 
it is usual to make prior arrangements to obtain 
schedules and. statements in support of the sub- 
sidiaries’ accounts to ensure “hat all proper adjust- 
ments, and no others, аге made on consolidation. 

.126. If the balance sheets -o be consolidated are 

ared at the same date all inter-company loan 

pete accounts should be made to agree; if 

the accounts аге not coterminous, clear reconciliations 
of the balances should be available. 

127. It is desirable to arrange in advance for 
consistent treatment of simrlar items in all the 
accounts to be consolidated, but this does not 
preclude intelligent variation of accounting treatment 
when the circumstances le gr it, such as frequently 
happens in the accounts of a single company. 


Responsibilities of Directors and Auditors 


128. The obligation to lay zroup accounts before 
a company in general meeting is laid down in section 
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150 of the Companies Асе 1948, which provides that 
any director who fails to take all reasonable steps to 
secure compliance is liable on summary conviction 
to а fine of £200 or if the offence was committed 
wilfully, to а maximun of six months’ imprisonment. 
It is, however, a valid defence for a director to 
prove that he had reasonable gróunds to believe (and 
‘did believe) that a competent and reliable person was 
charged with the duty.of seeing that the requirements 
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of the section were complied with, and was in a 
position to discharge that duty. 

129. The form which is taken by the group accounts 
is a responsibility of the directors under section 151 
of the Act and it is also their responsibility under 
section 153 to see that the financial year of each 
subsidiary coincides with the holding company's 
financial year unless in their opinion there are good 
reasons to the contrary. 



































(Note: In this example Dead-End Properties Ltd have 
taken credit for tax reief in respect of development ex- 
penditure carried forwa"d; which would be included in the 


Consolidated Balance Sheet at the net amount of £31,coo.) ! 





























(Note: In this example Fairview Properties Ltd have not 
yet taken credit for tax relief in res of development 

enditure carried forward, which should be included in 
the Consolidated Balance Sheet at the gross amount of 
£65,000.) . | 
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Appendix 
Example C Example D 
Paragraph IIS refers Paragraph 115 refers 
DEAD-END TROPERTIES LIMITED. FAIRVIEW PROPERTIES LIMITED 
ANO SUBSIDIARIES AND SUBSIDIARIES 
CONSOLIDATED PROFIT AND Loss ACCOUNT CONSOLIDATED PROFIT AND Loss ACCOUNT 
FOR THE YEAR ENDED DECEMBER 318T, 1964 FOR THE YEAR ENDED DECEMBER 318T, 1964 
p. d ‚ A 
. Rents RECEIVABLE., AND CTHER INCOME .. 200,000 | RENTS RECEIVABLE AND OTHER INCOME .. 200,000 
.Ground-rents payabls, maintenance aon Ground-rents payable, maintenance and 
administration expenses . 125,000 administration expenses . 125,000 
Remuneration of Directors of Dead-End Remuneration of Directors of Fairview 
орин Ltd £ Properties Ltd — + 
5 is . 5,000 Fees s i^ 5,000 
Oder emolumencs sis . 15,000 Other emoluments . 15,000 
. 20,000 20,000 
Debenture interest “is ++ 35,000 Debenture interest ^  .. Ри .. 35,000 
` Depreciation ME АА „> .. 9,000 Depreciation E a ia Я 9,000 
- Audit fees у I,000 Audit fees sow as ^ne e - 1,000 
. 196, 
| И 190,000 
Prortr BEFORE TAXATION E E EN 10,000 Deduct: 
Development expenditure, carried 
“Taxation based on above apn – . forward » a 1.0... 68,000 
. Profits tax se .. 1,000 125,000, L. 
Income tax n Es zu .. 5,000 | ( 
6,000 | PROFIT FOR THE YEAR BEFORE TAXATION 75,000 
ПЕЕ А "Taxation based on the prot for the а = - 
TARA En = vt 4,000 Profits tax 5 10,000 
Estimate of outgoings, .ess tax, applicable Income tax 30,000 
_ to properties in course of development 31,000 è 40,000 
‘PROFIT FOR THÉ YEAF AFTER TAXATION, PROFIT FOR THE YEAR AFTER TAXATION, 35,000 
wholly dealt with in accounts of Dead- | wholly dealt with in accounts of Fairview 
: End Properties Ltd Es а 35,000 Properties Ltd "m ae ER 
-© Deduct: | Deduct: 
Dividends, less iccome tax – Dividends, less income tax — 
Interim ~ paid .. .. 10,000 Interim — paid 10,000 
Final ~ proposed | . 20,000 Final — proposed 20,000 
30,000 30,000 
. 5,000 5,000 
Add: ? Add: MEE 
Balances brought forward from pre- ' Balances brought forward from pre- 
vious year — vious year — 
Desi End ee Ltd .. 4,000 Fairview Properties Ltd .. 44000 
Subsidiaries ; 1,000 Subsidiaries e ; У 1,000 
5,000 5,006 | = 
‘TOTAL дз IN CONSOLIDA7ED BALANCE SHEET £10,000 | TOTAL as тч CONSOLIDATED BALANCE SHEET £10,000 
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consolidated accounts paragraph 17 of the Eighth. 
Schedule requires that they should, with certain 
exceptions, combine: the information contained in 
р the separate accounts of Ње holding company and of 
the subsidiaries, with such adjustments, if any, as the 
directors of the holding company think necessary. 


131. The responsibility of the auditors of a holding 
company in this connection is referred to in the 
Ninth Schedule to the 1948 Act. This requires the 
auditors of a holding company submitting group 
accounts to state whether, in their opinion, the group 
accounts have been properly prepared in accordance 
with the provisions of the Act so as to give a true and. 
fair view of the state of affairs and profit or loss of 
the company and its subsidiaries. 


132. When the Act first came into force the Council 
of the Institute obtained the view of leading Counsel 


` on many of its POTERE and Counsel E das the 
Opinion that . 


*The auditors of the holding company must ке 
responsibility for accepting for the purpose of group 
accounts balance sheets and profit and loss 
accounts of subsidiaries. This may involve either 
relying upon the reports of the auditors of the 

' subsidiaries or making such inquiries regarding the 
subsidiaries’ accounts as they deem to be necessary.” 


133. This Opinion was confirmed a few months 
ago and you will have received earlier this year, for 
inclusion in the- Members’ Handbook, ‘Statement on. 
Auditing No. 5’ which deals in considerable detail 
with the responsibilities and duties of the auditors 
of holding companies when the group accounts 

contain material amounts relating to subsidiaries 
4а they themselves have not audited. 


134. Until this new Statement was issued it bud 
been widely.thought that the audited accounts of a 
subsidiary could prima facie be accepted as providing 
satisfactory evidence (in effect a good voucher) in 
verifying the compilation of group accounts. It hag 
been customary for holding company auditors ta 
make it clear in their report when they have relied 
for the purpose of the group accounts on accounts of 
subsidiaries which have been audited by other firms, 
but until now it has not been unusual to express this 
reservation as though it were a qualification, for 
example by the use of the words ‘subject thereto’, 
unless a large proportion of the assets or profit of 
the group were concerned. 


135. According to the recent Institute Statement 
a holding company's auditors are not entitled to rely 
on accounts which have been audited by others any 
more than they can rely on unaudited accounts of 
?—Tgubsidiaries. It is proper to take into consideration 
the nature and extent of any examination carried out 
by external auditors just as it is proper to take account 
of the internal control but, which: the group 
accounts are prepared in the form of consolidated 
accounts or in some other form, the opinion which 
is expressed on them is the opinion of the auditore 
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of the holding company. It is their professional 
competence and reputation, on which the shareholders 
who appoint them are relying and their duty cannot 
be disclaimed or discharged by uninformed accept- 
ance of the accounts of constituent companies. 


136. The holding company auditors must decide 
whether the form of the group eccounts is appropriate 
and, if the accounts are consclidated, whether they 
are satisfied that proper ad-ustments have been 
made by the directors. Should differences of view 
develop between the auditors and the holding 
company directors in regard to material consolidation 
adjustments made by the directors, or perhaps not 
made but thought by the auditors to be needed, then 


the holding company auditore should, by arrange- 


ment with the holding company (and with the con- 
currence of the subsidiary company directors) 
correspond or seek a meeting with the subsidiary 
m auditors. 


. There will be r many сазев in which it would 
iot. e reasonable for Ше ,aaditors of a holding 
company to seek to. duplicats. or supplement, the 
examination made of the accounts of a subsidiaty 
by. its own independent. external auditors. On the 
other hand cases may arise where this is necessary, 
for example where consultatiors with the auditors of 
а subsidiary leave the holding зогарапу 8 auditors in 
doubt about the adequacy in scme significant respect 
of the audit examination аз. а basis for confirming 
their own opinion on the group accounts, or where 
such consultations or other considerations suggest 
that it may be necessary to consider important , 
matters which, while not calling for investigation 
by the auditors of a subsidiary as part of their duties 
in relation to its accounts, nevertheless require 
investigation for the purpose ‘cf the group accounts, 


138. In view of the above considerations it is 
desirable to arrange that consultation between the 
auditors is not deferred until the subsidiary audits 
have been completed, but begins when the work i is 
being planned. 


139. If the auditors of ће holding company аге 
denied information or facibties which in their 
judgement are necessary to епғЫе them to form their 
opinion on the group accounts it is their duty to 
state the facts in their report and to make whatever 
reservation may be appropriats in the expression of 
their opinion. 


Conclusion 


140. Reading what I have written in this paper 
before it goes to the printers, I wonder whether I have 
not been a little superficial in some respects, but 
my space is limited and you would not wish me 
to burden you with a textbook for the Summer 
Course. I also think that I maz have been somewhat 
too dogmatic in the way in wh:ch I have put forward 
solutions to some of the prablems which arise in 
practice. Nevertheless this should stimulate dis- 
cussion. (Concluded.) 
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Weekly Notes 


"SPECIAL MEETING OF THE INSTITUTE 


T the special meeting of members of The 

~À Institute of Chartered Accountants in England 
and Wales held at Church House, Westminster, on 
Thursday of last week, all twelve resolutions put. to 
the meeting were passed with substantial majorities 
and now havé to receive the approval of the Privy 


Council. A full report of the proceedings at the: 


meeting appears on other pages of this issue.. 

. Аз from January 1st, 1966, the scale of annual 
subscriptions payable by members is increased as 
follows: members in practice in the London area — 
Fellows 17 gns to 22 gns, other members 14 gns to 
19 gns; members in practice in the provinces — 
Fellows 15 gns to 18 gns, other members 12 gns to 
14 gns; members not in practice in the United 
Kingdom — Fellows 9 gns to 11'gns, other members 
6' gna to 8 gns; members overseas — Fellows 5 gns 
to 6 gns, and Associates 4 gns to 5 gns. 

The general effect of the proposals regarding 
incorporated accountant members is that present 
incorporated accountant members will be permitted 
to · call themselves chartered accountants while 
continuing in their employment in indusiry and 
commerce or local government. Where, however, 

-such a member wishes to take up practice, whether 
alone or in partnership with a member of the Institute 
or. with another accountant, he will not be permitted 
to describe himself as a chartered accountant while so 

. practising unless, or until, he has obtained the relevant 
experience. If- this condition .is ‘not satisfied, the 
designation ed a al accountant member will be 
retained. 

: Under Resolution No. 6 passed at the meeting,'a 
new office of Deputy-President of the Institute is to 
be introduced in order to reduce the burden of work 
falling on the President and Vicz-President; "ће new 
arrangement will provide. for a President, Deputy- 
President and Vice-President. Another alteration 
is the decision to increase the size of Ње Council to 
sixty elected members and, in addition, to make 
provision for not more than six co-opted шеглђегв to 
serve on the Council, 


VETTING. PAY CLAIMS, 


Т AST week the General Council of the Trades 
Union Congress discussed the ways in wnich the 
T.U.C. may vet pay claims. The Congress at the 
beginning of last month left thé General Council 
with.a resolution to vet. such schemes (although 
the support for the resolution was far from unanimous) 
but naturally Congress did not consider the vetting 
machinery. Unless some adequete machinery can be 
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of the resolution are likely to be somewhat abortive. 
On. Wednesday of last week, the T.U.C. set up a 
committee consisting of representatives on the 


General Council from each of the nineteen trade y 


groups together with the T.U.C. Chairman and its 
General Secretary. The committee are asking for 
information on all claims submitted to employers. 
Іс would seem that for the moment the T.U.C. is 
encouraging unions to submit their claims rather 
than trying to devise from the start a selective system. 
Another problem which has been raised by a 
memorandum recently sent out by the T.U.C. to 
members is the relationship between the T.U.C. 
and the Department of Economic Affairs on the one 
hand and the Confederation of British Industry on 
the other when it comes to the T.U.C. making its 
own comments on a wage claim. There are thus two 
sets of problems. The first concerns the independence 
of the individual unions in negotiating wage claims. 
The second concerns the position of the T.U.C, 
itself as regards non-union organizations and Govern- 
ment departments if it tries to give a categorical view. 
In the end the second group of problems may be more 
difficult to deal with than the first since the T.U.C. 
will be asked to give a considered view on a wage claim 
when it is not itself taking up a negotiating position. 


VIEW FROM THE BANK 

I" is more than appropriate, in view of the Press 

comment that has surrounded the recent inter- 
national support for the £ sterling, that the Bank 
of England's latest Quarterly Bulletin opens. with 
the following statement: 
be repaid to the International Monetary Fund їп? 
less than two and a half years; and a further $1,400 
million in, less than five years. In addition, medium- 
term credits totalling $120 million must be repaid 
to Switzerland;.and in the short-term management 
of sterling, use has been made of swap ‘facilities’. 
Against these liabilities there are, of course, reserves 
and ample assets but, what is needed ‘is a foundation 
for enduring economic growth at home’. 

The Bulletin reports that there was a further 


improvement in the balance of payments between © 


the first and second quarters of the year: from {100 
million deficit in the first quarter, to a rough balance 
in the second. Nevertheless, the latter owed a lot 
to seasonal factors, since exports in the second 
quarter were disappointing. Чће Bulletin strongly 
supports the measures taken by the Chancellor to 
reduce consumer spending, -but stresses that it is 
important not to exaggerate the extent of. the re- 


*$1,000 million is due to g 


1 


duction needed to bring about a healthier position-—4 


in the economy. The growth of demand cannot for 
long outrun the growth of capacity, notes the Bulletin. 

The results of the recent survey of hire-purchase 
facilities for: сагв are published.in the current 
Bulletin, and the most шапар fact.to emerge 
from..it.is that the. average actual life of such-con- 
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tracts ів much shorter than the average. intended 

length. The implications of the findings reinforc= 
` the view that hire-purchase regulations as a means cf 

restraining consumer can be much mor 
¥ effectively achieved by increasing the down-paymert 
' rather than altering the rates of interest. — 


PARLIAMENTARY QUESTIONS. 


MONG questions to be put to the Chancellor СЁ 
the Exchequer when. Parliament reassembles on 
October 26th after the summer recess will be om 
calling for a statement on the report made by finance 
ministers and central bankers, who met in Para 
under the Organization for Economic Co-operation 
and Development. Sir Walter Bromley-Davenpo-t 
(Conservative, Knutsford), who has tabled the ques- 
tion, will ask Mr Callaghan what steps he 
take in the light of their scrutiny of the Briti 
On the same day Sir Walter will also call for ал 
assurance from the Chancellor that; before embarkirz 
n any additional expenditure on social services whicà 
cannot be financed by the contributions of insured 
persons and employers, he will satisfy himself th-t 
such additional expenditure will not endanger the 
value of the £ sterling. 
On October 28th, Mr Geoffrey Rhodes (Labour, 
Newcastle upon Tyne, East) will urge the President 
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of the Board of Trade to. intsoduce legislative pro- 
posals | to deal with ‘the Orme. menace of inertia 


‘Also: оп that day, . Mr Тез; Най (Conservative, 
Wycombe) will ask whether the President is aware of 
the excessive use by European countries in member- 
ship of the European Free Trade Association of the 
provisions of Article 6 of the Stockholm Convention 
which allows the retention of customs duty for revenue 
purposes although such retention is not in accord with 
the spirit of E.F.T.A. The M.P. will ask Mr Jay; in 
view of the importance of increased exports of British 
motor vehicles and other manufactured goods. to 
these countries, to try to регеџаде them to observe 
е epitit of то: 


Е.Е.Т.А. IN 1964 


ү ЕГ published last week by the member 
countries of the European Free 'Trade Area 
records that most member countries enjoyed a rapid 
rate of economic growth in.1964. Indeed this fifth 
annual report shows that internal trade for the area 
grew faster than in any previous year. The year 
covered ends with June 1965, which included the 
crisis period when the United Kingdom imposed the 
surcharge on imports. 

„ The report emphasizes the limited value from now 


Cost Accountants’ Summer School 


^— Some сасар at the н School of ‘he Instinte of Cost and Works Accountants held at Gonville and Caius 
College, Cambridge, from September 17th-21st, 





Front Row (left to right): Messrs R. А. дан Е C.W.A. (Session Chairman), E. B. Bishop, F.C. W.A., F.C.L.3. (Session Chair- 


man), M. Levine, M.8C., A.INST.P. (Speaker), H 


n, 2.C.A., F.C.W.A. (President of the Instituts), R. 'T. Rickers, F.C.W.A. 


(Speaker B. J. M. Edmunds, с.А.(8.А.), о РВАЈА. < Speaker), M. J. Moroney, в.Эс. (Speazer). 

econd Row ud to right): Messrs C. Pinder, A.C.A., F. cw.a., D. A. Н. Fowler, A.C.W.A., Р: Layhe, a.c.w.a., J: W. Ray, 

A.C.W.A., J. W. Francis, ACA (Group Leaders), MH Walters, us ЈЕ. MES of the Institute), J. Muscatt, А.С... c 
тсир Leader 
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on of.the reduction in tariffs among members of 
E.F.T.A. It is becoming apparent that growing tariff 
discrimination between E.F.T.A. and the European 
Common Market is beginning to show in a alien 
drop in the growth of E.F.'T.A. exports to the E.C.M. 
which remains its major market. Secondly, emphasis 
is placed on the importance of a successful outcome to 
the Kennedy Round of tariff negotiations. 

Internal trade within Е.Е.Т.А. expanded in 1964 
àt a rate of 17:5 per cent while trade with the rest of 
the world went up by only 6 per cent. Тће report 
shows that with the elimination of internal industrial 
tariffs by 1966 E.F.T.A. will be increasingly con- 
cerned with agricultural products, highly protected 
manufactured goods and the reduction of non-tariff 
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barriers. These are all likely.to be а with a high 
political content. 


ASSOCIATION'S BOOELET ON 
CLOSE COMPANIES 


N our note last week commenting on the new 

tax booklets prepared by the Taxation Committee 
of The Association of Certified and Corporate 
Accountants we regret that we inadvertently referred 
to only seven examples in the booklet relating to 
close companies!; there are in fact twenty-two 
examples which, of course, add greatly to the value of 
the booklet. 
1 Corporation Tax — II: Close Companies Provisions of the 
Finance Act, 1965. Available from the offices of the 
Association, 22 Bedford Square, London WCx. Price 52. 





This is My Life... 


by Ап Industrious Accountant 
` CHAPTER 296 


HERE was a deep silence round the boardroom 
table. At one end of it sat Ilkley, our tough 
shirt-factory manager, brooding over his problem. 
Around the other side sat the directors, trying 
worriedly to arrive at a rather tricky decision. They 
had reason to be worried, Their problem was Ilkley. 

‘After twenty years as manager of a successful 
factory in a highly-competitive industry, Ilkley’s 
strength lies in his intimate knowledge of every 
facet of his trade — raw material prices and quality, 
production norms, wage rates, markets, the lot. 
His weakness lies in his knowledge of his strength. 
You can't tell him anything; he knows best. And if 
he's been doing something his way for several years 
then that’s the way to do it. If he’s on the receiving 
end of a constructive suggestion, then that suggestion 
will find it tough going. 

Sometimes I find myself hoping that I don't 
grow to be like Ilkley. Particularly when it comes to 
concessions to staff. 

On this occasion the argument had raged around 
clock cards. These useful documents have been a 
feature of industrial life for longer than I can 
remember; pictures of the employees queuing up to 
punch them must be familiar to everyone. This 
familiarity has probably obscured the need to ask 
whether they are in fact really necessary. Are they 
undignified and degrading? Are they inefficient and 
clumsy? 

So far as I'm concerned the answer to both 
questions is an emphatic ‘Yes’, I can remember the 
staff in our store filing past the four big old-fashioned 
machines, like a row of delinquents under sur- 
veillance. They jostled, fumbled and waited while 
somebody who had grabbed the wrong card pushed 


back to find the right one. Two timekeepers СЕ 


by watching, later examining crumpled bundles t 
see if old Bill, who'd been twenty. minutes late twice 
during the week, had been unfailingly a minute 
early for months previously, as he claimed in ex- 
tenuation. ТЕ was a shocking waste of manpower and 
inherently stupid as a procedure. 
. The subsequent deliberations about docking pay for 
lost time were controversial, humiliating, and reminis- 
cent of Shylock hungering for his pound of flesh. 
Ап early breakthrough in the struggle for human 
dignity came when, recruiting a young accountant, I 
found an ancient regulation saying that all new staff 
should punch the clock. A running battle was waged 
for months. Suddenly the managing director, that 
unpredictable dweller on Olympian heights, changed 
the policy. Senior staff, or specialists, should no 


longer clock in, he recommended with silky emphasis. | 
Our old employees could be trusted not to malinger; . 
the younger ones would be given the opportunity for , 


a trial period; their supervisors being responsible for 
reporting black sheep, if any. Slightly sceptical, his 
co-directors yielded. 

Somewhat to the surprise of our ТЕТИГИ 
executive, punctuality actually improved. So did 
morale. True, an odd slacker got a dressing-down, our 
punctilious office manager having no hesitation in 
blasting the ears off his few erring juniors, but the 
average was above reproach. Responsible supervisors 
behaved properly. With pleasure, we scrapped the 
old machines and found useful work, for a change, for 
the timekeepers. 

Now llkley's staff, so far untouched by this 
civilized gesture, were demanding the same con- 
cession. They wanted full wages automatically unless 


A 


an exception report was furnished to payroll. Ilkley 4 


said it was unheard of; factory workers were different; 
chaos was imminent. Two truculent maintenance 
electricians were leading the unanimous opposition; 
the wind of change was blowing hard. 

Judging by the managing ea glare, Ilkley 
would have to bend or break. 
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« Finance and 
Commerce 


Unigate 


S this week's reprint from the accounts of Unigate 

shows, the company goes to some lengths to 

explain to shareholders the effect of corporation tax 

had it applied to the past year's profits. Most company 

irmen in their annual reviews are currently 

explaining the corporation tax impact in terms of its 
© effect on retentions. 

d But the Unigate explanation confirms a point that 
has been made very often in this column ~ that plain 
figures plainly presented are worth very many words 
of explanation or comment. By examining the Uni- 
gate illustration, shareholders, even those whose 
knowledge of the matter may not be exactly high, 
should be able to see how corporation tax works 
on the basis of Unigate’s present figures. 

"Та terms of retentions, the company would have 
come out virtually even with corporation tax at 35 
per cent. The directors, comments Mr G. Ivor 
Price, the chairman, are aware of the disadvantage 
the company suffers because of its heavy preference 
capital. The directors, however, ‘have thought it wise 
in the present state of affairs not to bring forward 

gud 


Fresh Hazards 


The Finance Act, Mr Price comments, also creates 
fresh hazards with regard to overseas investments 
and 'these must affect future developments in this 
field’, Unigate's interests extend to Canada, Australia, 
New Zealand, Africa and the Irish Republic, but the 
‘new difficulties’ should not greatly alter overall 
profitability. | 

In the Unigate balance sheet the ordinary share 
capital increase stems from a reserve capitalization. 
Outside holdings in subsidiaries have been reduced 
by acquiring the outside preference shares in three 
companies. Provision for pensions and superannua- 
tion, apart from normal reduction, has been lessened 
by the funding with an insurance company of some 
of the pensions which were being paid direct by the 

——company. 

A high level of capital investment coupled with the 
financing of a higher turnover has changed the liquid 
position from a net credit of £3,179,409 to a net 
overdraft of £593,150. А year ago the chai 
referred to expenditure on new offices, a new central 
laboratory and on two computers. In his latest state- 


ACCOUNTANT 


415. 


ment he says: ‘We are paying particular attention to 
reducing capital outlay, so we hope the cash position 
will be rectified.’ ис 


Assumed Stock Value 


ALES of £5,661,000 against £5,554,000 and 

estimated pre-tax profits of £168,000 against, 
£176,000 indicate pressure on the profit margins of 
Bell & Nicolson Ltd, the wholesale textile distri- 
butors, in the first half of this year. Sales rose but Mr 
T. E. Hurst, the chairman, says in an interim report 
that expenses over which the company has no control 
rose ‘more rapidly’. 

The profits, he emphasizes, are estimated and are 
subject to stock valuation. He also stresses that the 
figures are based on an assumed value for stock. The 
directors, shareholders are told, have never considered 
the introduction of a system of detailed stock control: 
because such a system would not be justified by its 
cost. Neither has it been considered advisable to 
introduce half-yearly stocktaking. The process, it is 
considered, would cause serious disruption to trade. 

Every effort is being made to improve gross 
margins by keener buying, but in view of current 
uncertain business conditions it is impossible to 
forecast the full year’s results with any accuracy. 
Shortly before the announcement of the half-year 
sales and profits the directors of the company reported 
merger discussions with Richard Lunt & Co Ltd, 
a similar business based, like Bell & Nicolson Ltd, 
in Birmingham. 


By Divisions 


MPROVEMENT in company reporting is broadly 

achieved just as much by example as it is by 
exhortation ог law.- Long before the London Stock: 
Exchange requested companies with varying interests. 
to report the contribution to profits of various 
divisions, a number of companies were already giving 
that information. Metal Industries Ltd, whose 
accounts were recently issued, was one. 

In fact Metal Industries was already giving turn- 
over as well as profits by divisions, and, of course, 
still is. The report of The Derbyshire Stone group 
of companies, it may be noted, shows profits broken 
down into four main product groups with the pro- 
portion and amount of overseas earnings also shown. 
In addition there is an analysis of profits by geo- 
graphical area. 

A less complicated company giving a breakdown of 
earnings is Marshalls (Halifax) Ltd, which shows 
profits in two relatively equal divisions — concrete and 
quarrying being one and engineering the other. 
When one reads company chairmen writing of ‘giving 
information to our competitors’ as an excuse for not 
giving a profit breakdown one wonders how dire the 
consequences must be for companies such as the 
three mentioned. All three, as it happens, are doing 
well. : 


^ 
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income Tax Corporation 
Ређа, Ti Дл, 
ах 
is 35 
£7000 у 
Profit before Taxation 8,732 8,792. 
Deduct: Taxation 3,920 2,393 
Profit after Taxation 4,872 6,399 
Deduct: Profit attributable to Outside Shareho ders іп Subsidiary Compantes 9 9 
Profit Attributable to Unigete Limited 4,863 6,390 
Dividends Payable on: | 
Preference Shares 509 509 
. Less: Income Tax 197 197 
312 312 
Ordinary Shares 3,291 3,291 
Less: Income Tax 1.328 1,328 
1,963 1,963 
Income Tax on Dividends 
* (To be paid over to the Inland Revenue) == 1,525 
Коса! под Profit 2,588 2.590 
4,863 6,390 
GROUP PROFIT AND LOSS ACCOUNT 
FOR THE YEAR ENDED 3157 MARCH, 1965 
£ 
Trading Profit Note 5 13,140,609 
Deduct: Depreciation of Fixed Assets Note 6 . 3,778,884 
Interest on Loan Ca дер 517,500 
Other Intarest Ра 52,041 
4,348,425 
Profit before Taxation 8,792,184 
Deduct: Taxation Note 7 3,920,282 
Profit after Taxation 4,871,902 
Deduct: Profit attributable to Outside Shareho:ders іп Subsidiary Companies 9,314 
Profit Attributable to Unigete Limited К 4,862,591 
Deduct: Profit Retained іп Зибз- Пагу Companies 1,330,972 
Profit of Unigate Limited . E : * £3,531,619 
APPROPRIATION ACCOUNT i К А 
Profit of Unlgate Limited 3,531,619 
Balance brought forward from ast year 7,652,218 
11,183,837 
Deduct: Dividends, lass Income Тах, pald or proposed for the year ended 31st March, {965:—- 
6 per cant. Cumulative: Preference Sheres 282,901 
4j per cent. Cumulativs Preference SFares 28,941 
„Ordinary Shares 
Interim of 5 per cent à 719,891 
Proposed Final of 9 par cent. - 1,242,915 


1,962,806 


Balance carried to Balance Sheet 
Untgate Limited 
Subsidiary Companies. 


For Notes see page [418] 


| 8,909,189 
1,860,394 





£10,769,583 


1,958,105 


neg L 











312 





1964 


3,391,020 
157, 


‚254 
109,548 


£ 
11,944,384 


3,657,822 


8,286,822 
3,860,750 


4,425,812 


10,557 ~ 
TUE 


4,415,255 
36,858 


£4,378,397 


£ 
4,378,397 


5,543,768 


282,901 
28,941 


575,913 
1,382,192 


9,922,165 


7,652,218 
529,422 


‚ £8,181,640 
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Hill, Samuel moves with the 
times at 100 Wood Street 


The mair departments of merchant bankers Hill, Samuel 
are now ander one roof at 100, Wood Street, London, 
E.C.2. There, customers will find the technical skills 
and resources to meet their individual requirements. 
Specialist advice and assistance is available on capital 
issues, short-term advances and deposits, investment 
management and overseas operations. The size of. Hill, 
Samuel's business means that no problem is too big to 
handle. The character of the bank is such that all custo- 
mets, small as well as large, receive individual attention 
and а personal service. 

CAPITAL IS3UES – MERGER NEGOTIATIONS - ACCEPTANCE CREDITS — 
_ ADVANCES – DEPOSITS — INVESTMENT MANAGEMENT — REGISTRATION 


Hill, Samuel & Co. Ltd • 100 Wocd St. • London, E.C.2 • Natlonal 801 
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Look at the performance of the NCR ELLIOTT 4100. Then look 
at its price. Put them together and you will see the true extent of 
Britain's latest low-cost computer breakthrough. 


The NCR Elliott Forty One Hundred. Britain's best computer buy. First multi-purpose machine of 


its price in the world. to achieve such versatility, speed and power. Designed and built in Britain—- 


and the logical outcome of the highly successful nine-year partnership between NCR and Elliott- 
Automation. 


The NCR Elliott 4102 has a larger memory than any other machine in its class. Is faster. Can be · 


matched precisely tc the needs of individual users. Is truly modular . . . truly expandable. With 
standard interface and wide range of peripherals, tne 4100 énables a business to commence with a 
modest installation and expand it efficiently step by step. It is supported by an extensive range of 
software. 

There are computers that can do as much as the 4100 but they cost far more. There are computers 
which.cost no more but they can do considerably less. The NCR Elliott 4100 breaks fresh ground 
all round with its remarkably high performance/cost ratio. 

NCR is working like this right through the computer field. And its range of high-performance 
equipment is backed by unrivalled experience af setting up efficient systems in every branch 
of business. | > 

Talk computers with NCR. It's a profitable business. 
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With this computer, you don't have to toss 
between high performance and low cost... 
You get both! 





Both at home and abroad NCR supplies British-built 
machines that will keep you ahead of your competitors | 
A unique range of business equipment includes 
Adding and Accounting Machines, Cash Registers, 
Input Preparation Equipment, and  British-built 
Electronic Computers (in collaboration with Elliott- 
Automation Ltd). in planning your firm's future growth 
you need .NCR equipment combined with NCR 
‘know-how’. Start that planning now. Talk 
to NCR. 


a ahead with 





THE NATIONAL CASH. REGISTER COMPANY LTD 
208 MARYLEBONE ROAD, LONDON MW TEL: PADDINGTON 7070 


NCAMF 
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WITH A WILL! Estate Duty Problems? | 


There's no need 


When testators ask ycur advice, please remind them 
of the work of the Imperial Cancer Research Fund. 
Founded on the initictive of the Royal Colleges of 
Physicians and Surgecns, the LC.R.F. is fighting all 
forms of cancer, incuding leukaemia, with every 
weapon of modern science in its own up-to-date 
Jaboratories. It has nc official grants and is entirely 
supported by voluntarr contributions. Will you please 
help—now? 

How to word your Will 

Ч hereby bequeath the зит of...... pounds free of duty to the 
Imperial Cancer Researcà Fund, Lincoin’s Inn Fields, W C2 
for the purpose of sclentzfic research, and I direct that the 
receipt of the Honorary Treasurer shall be a good discharge 
aon such legacy.’ 


Write for furthsr information to: 

d i A. DICKSON WRIGHT, ESQ., M.S., F.R.C.S., 
EA IMPERIAL САРСЕК RESEARCH FUND (Dept. 163), 
Patron: LINCOLN'S INN FIELDS, LONDON, WC2 


Н.М. The Queen 


IMPERIAL CANCER RESEARCH FUND 


- for savers with a purpose 





. = : » $ 
system saving gnat? 


TE MFE RANC E 

PERMANEN™ BUILDING SOCIETY 
Member of theSnuilding Воса ве Association 

998-997 REGENT BT-LONDON-WI-REGent 7889 . 








їо lose control 
of your business 


Ask for EDITH's booklet 
‘Providing for Estate Duty’, 
which will explain how we 
can help without taking more 
than a mznority holding in 
your equity 


Estate Duties 
Investment 
Trust Limited 


Piercy House, 7 Copthall 
Avenue, London EC2 
National 0581 


and all branches throughout 

the country of the Secretaries 
and Managers | 
Industrial & Commercial 
Finance Corporation Limited ' 


Ж 


{ 





| 
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CITY NOTES 


Se in sterling has persuaded the зіос=- 

market that security values should follow t-e 
foreign exchange trend. The gilt-edged markez, 
helped by the Treasury’s £600 million 6 per cect 
Funding Loan operation, has remained decidedly 
firm, and firmness there, as well as in the f, has 
induced a fair flow of small investment buying -£ 
equities. 

In the still thin market conditions this sm: 
buying has pushed prices ahead, even though tks 
institutions prefer to keep an eye open to the prospect 
of a discouraging run of industrial company news 
over the turn of the year and into 1966. They a= 
apparently still unprepared to chase the market 
upwards and with politics playing а considerab = 

, part in calculations at present, this attitude may Ёз 
r*wise. To the smaller investor nothing is тоге 
calculated to attract investment money than паши 
prices. 

Meanwhile, the institutions are being fed with high 
coupon industrial debentures and, although tke 
going rate on this type of stock has come down жю 
7 per cent, debenture issues continue to be taken up 
readily enough. 

The rise in the fixed interest end of the marke 
it is considered, is more strongly based than the rise 
at the equity end. 


* * * * 


Bank of England is now recognized as being 

in masterly control of the foreign exchange 
-market. This control has prevented any runaway 
rise in sterling against the dollar and the impróvemer« 
to parity has been an orderly and, it is generally 
assumed, profitable operation. The gold and currenc, 


reserve figures for September should show up well 
as a result. If the performance of the past month 
can be maintained, a start to the repayment of sup- 
porting credits and loans for sterling may well be 
made much sooner than seemed likely even a matter 
of a few months ago. 


» * * * 


HE Group of Ten, whose wordy and entirely 

inconclusive report on international liquidity 
problems was recently issued, is to have another go 
with a view to reporting progress by the spring of 
1966. Whether this move is really the urgent affair 
that ‘Spring of 1966’ apparently suggests, or whether 
it will simply mean a further outpouring of words, 
depends on the extent to which there is an inter- 
nationally united will to find a way to international 
monetary reform. If there is a will there will be a 
way; if there is no will there will simply be more 
words. 


* * * * 


hoe German Bayer organization is to enter the 
United Kingdom synthetic fibres market with 


its ‘Dralon’ product. With the biggest acrylic plant 
in Europe, the Bayer company is able to meet 
demand from the Common Market and European 
Free Trade Association countries and has capacity 
to meet anticipated British demand. 

It would not be surprising, however, to find certain 
British companies manufacturing ‘Dralon’ under 
licence agreement with the German company before 
long. Already the German company has a strong 
export market foothold in this country. *Dralon' is 
used in knitwear and household textile production. 


RATES AND PRICES 
Closing prices, Wednesday, September 29th, 1965 
` Тах Reserve Certifica es: interest rate 28.11.64 34% 


Bank Rate . 
Nov. 2, 1961 6% Jan. 3, 1963 4% 
Mar. 8, 1962 53% Feb. 27, 1964 H5 
Mar. 22, 1962 965 Nov. 23, 1964 79a 
April 26, 1962 4% June 3, 1965 67. 
Treasury Bills 
July 23 5 1a$ 6:87d9, <Aug.27 £5 11s 2'164% 
July 30 . £5 128 7'174%  Sept.3 5 тоз 6'46d?. 
Aug. 6 5 12s 5'418% Sept. Іо 5 10s 1'604%, 
‚ Aug. 13 5 102 10:694% бері. 17 £5 9r 10:814% 
p Aug. 20 £5 тог 7'994% Бері 24 £5 gs 1047d7. 
Money Rates 
Day to day 44-589, Bank Bills 
7 days 44-54% 2 months 5]i-67. 
Fine Trade Bills 3 months 513—659. 
3 months 77196 months 51-62. 
4 months 7-719, months 534-69. 
6 months 748% 


Foreign Exchanges 
New York 2:80 Frankfurt ir2ad 
Montreal 3'01 Milan 1749 k 
Amsterdam 10°07 Oslo 20'00+ 
Brussels 139'05% Paris 1372 
Со 19-31 ürich 12-08 

Gilt-edged 

Consols d 65i Funding 3% 59-69 89} 
Consols 24% Savings 3% 60-70 85% 
Conversion 6% 1972 984 Savings 3% 65-75 75 
Conversion 54% 1974 93% Savings 24% 64-67 — 93 
Conversion 5% 1971 93%  ‘Treas’ry 54% 2008-12 88 
Conversion ү 1969 90% Treasury 5% 
Conversion 34% 55 Treasury 34% 77-80 76% 
Funding 54% 82-84 92 Treasury 34% 79-81 7317 
Funding 4% 60-90 = gt 4xd Treasury 2195 39% 
Funding 33% 99-04 61$ Victory 4% 96% 
Funding 3% 66-68 908 War Loan 34% 56{ 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES.. 
| SPECIAL MEETING OF MEMBERS 


A special meeting of The Institute of Chartered 
Accountants in England and Wales was held on 
Thursday of last week, September 23rd, at Church 
House, Westminster. Mr Robert McNeil, r.c.4., the 
President, was in the chair. 

'The meeting was convened in order to consider and, 
if thought fit, pass twelve resolutions to amend the 
Supplemental Royal Charter of 1948. and the by- 
laws of the Institute, mainly for the purpose of: 


(a) i арена! the annual subscriptions and the admission 
fee (Resolutions Nos 1 and 3: 

- (b) implementing the Council's proposals relating to a 
change in the designation of incorporated accountant 
members (Resolution No. 4); 

(c) introducing the penalty of suspension of registration 
of articles in the case of an articled clerk where it is 
desired to impose а penalty more severe than repri- 
mand but less severe than a declaration of unfitness 
to become a member, and in a number of other 
respects to revise the provisions relating to the 
карие of members апа articled clerks (Resolution 

о. 5); 

> (d) introducing the new office of Deputy-President of the 
Institute (Resolution No. 6); 

(6) increasing the size of the Council to sixty elected 
members and, in-addition, to make provision for not 
more than six co-opted members to serve on the 
Council (Resolution No. 7); and 

(f) providing for a greater latitude in the granting of a 
reduction in the period of service under articles 
(Resolution No. 8). 

Opening the meeting, the President said: *No doubt 
you will wish as usual, to take as read the notice 
convening the meeting. (Agreed.) Before I proceed 
I will introduce those whom I have with me on the 
“platform - Mr Winter, Mr Barrows, Sir William 
Lawson, the Vice-President, Mr Evan-Jones (the 


Secretary of the Institute), Sir Thomas Robson, Mr . 


Pears and Mr Densem. 


As you know, this special meeting is for the purpose _ 


of considering and, if thought fit, passing Resolutions 


Nos 1 to 12 which are set out in the notice together. . 


with appropriate explanatóry and marginal notes. 

Аз you will have read, all the resolutions involve 
alterations to the Supplemental Royal Charter of 
1948 and/or to the bye-laws. In accordance therefore 
with clauses 25 and 30 of the Supplemental Royal 
Charter and paragraphs (а) and (c) of by-law roo, 
each of the resolutions will require to be passed by a 
majority of not less than two-thirds of the members 
present and voting (in person or by proxy) on a poll. 

May I remind you that in accordance with sub- 
paragraph (5) of by-law 100, no amendment to any 
of the resolutions can be considered by this meeting 
unless an amendment proposed is of form only and 
not of substance. 

.Before I formally propose Resolution No. 1, 1 
would like to give you, for purposes of comparison, 
the figures for 1964, in the same form as those given in 
the explanatory note to Résolution No. 1. І have 
ignored for this purpose the sum of £40,019 which 


was shown in the 1964 accounts because it is a non- 
recurring item relating to the costs.of removal to and 
fitting out of our temporary offices in Goswell Road. 

If you have your papers before you, the comparative 


figures for 1964 are: 





у 


£ 
Technical activities etc. : 49,964 
Public relations, home and overseas 34,697 
District societies, library, etc. ins 83,785 
Certificite in Management Information, 

Joint Diploma in Management Services, 

‘Student and Examination Account 7,770 
Financial administration ak 39,125 
General administration 126,336 

£341,677 / 


The point has been made in letters from some 
members that the forecast of expenditure for 1965 
represents an increase of £75,000 ovér the actual 
figure for 1964. However, the 1965 forecast includes a 
figure of £10,000 for contingencies, whereas the figures 
for 1964 are actual. The increase in actual estimates 
amounts, therefore, to £65,000, and this is mainly 
accounted for as follows: К 


Technical activities, including the Members’ : 
Handbook 31,000 ' 

Certificate in Management Information and 
Joint Diplome, Student and Examination К 
Account vs Ed is 27,000 

General administration. T . " 5,000 

This gives a total of £63,000 éompared with the ~ 
figure of £65,000 to which I have just referred. 

When these forecasts were made, I could not 
anticipate the outstanding -success of our two tax 
booklets and there will be а considerable credit from 
this source in the current 1965 figures. As far as I can 
see at the moment, ignoring overheads, the credit may 
be in the region of £40,000. The effect of this would be 
to eliminate the estimated deficit for 1965 and, as I 
indicated. in my covering letter to you, I hope that in 
due time the Council will decide that any such surplus 
should be applied towards reducing the interest to be 
capitalized in relation to the Moorgate Place re- 
development. 

I hope from what I have said, members will appreci- 
ate the financial implications of the Institute's position 
and I do not propose to deal with other points that 
have been raised in letters received by me in relation 
to Resolution No. 1. 

I now formally propose, and I ask the Vice-President 
to second, Resolution No. 1. 

Vice-President: I second the Resolution. = » 

The President: Resolution No. 1 is now open for 
discussion. МЕ 

Mr J. У. Burnell, F.C.A. (London): It seems to 
me the problem is 1966 and 1967. The figures we are 
given are for 1965 and 1968, and we are asked to 
increase subscriptions from 1966 onwards ,to meet 
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expenditure estimated for 1968. It seems to me that 
we will have a very large surplus in 1966 and 1957, 

ite apart from providing some £40,000 or £50,co0 
or contingencies, and I would have thought the 
proposed increases could well have been postpored 
for at least a year. 


Mr E. F. Castle, B. Com., F.C.A. (Romford): 
Nobody, of course, likes these increases and no ао bt 
the Council went into the figures very thoroughly, Fut 
I wonder if I could make two observations. 

. Firstly, is it really necessary to spend so much рп 

publicity? I believe it is to be increased to approxi- 
mately £50,000 —it is a substantial increase and I 
should have thought as far as articled clerks are ccn- 
cerned that headmasters, careers masters and otker 
employment people were adequately directing young 
people into the profession. Next, there is the expendi- 
ture on the Certificate in Management Informaticn. 
I notice that it is declining, but is it not the intention 
that this particular expenditure will eventually be self- 
supporting from entrance. and examination fees? 
Finally, although it may not be entirely relevant, 
would it be possible for the Council to consider 
including a publication in the subscriptions. Obviously 
Accountancy immediately comes to mind, and I think 
that.a move of this kind might help members to accept 


that they were getting something extra for the adci- 


tional subscriptions they. were being asked to pay. 


The President: I will be happy to deal with the 
points raised. The first one was on the question of the 
financial position in the intermediate years. I could, if 
you wished let you have all the figures, but a mass of 
figures is indigestible when one is sitting down without 
the means to write themi down or the. time to study 
them. Perbaps it is sufficient if I say that we ace 
anticipating surpluses in 1966 of £46,500, in 1967 >f 
£41,100 and in 1968 of £17,900. Now, these асе 
. substantial amounts, but it must be borne in mird 
that they are arrived at after taking into account the 
capitalization of interest in relation to our Moorgaze 
Place redevelopment. 

I am in a position to say that the office development 
periit was received on Wednesday, September 22nd, 
and although there are some further steps to be taken 
І hope that we will be able to commence our re- 
development in 1966. It is on this basis that the fore- 
casts and budgets have been prepared. 

As I have said in my letter, we intend to capitalize 
the: interest, but obviously if there are surpluses 
available I would hope that the burden of financing 
the capital sum which that interest would represert 
in the future would’ be reduced to applying such 
surpluses in order to reduce the interest which would 
otherwise form part of the cost of redevelopment; 
however, the surpluses I have indicated to you are, 
if you would refer to your papers, less than the 
amounts which we intend to capitalize. 

The second point was on publicity. The image cf 
our Institute is at times very good and at times not s5 


=> 2008. In many schools we are regarded as ап ʻO’ level 


profession, and we have neither the attraction of entr 
into a university, nor of entry into some other pro- 
fessions. In the main this is our own fault. There ar» 
a great many inducements offered these days and Гат 
sure you have seen from the Press advertisements 
placed by the.banks, by. industrial concerns, -and bz 
the armed services. "This is undoubtedly having am 
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effect on our recruitment. We intend, if you approve 
Resolutions 1 and 2, to spenc over £30,000 per annum 
on national Press advertising. The aim will be to 
improve and expand the entry into our profession 
and also to inform the gene-al public of the services 
which are provided by chartered accountants in 
industry and in practice. 

The next point related to the Certificate in Manage- 
ment Information. In 1964 the expenditure in respect 
of the Certificate and the Jo-nt Diploma was £3,073. 
It is estimated that this will rise to £12,900 in the year 
1965, which is quite exceptional and is due to the 
assistance we are providing to get these schemes 
into operation as quickly as possible. In 1966, our 
estimate drops to £8,800, and to £2,600 in 1967 and 
in 1968. 

The last question was whether our journal should 

be issued free to members. It is true that some bodies 
provide a journal which is miven to their members. 
In my opinion Accountancy is second to none, and 
I would do anything to preserve its standard and to 
allow it to continue its development as a commercially 
viable undertaking of this Institute: If this journal of 
ours were issued free the zdditional revenue from 
advertising would not be commensurate with the 
increased cost of distributicn and as a result the 
standard might decline. I think, therefore, that 
Accountancy із worth preserving in its present form. 
(Hear, hear.) 
. Mr D. R. Myddelton, A.C.A. (London): We all 
know: why the subscriptione have to go up; it is 
because the value of money zoes down and down. I 
am worried because the basic assumption seems to be 
that the value of money is stable, and it seems to me 
that once we recognize this is not so we then come to 
the conclusion that most of the accounts we now 
certify as being ‘true and fair’ are in fact misleading. 
This is the third increase in subscriptions in eight years. 
A member will be paying two end a half times as much, 
in money terms, іп 1966 as in 1958. This is why I am 
going to vote against this Resclution. 

The President: Thank you very much. I think this 
is a technical matter which we could debate for a very 
long time. Your point was mede forceably recently at 
Cambridge, and it is one, of course, which is always 


„before the Council. The time may well come when we 


can no longer i ignore some of the discrepancies which 
occur, particularly in relation to the desirability of 
replacement costs, but I think today is not the right 
time to enter into a discussion on this point. The 
Resolution has been proposec and seconded; I now 
put it to the vote. 

(Voting cards were then collected.) ` 

1 now move to Resolution Шо. 2. You will observe 
that it represents an increase i admission fees of five 
guineas per member, On the basis of the admissions in 
1964, the increase in revenue would be £9,410. In 
1880 the admission fee was zen guineas, and a fee 
eighty-five years later of twice that amount does not 
seem, on the face of it, to be unreasonable. ‘This 
increase, for reasons stated i in the notes, does not apply 
to former members of The Society of Incorporated 
Accountants. I therefore now propose, and I ask the 
Vice-President to second, Resolution No. 2. 


Vice-President: I second the Resolution. 


The President: Resolution No. 2 is now оре for 
discussion. 
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Mr С. В. James, A.C.A. (London): I would like 
to make a comment about administration expenses. 
One or two of us have the impression that the Institute 
employs rather too many people. I wonder if you could 
possibly give us information on the staff and the 
numbers employed? 


The President: Perhaps it would satisfy you, if I 
gave you first the figures for 1957 which was immedi- 
ately before integration. At that time the total number 
of staff of the Institute was fifty; I am not certain of 
the total number of staff of the Society which was, of 
course, integrated, but I have reascn to believe it was 
at least forty, In 1965 — that is at the present moment — 
the tota! number of staff is 147. I have not available 
with me here the actual figures of the membership in 
1957, and in 1958 after integration, but I seem to recall 
that the membership of the Institute in 1957 was 
approximately nineteen thousand, the Society with 
which it integrated was about eleven thousand, and, 
of course, we are now 40,000. 


Mr James: Sir, I have only visited the library but 
it seemed to me to be grossly overstaffed in relation 
to the use being made of it. 


The President: This is a matter of opinion, and 
you are entitled to your own. I personally find the 
library staff prepared to go out of their way to obtain 
information for me. You may say “That is because 
you are the President and the staff is prepared to do 
these things for yow? — I do not think this is a fair 
comment. І think this helpful attitude is extended to 
anyone who tries to avail themselves of it. The attend- 
ances at the library are at the moment below normal. 
This may be due to some confusion as to whether the 
library is still at Moorgate Place or whether it has been 
moved to the Institute’s temporary accommodation 
now that the premises at Moorgate Place are, apart 
from the library, under care and maintenance. It 
must be remembered when considering the library 
staff, that they deal not only with the callers at the 
library, but also with postal requests for the loan of 
books and this service is used extensively by members 
in the provinces. As far as I am concerned, therefore, 
I think the library is well staffed; I would not think 
myself that it is overstaffed. 


Mx R. E. Warlow, T.D., F.C.A. (London): I had 
no intention of speaking, but I must take issue with 
the last speaker. First of all, in my opinion, the staff 
of the Ínstitute do a wonderful jab, of work. I do not 
think half the members know what goes on at our 
headquarters because they do not take the trouble to 
find out. If you ring up, there is always somebody who 
is willing to help and I would say that the Institute is, 
if anything, understaffed. The individua! time 
devoted to our interests by the staff of the Institute — 
from the Secretary downwards – in their spare time 
for which they are not paid is something which has to 
be seen to be believed. I think iz is most unfair that 
any of us should come here and have the impertinence — 
and I use that word advisedly, sir — to criticize the staff 
of the Institute who have done and are doing зэ much 
for us. 

Mr J. N. Fraser, F. C.A. (Harrogate): I also had 
no intention of speaking, but the last speaker bas 
prompted me to do во by his remarks. I rather gathered 
that the previous Speaker (who is quite unknown to me) 
was raising the point, arising from your figures, that 
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the staff has ircreased by бо per cent. I think he was 
making the general point that we as accountants, who 
are trying to keep other people's houses in order, 
should at least be looking at our own, as І hope and 
have no doubt we аге. А point I would, however, like 
to make is that the amount we are to obtain by this 
increase in entrance fees is nominal, but the fee 
at a time in life when the young man has little or no 
money, I would therefore suggest that this matter 
be reconsidered. 


The President: Well, gentlemen, we onm the 
Council, have a lot of sympathy with the young man. 
We know the problems that he has to face. Neverthe- 
less, in view of the background I have given you, in 
view of the amount of money this will provide and the 
requirements of the Institute, and in view of the fact 
that we cannot accept an amendment, I think the last 
remarks must be regarded as merely speaking against 
the resolution. Now, if there is nothing more that 
needs to be said, the Resolution has been proposed 
and seconded and I will now put it to the vote. 

(Voting cards were then collected.) 

Madam and gentlemen — I have now received the 
Scrutineers’ Certificate of the result of the poll on 
Resolution No. 1 and declare that Resolution has been 
carried by a vote of 7,011 in favour; and 2,647 against. 
- The votes in favour of the Resolution represent 
72:6 per cent of the votes cast. 

'The figures for votes cast in person at this meeting 
were 99 in favour, and 16 against. 

In accordance with what I said earlier, I am now 
moving on to Resolution No. 3. This resolution is 
intended to remove a difficulty inherent in the present 
by-law which provides that members in practice 
could have their subscription reduced to one-half only 
on the grounds of financial hardship. This has resulted 
in difficulties in application and inequities and, in 
particular, compliance with the terms of the by-law 
called for some form of a means test. The by-law 
now proposed enables the Council to take a more 
sympathetic view and it will, in fact, have regard only 
to the earnings of members. : 

I now propose, and I ask the Vice-President to 
second, Resolution No. 3. 


Vice-President: I second the resolution. 


The President: Resolution No. 3 is open for 
discussion. 


Mr F. Winfleld, M.B.E., F.C.A. (Cambridge): As 
one of the members of the Institute who is rapidly 
approaching the time when he might make an applica- 
tion under this particular by-law, I wonder whether 
the words ‘at its discretion’ are really satisfactory, or 
whether something more positive would more fre- 
quently meet the case? I appreciate that the resolution 
has been submitted, and I therefore ask, sir, whether, 
in practice, on an application being received and it 
being clearly indicated that a member has retired from 
business activities in compliance with the first part of 
the by-law, it is customary for the Council to grant 
the reduction or whether in fact some discretion is 
allowed or some other kind of test applied? 


The President: May I deal with your second point 
first? If it is a clear case of a retired member who is 
over 6o years of age, who has been a member for 
thirty years апа who has no residual activities, other 
than quite minor ones, there is no difficulty whatsoever 
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— his subscription will be reduced to one guinea and 
no test will be applied. 

Difficulty might arise if the first two conditions are 
not complied with — that is age бо and thirty years of 
membership. I have served on the committee which 
deals with thesé applications. I can assure you that in 


all cases where illness or other reasonable cause has 


meant an early retirement, no difficulty arises what- 
soever, but of course we must have some evidence that 
the member is ill or is in some way incapacitated so 
that the requirements for age and length of member- 
ship need not apply. Our difficulties really arise on 
residual activities and it is fortunate, I think, that in 
our profession we are able to retain executorships, 
trusteeships, and matters of this kind, after we have 
ordinarily retired from the heat and burden of the day. 
As regards fees, if they are in respect of truly residual 
activities, then again no difficulty arises on ascertain- 
ment of the facts. We have a ‘yardstick’ which we apply 
ourselves, and this is where discretion enters into this 
matter. We usea yardstick beyond which remuneration 
is not allowed to go in order to get a reduction to one 
guinea. It is a reasonably high sum, but I know you 
would not wish me to disclose it. This figure will, I am 
sure, over the years, vary with inflation. We have yet 
a further figure, which is above that datum line, and 
if the earnings. exceed that but are lower than a second 
datum line, then we are prepared to make the reduction 
to one-half of the present subscription. 

Under the present by-law we have had difficulties 
in interpreting the financial hardship clause in respect 


. of the practising member without taking into account 


investment income which, in relation to a practising 
member is often equivalent to the pension of an in- 
dustrial member. In future we intend to treat all cases 
as liberally as we can. 

Well, gentlemen, if there is nothing else, the 
Resolution has been proposed and seconded, and I 
now put it to the vote. 

(Voting cards were then collected.) 

І have now received the Scrutineers’ Cestificate of 
the result of the poll on Resolution No. 2 and declare 
that Resolution has been carried’ by a vote of 7,829 in 
favour; and 1,847 against. The votes in favour of the 
Resolution represent 80'9 per cent of the votes cast. 

The figures for votes cast in person at this meeting 
were тот in favour, and тб against. 

T now move to Resolution No. 4. You will no doubt 
recollect the report of the annual mieeting in 1964 when 
the position of our incorporated accountant members 
was discussed. The Resolution now to be proposed 
implements the Council’s statement in the annual 
report for 1964. I will say no more other than to add 
that it gives me great pleasure to propose this Resolu- 
tion and to ask the Vice-President to second it. 

. Vice-President: I second the Resolution. 


The President: Resolution No. 4 is now open for 
discussion. 


Mr B. V. Piggott, F.S.A.A. (Ipswich): Mr Presi- 
dent, I would just like to speak for a moment on behalf 
of incorporated accountant members. We discussed 
the proposals affecting them in detail at the annual 
meeting in May this year, when I welcomed the 
initiative taken by the Council. This is a substantial 
step forward which is bound to increase the prestige 
of our Institute; it solves for nearly all incorporated 
accountant members a problem to. which I have been 
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drawing attention for the past eight years. Аз you are 
aware, Mr President, the proposals which the members 
have before them today mean that certain members 
are still designated incorporated accountant members, 
and this inevitably means borderline cases. I hope that 
the Council will deal as sympathetically as they can 
with such cases. In conclusion, I feel confident that 
incorporated accountant members would like me to 
take this opportunity of saying thank you to the 
Council, and I ask all those members present to endorse 
this by voting in favour of Resolution No. 4, which is 
before the meeting. 

Mr W. E. Bason, F.C.A. (Hitchin): Mr President, 
ав one who supported the integration scheme right 
from the beginning — I was a member of both bodies — 
there was at integration, of course, regret that hardship 
would apply to quite a substantial number of in- 
corporated accountants, and throughout I have fought 
at annual meetings to get this matter dealt with; it did 
look at one point as if the Council were adopting an 
attitude of natural wastage, which was very sad to me. 
'Then at the last annual meeting a gleam of hope, or 
rather the sun shone forth and brought from the 
Council a changed view while preserving to themselves 
and the Institute certain restrictions which we have 
fully appreciated. All I would now say is thank you 
very much to you sir, and to the Council, for the'way 
in which this thorny question has been solved. I hope 
all here will unanimously vote in support of the 
resolution before us. 

А Member: Could I ask a question, out of аре 
Could: you please elucidate the position of those 
incorporated accountant members who are either 
borough treasurers or county treasurers? I am awfully 
sorry it may all be in the document but I have not 
seen it. 2 

The President: The position is that those gentlemen 
holding the appointments you mentioned are now 
entitled to call themselves chartered accountants; it is 
really just as simple as that, and we need take the 
matter no further unless such members on retirement 
wish to practise then certain restrictions apply. I would 
like to express my own thanks to Mr Piggott, and those 
who supported him, for the very moderate way in 
which he addressed the meeting in 1964 and which I 
have no hesitation in saying had much to do with the 
change of view which we on the Council were able to 
adopt and put before you today. All those incorpora- 
ted accountant members who are now to become 
chartered accountants have a great deal for which to 
thank Mr Piggott. 

Mr C. A. Ellis, F.S.A.A. (Montreal, Canada): 
I could not become a chartered accountant by reason 
of the fact that I gained a lot of my experience abroad. 
1 have served the requisite number of years in England 
and will now qualify as a chartered accountant if this 
Resolution is passed, I also should like to thank Mr 
Piggott for his helpful and successful efforts on our 
behalf and I hope that the members here will give us a 
chance to become worthy members of the Institute. 


Mr Н. K. Greaves, F.S.A.A. (Manchester): As 
an incorporated accountant member I should like to 
take this opportunity of thanking Mr Piggott for the 
way he has represented our interests. As an ex-district 
society president of the former society, I took a great 
deal of interest in affairs at-the time of integration and 
I hoped this Resolution would one day come before 
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the members when I expressed the view that it would 
receive the support which I trust it is going to receive 
this morning. 
. Mr W. J. Nicholls, F.S.A.A. (West Wickham): 
May I add my thanks to Mr Piggott and the Council. 
"There are just two points I would like to make which 
I hope you will not think too trivial. In clause 129 (d) 
at the bottom of page 6 of the notice 'an incorporated 
accountant who has become a fellow or associate under 
this by-law and is in employment must not sign an 
audit report or an audit certificate as a chartered 
accountant’. I assume there would be no objection 
to such a member signing the balance sheet as chief 
&ccountant? B ` 
.'T'he second point I have concerns the position of 
such а member in relation to honorary audits, for 
example, cricket clubs, dramatic societies and so forth. 
Clearly he would like to describe himself as something, 
: if only to convince the members of the club that the 
accounts have been properly audited. Is he entitled to 
sign himself as F.C.A.? He cannot sign himself as 
incorporated accountant in the future because he is not 
in practice. I assume there is no objection to an 
honorary auditor signing as F.C.A.? 


The President: In reply to those points, on the 
first one I assume this is in the performance of his 
normal duties for his local authority, in which event 
he would be pérfectly in order in signing a document 
ав the internal auditor or whatever his title may be. 

With regard to the second point, we are seeking legal 
clarificatiorron the question of honorary audits. We will 
let you know the answer in due course, either through 
the accountancy Press or directly, but we would not 
like at this stage to make a definite statement.  . 

Now perhaps we may proceed with the voting on 
Resolution No. 4. Тће Resolution has been proposed 
and seconded and I now put it to the vote. AN 

(Voting cards were then collected.) : 

Madam and. gentlemen — I have now received the 
Scrutineers’ Certificate of the result of the poll on 


Resolution No. 3 and declare that Resolution has been , 


carried by a vote of 9,480 in favour, and 215 against. 
'The votes in favour of the Resolution represent 98 per 
cent of the votes cast. — — 

'The figures for votes cast in person at this meeting 
were: 119 in favour, and 1 against. 

. I now move to Resolution No. 5. А point has been 
brought to our attention in respect of sub-clause 5 of 
proposed new clause 21. You will see that this 18 an 
amplification of the existing sub-clause 5 of clause 21. 
It is freely admitted that when this new clause was 
inserted, all the Council intended to do was to bring 
that part of the old by-law into modern form. It has, 
howevér, been pointed out that it is basically wrong 
for a person who is mentally disordered, and therefore 
ill, to be reprimanded or admonished in respect of such 
illness. It is true that, while mentally ill, a member 
may be guilty of acts which leave the Council no option 
but to exclude him from membership or suspend him 
and representations which have been received recognize 
that this may be necessary. : 

As I have said; 1 have no power to propose or 
to accept an amendment which in any way alters 
the substance of the Resolution now proposed, but the 
Council would be willing to report the point to the 
Privy Council so that they, under the provisions of 
Resolution No: 12 may, if their-lordships think fit, 
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make an appropriate alteration. It is proposed to 
suggest to the Privy Council that the following proviso 
might be added at the end of the proposed new clause 
21: 

"Provided that a member shall not, be liable to be 
reprimanded or admonished by reason only of his bei 
such a mentally disordered person as is above mentioned. 

If for any reason no amendment is made, further 
consideration will be given by the Council with 
the intention of introducing a further revision of 
the Charter at a convenient future date. 

In the meanwhile members can rest assured that the 
Council will not interpret its powers to the detriment 
of any mentally disordered person and, in fact, will 
continue the present policy which has always guided 
it, namely, that the interests of the patient are para- 
mount unless circumstances exist which leave the 
Council no optior but to exclude а member. 

l now propose, and I ask the Vice-President to 
second, Resolution No. 5. | 


Vice-President: I second the Reaolution. 


The President: 
discussion. : . , 

Mr P. Johnson, F.C.A. (London): I am very glad 
the Council has made a promise not to act to the 
detriment of mentally ill people. When you are re- 
considering this matter could you also give thought to 
whether people in this category might be able to pay 
reduced subscriptions. We go to considerable trouble 
in Resolution No. 5, and correctly so, to care for the 
aged, but there may be cases which call for additional 
consideration apart from exclusion or reprimand. 


The President: Thank you for those remarks. It 
may be helpful to you to know that in cases where, in 
the opinion of the authorities, the membership of a 
mentally disordered person. should be- maintained, 
then we will if necessary make the payment through 
our benevolent association. We have done this on 
number of occasions. E 


: Mr Н. Hudson, Е.С.А. (London): I would just 


Resolution No. 5 is.now open for 


like to speak on page то — sub-clause, new paragraph 


(f). The side note says that à proposed new paragraph 
(f) has been drafted to make clear the amount of the 


. Subscription payable by a member following a period 


of suspension — I am gure it does that, but it does it in 
a way which I do not think is entirely satisfactory. If a 
member is suspended, I personally would have no 
objection to fining him as well. Alternatively, if a 
member is suspended I would have no objection to him 
having to pay а re-admission fee. What this paragraph 
does say is that he shall forthwith pay by way of subscrip- 
tion for the year in which he resumes membership such 
a sum as is equal to the amount he would have paid had 
he remained a member. I believe it is a point of prin- 
ciple that he should not have to pay for a period while 
he із suspended since this is the antithesis of sus- 
pension. I am wondering whether, although we cannot 
have amendments, it would be a simple matter to say 
‘pay by way of re-admission fee at the time he resumes 
membership’. I think perhaps that would be a fairer 
situation. | 

The: President: Thank you, Mr Hudson. Our 
difficulty is that we have no power at all to fine a 
member. We are not proposing in these resolutions to 
take any such power. We have power to charge a fee on 
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re-admission, but if a member is suspended, he is not 
're-admitted'. He ends a period of suspension and 
returns to the fold. In these circumstances we have felt 
that we had no power at all to do either of those two 
things which you suggested. However, expenses are 
incurred by thé Institute in a member's suspension. 
Moreover on resumption of his membership he 
receives certain documents issued during the period of 
his suspension. It is not therefore unreasonable to take 
this power to make a charge. I would prefer it to be 
regarded as a charge rather than a subscription. 

Madam and gentlemen – I have now received the 
Scrutineers’ Certificate of the result of the poll on 
Resolution No. 4, and declare that Resolution has been 
carried by a voté of 9,222 in favour, and 515 against. 
The votes in favour of the Resolution represent 95 per 
cent of the votes cast. 

'The figures for votes cast in person at this meeting 
were: 116 in favour, and 2 against. 

Mr Bason: May I speak again on this resolution, 
Mr President? I can remember meetings when there 
was terrific hostility against this type of resolution, and 


A the result you have announced just goes to show the 


great persuasive power of Mr Piggott over these eight 
years. 

Mr Piggott: Mr President, if I may take up the 
meeting’s time just for a moment, This can happen 
only once in a lifetime and it is vouchsafed to very few 
of us to see the success of a principle sought for so long, 
particularly in an august body such as ours. I would 
again like to give my sincere thanks to the Council and 
to those members who voted in favour of this Resolu- 
tion. In particular, I thank you, sir, and those who 
spoke this morning and expressed their thanks to me. 
Thank you very much. (Acciamation.) 

The President: Now, madam and gentlemen, 
Resolution No. 5 has been proposed and seconded and 
I now formally put it to the vote. 

(Voting cards were then collected.) 

І now move to Resolution No. 6, which deals with 
the creation of the new office of Deputy-President 80 
that in future there would be a President, Deputy- 
President and Vice-President. The sole reason for this 
proposal is to reduce the calls upon the time of the 
President and Vice-President and also to enable the 
official representatives of the Council to undertake 
some additional engagements. There are, of course, 
some consequential alterations, but the point at issue is 
simply to spread the work which at present falls upon 
the President and Vice-President. 

I now formally propose, and I ask the Vice-President 
to second, Resolution No. 6. 


Vice-President: I second the Resolution. 


The President: Resolution No. 6 is now open for 
discussion. (4 pause.) Well if there are no questions, 
the Resolution has been proposed and seconded and 
I formally put it to the vote. 

(Voting cards were then collected.) 


+ I now come to Resolution No. 7. I cannot add 


anything to the explanatory note in relation to this 
Resolution, but I would like to make it clear that the 
suggested allocation of the sixty seats is not part of the 
Resolution itself and, with changing circumstances, it 
may be that in future years the allocation may need to 
be reviewed. It will be seen that in the main the altera- 
tion provides for an additional ten seats for members 
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not in practice and also seats for the two new district 
Societies which have been formed. 'The Bristol and 
West of England Society aad the Northern Society 
which extend over a large area and have considerable 
numbers also receive an additional seat each. Тће 
largest increase is for members not in practice and, in 
view of the growing numbecs, it seems right that an 
increase of this size should be accorded to this section 
of our membership. 

I now formally propose, and I will ask the Vice- 
President to second, Resolution No. 7, after which it is 
open for discussion. 


Vice-President: I second the Resolution. 


Mr А. J. Hines, А.С.А. (Sudbury): Close on nine 
thousand members have already made up their minds on 
this Resolution without hear-ng any of the arguments 
here today and some thirty thousand have not even 
bothered to vote. Before we vote I would like to make the 
following comments. Why is it that only 25 per cent 
of the seats on the proposed enlarged Council will be 
available to non-practising members? Secondly, why 
have associates — now 40 per cent of the Institute — no 
representatives on the Council at all? I have prepared 
a schedule of various other interesting statistics that 
shows examples of rule by the minority, but it is these 
two points that I wish the members to consider very 
carefully. Today, with the encrmous demand for young 
accountants, especially in industry, is it right that they 
do not have even one representative on the Council of 
their Institute? The members of this Institute, as in any 
democratic society, are entitled to a proportionate vote 
on the Council and now I would ask the President to 
tell us why they have not. ` 


The President: I am obliged to you, sir.. Let me 
clear one point immediately, and that is that age is no 
bar whatever to membership of our Council, or if 
there is a bar it is that members beyond a certain age 
are not encouraged to join the Council ~ but for youth 
there is certainly no bar. Unfortunately, young ‘men 
like yourself with undoubted ability find it very difficult 
to arrange with their principels, or their employers if 
they are in industry, to have the requisite time made 
available to them for the due performance of the 
services and activities required from a member of this 
Council. 

À member of the Council, if he is to discharge his 
duties properly — and this does not include the amount 
of reading and studying of the papers of the com- 
mittees of which he is a member — has to spend a 
minimum of three working days per month on Council 
and committee business. The demands on a Council 
member's time when he is appointed chairman of a 
committee is substantially greater. We do find it 
difficult to persuade up and coming young men, and 
in fact a number of others, to accept nomination to 
the Council because of the call made on their time.and 
on their employers' time. We have.had, to our regret, 
a number of most excellent members from industry 
and commerce who have had to resign from the 
Council purely on this question of the time which 
they had to devote in normal working hours. There is, 
therefore, no desire on the part of the Council to restrict 
its membership to the grey-beards; and we would 
dearly love to see some of you young men on the 
Council. 


Mr Hines: Thank- you {ог your reply. І am sorry 
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to see that members of the profession can admit in 
open court that they have more time to spare than the 
members in industry. (Lcughter.) 


А Member: I would like.to add one further point 
with regard to representation of members not in 
practice. Having myself czased to practise some twenty- 
eight years ago and having felt very concerned over 
those years about the топ у inadeauate representation 
of those not in practice. and having listened to you 
refer to those engaged i industry and commerce, I 
would point out that quits a number of mernbers of the 
Institute are also engaged in local government. To my 
mind, so far as I can recell, the Institute has never had 
on its Council any such representative until integration 
when we acquired, I believe, one distinguished 
member. I would suggest, Mr President, that when 
considering the filling оё those places with members 
not in practice, regard should be had to the consider- 
able number of members of the Institute who are now 
engaged in local government, 


Тће President: Madam and gentlemen — I .have 
now received the Scrutineers’ Certificate of the result 
of the poll on Resolution No. 5 and declare that 
Resolution has been сетпед by a vote of 9,290 in 
favour, and 366 against. The votes in favour of the 
Resolution represent 96 per cent of the votes cast. 

‘The figures for votes zast in person at this meeting 
were: irs in favour, anc 1 against. 

I have also now received the Scrutineers’ Certificate 


of the result of the poll ол Resolution No. 6 and declare ` 


that Resolution has beem carried by a vote of 9,095 in 
favour, and 573 against. The votes in favour of the 
Resolution represent 94 per cent of the votes cast. 

The figures for votes cast in person at this meeting 
were: ттт in favour, and І against. 

With regard to Resclution No. 7, the Resolution 
has now been proposed and seconded and I formally 
put it to the vote. 

(Voting cards were then collected.) 

I now move to Resolution No. 8. This Resolution is 
a technical one relating to educetional standards. In 
the opinion of those who are qualified to express a 
view, the revisions whith are proposed recognize the 
changing educational pattern of the present day but 
do not reduce either the standards or the length of 
service. I therefore propose, and ask the Vice-President 
to second, Resolution Mo. 8. - : 


Vice-President: I second the Resolution. 


The President: Resolution No. 8 is now open for 
discussion. (A pause.) Ef no one wishes to discuss the 
Resolution; it has ђеел proposed and seconded and 
I now put it to the vote. 

(Voting cards were then collected.) 

Resolution No. 9 is a technicality and does not 
mean any change at all in Institute policy. I therefore 
propose, and ask tke Vice-President to second, 
Resolution No. 9. 


Vice-President: I second the Resolution. 

The President: Resolution No. 9 is now open for 
discussion. 

Mr Hines: I perhars might have said this under the 
previous Resolution. V*e are certain, now that so many 
people go into industry immediately after qualifying, 
that perhaps we ought to do something about it, such 
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as changing the examinations etc. Would it not be 
possible, although this is not exactly pertinent to this 
Resolution, for the articled clerk, immediately after 
the intermediate examination, which is now taken 
some eighteen months after inning the articles, to 
go for a year as an articled clerk to a chartered account- 
ant in industry? Has this been considered, or will it 
be considered, as standard practice now that бо per 
cent of our members go into industry? 


The President: 'Thank you for those observations. 
The whole system of entry and training of articled 
clerks is under review at this time, but I am not at this 
stage in a position to say anything concrete with regard 
t» the proposals which may in due time be brought 
before the Council and the members. I would like you 
to appreciate, however, that we are not unmindful of 
the pattern aad trend of events and we are not satisfied 
with certain aspects of the training of articled clerks. 
All this is part and parcel of the other resolution which 
we passed earlier today in relation to the advertising 
campaign. We want to get a better quality of articled 
clerk, if we can; we want them to be trained better, 
end we do want them to recognize that there is a post- . 
qualification examination, which if they intend entering 
into industry or commerce, it is important that they 
should take. | ` 


. Mr Greaves: To follow that up — I attend a number 
of careers meetings as a local government officer, and 
there I meet the other professions who are similarly 
represented. It seems strange that in the local govern- 
ment authority where I work, the other officers take 
articled pupils, and although I have a large account- 
ancy section, I cannot take them. It seems that we are 
more or less barring the profession from the recruit- 
ment of the young men who are not unmindful of the 
pensions and other returns that are available in local 
government and who would seek articles if they could 
get them. С i 


The President: Thank you, sir, for those remarks. 
We are always interested to study any of these positions 
28 they arise. 

'The Resoiution has now been proposed and seconded 
and I formally put it to the vote. 

(Voting cards were then collected.) 

1 have.no received the Scrutineers’ Certificate of the 
result of the' poll on Resolution Мо. 7 and declare that 
Resolution has been carried by a vote of 9,002 in 
favour, and 658 against. The votes in favour of the 
Resolution represent 93 per cent of the votes cast. 

The figures for votes cast in person at this meeting 
were: 103 in favour, and 3 against. 

Perhaps I may now proceed to Resolution No. xo. 
Às you will know, this is the first meeting at which our 
new proxy voting procedure is being used. It was 
introduced in order to reduce the cost of obtaining 
representative views of our members. For example, 
it is likely that the procedure at today's meeting will 
have saved the cost of a postal ballot which could have 
amounted to as much as £5,000. The Resolution ~¢ 
which is now before you amends the original Resolution  ! 
introducing proxy voting by bringing it in line with 
normal company procedure. The sole purpose of 
Resolution Мо. то is to remove the possibility of 
advantage being taken by a small group to force a 
resolution through a general meeting which might not 
be in the interests of the membership as a whole. 
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"With those few remarks, I now propose, and I ask the 
Vice-President to second, Resolution No. 1o. 


Vice-President: I second the Resolution. 


The President: The Resolution is now open for 
discussion. (А. pause.) The Resolution has been 
proposed and seconded, and as no one appears to wish 
to speak I now put it formally to the vote. 

(Voting cards were then collected.) 

I have now received the Scrutineers’ Certificate of 
the result of the poll on Resolution No. 8 and declare 
that Resolution has been carried by a vote of 8,897 in 
favour, and 755 against. The votes in favour of che 
nn represent 92 per cent of the votes cast. 

The figures for votes cast in person at this meetmg 
were: 100 in favour, and 2 against. 

I now move to Resolution No. 11. This Resolution 
brings by-laws 93, 119 and 120 into line so as to be 
consistent with amendments to other by-laws which 
were approved last year. This does not involve any 
change of policy and I therefore propose, and ask the 
Vice-President to second, Resolution No. 11. 


E. Vice-President: I second the Resolution. 


The President: Resolution No. тї is open for 
discussion. (A pause.) If no one wishes to discuss іс I 
formally put Resolution No. rx to the vote. 

(Voting cards were then collected.) 

Madam and gentlemen, I have already referred to 
Resolution No. r2 when I proposed Resolution No. 5. 
Any alteration or addition which may be required >y 
the Lords of Her Majesty’s Most Honourable Privy 
Council is acceded to by this Resolution. I do not think 
I need say more and I now propose and ask the Vice- 
President to second, Resolution No. 12. 


Vice-President: I second. the Resolution. 


The President: Resolution No. 12 is open Бг 
discussion. (A pause.) Resolution No. 12 has now been 
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proposed and seconded and I formally put it to the 
vote. 

(Voting cards were then collected. ) 

I have now received the Scrutineers’ Certificate of 
the result of the poll on Resolution No. 9 and declare 
that Resolution has been carried by a vote of 9,372 in 
favour, and 273 against. The votes in favour of the 
Resolution represent 97 per cent of the votes cast. 

Тће figures for votes cast in person at this meeting 
were: 103 in favour, and nil against. (Pause.) 

I have also now received the Scrutineers’ Certificates 
of the results of the polls on Resolutions Nos 
IO, rr and 12. I declare that Resolution No. ro has 
been carried by a vote of 9,569 in favour, and 9o 
against. The votes in favour of the Resolution repre- 
sent 99 per cent of the votes cast. К 

'ТҺе figures for votes cast in person at this meeting 
Were: 100 in favour, and nil against. (Pause.) 

I also. declare that Resolution No. 11 has been 
carried by:a vote of 9,573 in favour, and 77 against. 
The votes.in favour of the Resolution represent 99 per 
cent of the votes cast. 

'The figures for votes cast in person at ‘this meeting 
were: 99 in favour, and nil against. 

I further declare that Resolution No. 12 has been 
carried by a vote of 9,545 in favour, and 112 against. 
The votes in favour of the Resolution represent 99 per 
cent of the votes cast. 

'The figures for votes cast in person at this iscing 
were: 100 in favour, and nil against. (Pause.) : 

We can now coriclude the business of this special 
meeting, but before I formally declare the meeting 
closed I would like to thank you most sincerely for 
your attendance here. I would like to thank all those 
who have spoken, whether for or against the resolu- 
tions, because interest in the affairs of our Institute 
should be the concern of every member. I do sincerely 
thank you and now declare the meeting closed. 
(Acclamation.) 





Correspondence 


The Editor does not necessarily agree with, or hold himself 
responsible for, the opinions expressed. 
Assessments Unlimited 
Бтв, - I have read’ with interest Mr R. W. Smith's 
remarks in your issue of September 4th, and am m 
full agreement with his views. I feel that an even 

more important aspect of the issue of early assese- 
ments is that H.M. Inspectors are listing cases fcr 
hearing before the Commissioners that much earlie-. 

My firm has two cases which are listed for October 
7th in which we promised accounts by June 3oth, 


у __1966, as, due to the heavy pressure under whica 


| 


every small practitioner is working today, we have о 
work out a strict schedule for work to be undertaker, 
so that the more important cases may be givea 
priority and the smaller ones deferred until an easing 
of pressure appears. In both these cases there was 
likely to be no tax liability and yet on approaching 


H.M. Inspector, he would not strike the cases from 
the list and we may be faced with having to complete 
these cases within eight weeks to the jeopardy of the 
more important cases in our office, unless we are able 


'to persuade the Commissioners to grant a rather 


unheard of lengthy adjournment, . 

I feel that practitioners should express their views 
forcibly in this matter as otherwise the profession 
will be thrown into chaos. 

Yours faithfully, 
‘A. J. ANDERSON, F.c.a. 


Edgbaston, Birmingham. 


Subsidiaries of Foreign Companies 
Sm, — I suggest that Mr Halmer Hudson, in his most 
interesting article in your issue of September ruth, 
may have over-estimated the likely overall effect of 
the close company legislation on foreign subsidiaries . 
operating in the United Kingdom. 

It may reasonably . be assumed that a substantial 
part of overseas investmerit in the United Kingdom 
will be accounted for by the subsidiaries of giant 
corporations, . such аз Caterpillar Tractor, Ford, 
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LB.M. and General Motors, falling outside the 
ambit of the close company provisions. In. regard 
to the British subsidiaries of smaller overseas com- 
panies, my experience has been that almost invariably 
these subsidiaries are short of working capital or of 
the resources to finance schemes of expansion. Now 
section 77 of the Finance Áct, 1965, provides that in 
determining what distributions need be made by 
close companies ‘regard shall be had not only to the 
current requirements of the company's business but 
also to such other requirements as may be necessary 
or advisable for the maintenance and development 
of that business’. This wording is identical to that 
used in the Income Тах Act, 1952, with respect to 
distributions of surtax companies and it enabled a 
large number of such companies, chronically short 
of resources, to avoid the payment of dividends at 
all. I recall one surtax company, with retained profits 
of £1 million over a ten-year period, paying no 
dividends during that time because of its continuing 
dependence on borrowers’ money. It may be ex- 
pected, then, that the typical close company with 
financing problems, whether British or foreign-owned, 


should be well placed, too, to escape the need to рау | 


dividends. 

. With corporation tax likely to be about r5 per 
cent less than the combined rate of profits tax and 
income tax, most close companies should, in fact, 
pay less tax in future whilst trading, provided that the 
limits or allowable directors’ remuneration do not 
bear too harshly and that the proposed new fiscal 
incentives for. investment give bigger but more 
selective relief — it seems absurd that investment 
allowances should be. available for’ such assets as 
imported fruit machines and television seta on rental. 

Finally may I ask whether we are not in some 
danger of over-stressing the burden of company 
taxation compared with the incidence of personal 
taxation? Table 46 of the Blue Book on National 
Income’ and- Expenditure shows the following 


striking figures: 


* I953 1964 

: Taxes on Income (иле) £m 
Persons .. se 1,0134; 2,709 
Companies Е 878 656 


It із noteworthy that the estimated cost of allow- 
ances on capital expenditure reached a peak figure 
of £1,195 million in 1964, including no less than 
£322 million in respect of investment allowances. 
Remission of tax by way of investment allowances 
or in some similar new form must be a considerable 
attraction to foreign industrialists to operate in this 
се : Yours truly, 

F.C.A. 
‘Cash at Bank’ . 
Sir, – I have read with interest the letter in your 
issue of August 28th, and subsequent correspondence, 
on the subject of ‘cash at bank’. 

I take the view that the bank balance disclosed by a 
concern’s cash-book should normally be the amount 
shown under ‘cash at bank’ on the balance sheet. 
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However, the intent of the officials responsible for 
presenting the accounts should first be determined. 

For instance, a company which adopts a policy of 
paying its creditors outside the normal credit terms 
may at the end of its financial year prepare cheques 
that will noz be dispatched until creditors press for 
payment which may in some instances be several 
"weeks after the balance sbeet date. However, entries 
will be made in the cash-book, and creditors’ accounts 
debited, before the close of the year. 

In these circumstances it will clearly be the purpose 
of the concern to disclose a false picture in its 
accounts and there will not be an intent to pay before 
the close of the year. Such items, if material, should 
be written out of the books and it would be the 
auditor's duty to insist on this, irrespective of the 
date on which the cheques were drawn. 

I cannot, therefore, agree with the point raised by 
Mr Hazlem in the second paragraph of his letter in 
your issue of September rrth, as it was clearly the 
intention of the company not to pay before the close 
of the financial year. Surely it would have been! 
sufficient tc point out the position in a letter to the 
directors? . 

The auditor has а prime duty to verify the assets 
on a concern’s balance sheet. As the audit usually 
takes place several weeks after the end of a financial 
year, he is often in a good position to agree the bank 
reconciliation at the balance sheet date. By reference 
to subsequent bank statements he.wil be able to 
confirm the dates on which outstanding.cheques and 
deposits have been cleared; and if there are no 
obvious material irregulatities the balance under “cash 
at bank’ will ре; їп accordance with the concern’s 
books. 

If, on the айе hand, -material йиш аге y 
disclosed, adjustments may be required before the 
balance to be shown on the balance sheet is deter- 
mined. This may sometimes result in the unadjusted 
balance according to the concern's bankers being 
entered on the balance sheet. — 


тош faithfully, 
Kuala Lumpur. А. К. .JONES, A. A.C;C. A, 
Discourtesy to Applicants 


Sir, — Years ago when I first came to study the 
situations vacant columns it сате as an unpleasant 
shock to find that most of my letters went unanswered. 
Where, however, I was granted and attended ап 
interview there was only one failure to inform me 
of the result during various periods of applying for 
positions during some seventeen years. 
Earlier this year it again became advisable to seek 
= osition and so far six prospective employers 
Шеа to communicate with me after attending... 
an desc : | 
I am curious to know whether my experience has 
been exceptional or whether there has been a change 
in the pene of discourtesy. j 
. Yours faithfully, `` 
PUZZLED APPLICANT. 
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. Business Efficiency Exhibition 


б LE over this year into the National НЕ and, of course, taking up the whole of the Grand Hall, 
this year’s Business Efficiency Exhibition at Olympia, London, opens on Tuesday next until October 13th. 

Some r7o firms will be showing equipment valued + approximately то million, and it is claimed that much of 

the equipment – some two hundred items — is completely new. However, this statement must be treated with 


some reserve because it will be found that while a Iz-ge ова the items will have some additional features 


or incorporate new devices, there is little on displz7 that can 


classed as completely new. 


The accountant visiting the show will naturally b= more interested in the computers, calculators and account- 


ing machines. Nevertheless his attention should a=o 
be drawn to what he may regard as more munda-e 
roducts because there is much of interest that cm 
e used to reduce the cost of doing clerical wak 
and give, incidentally, higher output. 
In conjunction with the exhibition, the organizcs 
are holding ‘Business 65' — a two-day symposium an 
» Tuesday and Wednesday next. The subject on te 
r^ first day will be ‘Automation and the individual’ aad 
on the second, ‘Decentralization and management 
control’, at both of which top speakers will review te 
various aspects involved. Tickets, obtainable from 
the Symposium Organizers, BETA, 64 Cannan 
Street, London EC4, cost £5 5s for a single бту 
(including executive lunch tray) ог £9 gs for the teo 
days. The Business Efficiency Exhibition itself -s 
open from ro a.m. to 6.30 p.m. (4 p.m. on Saturday, 
admission is 3s 6d. EN 
Brief notes on a selection of the exhibits follow 


Calculators and Accounting Machines 
О new machines featuring program contel 
are the Logabax ‘A’ statistical analysis machioe 
and the Siemag Contaquick invoicing and accounting 
machine. All the facilities of the standard Logab«x 
machine, with its 198 separate registers, are availabe 
in the ‘4’ model, with the further advantage that tae 
operator is relieved of the task of selecting register ar 3 
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Logabax ‘A’ Statistical Analysis Machine, 


function keys because they are programmed in advance. 

A wide range of accounting, invoicing, stock control 
and book-keeping operations can be handled swiftly 
and efficiently with the Siemag Contaquick machine; 
this combines the facilities of a high-speed accounting 
machine with those of a standard electric typewriter. 
The operator is able to type in details of orders, 
accounts, suppliers or other information, enter 
amounts and quantities, and make discount, com- 
mission, tax or other calculations in one operation. 
Approximately fifty functions, including multiplica- 
tion, addition, subtraction, totalling, rounding off 
and carriage advance, can be programmed for auto- 
matic operation. » 

Logabax Ltd, 21 Buckingham Palace Road, London 
SW1 (Stand 114). : 


THE first two models.of а new range of noiseless 
automatic electronic calculators by Marchant · аге 
named Cogito 240 and 240SR. The units can handle 


-two twelve-digit numbers, calculating the twenty-four 


most significant digits for the answer. i ' 
Al calculations are done in split seconds and. the 


results are displayed on an illuminated screen. 'l'hree 


visible working registers enable the operator to obtain 
simultaneous proof of all entries and answers. The 


Cogito electronic calculators . have three memory 


registers; three separate entries can be stored and any 
one recalled for use in a computation and factors and 
answers can be transferred between all memories and 


registers. 
Block & Anderson Ltd, Cambridge Grove, London 
W6 (Stand 24/34). ] . 


A COMPLETE machine-accounting installation for 
as little as 65s a week is a feature of the Ruf stand. 
An Adjutant, Intracont, or Intropost accounting 
machine, together with machine table, chair, all filing 
equipment, stationery and ancillary equipment, can 
be obtained as a complete installation tailored ‘to 
individual needs. Visitors can see an example of the 
type of installation ideally suited to meet the needs of 
a small but busy accounts department. 

Another highlight of the stand is the Praetor 
multi-purpose accounting machine; this not only adds, 
subtracts, balances, groups and stores, it also divides 
and multiplies in sterling or decimal figures. Simply 
type the prime figures and the IBM 72 ball-head 
typewriter prints out (at 15:5 characters per second) 
text, results, balances or whatever commanded by the 
selected program. 

The Ruf Organization Ltd, Imperial Buildings, 
Horley, Surrey (Stand 42). ‚ E 
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THE Logos 27-I printing calculator has an entry capacity 
of fifteen digits; each cf the three memories also has a 
capacity of fifteen digits, while the calculating register 
has a twenty-digit capzcity. This means that the Logos 
can produce totals of up to thirty digits. Because 
printing capacity is fifteen digits, the machine provides 
automatically for the -ounding off of any total over 
fifteen digits at the fifeenth. The entry speed is 750 
cycles a minute, but £ second entry can be accepted 
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Olivetti Logos 27-1 printing calculator. 
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and stored at about ore thousand four hundred cycles 
a minute. The Logos can multiply at 600 cycles a 
minute, while its short-cut multiplication feature gives 
an effective calculating; speed in excess of one thousand 
cycles a minute. 

British Olivetti Ltc, зо Berkeley Square, London 
Wh (Stand ход). 


THE 5015 Computyper is the tape-output counterpart 
of the 50r0 Computype — an electronic sterling invoic- 
ing machine introduced in October 1964. А desk-sized 
"unit, the 50r5 is desigred to type and calculate sterling 
invoices automatically. When linked with the 2115 
tape punch, it also punches selected information into 

paper tape. 

By-product tapes p-oduced in this way provide an 
economic means of capturing data for subsequent 
ledger posting, sales malysis and stock-control opera- 
tions. By sending theze tapes to а computer bureau, 
even small companies can get the benefits of com- 
puterization with a relatively small capital investment. 

The makers have taken special care to ensure the 
accuracy of tapes procuced on the 5015/2115 unit. A 
safety system detects 5perator errors. When these do 
occur a red error indication light is switched on and 
the numeric keys, the space bar and the tape аге 
-automatically locked. 

Friden Ltd, ror Elackfriars Road, London SE: 
(Stand 221/233). | 


TO the range of Moncoe-Sweda sales and receipting 
registers has now beer added a receipting machine of 
"unusual security performance. 

'The machine is equipped with an. automatic guil- 
lotine which cuts off and propels the master copy of a 
receipted document, -nto a locked and, if desired, 
sealed box. у 

On the setting of a3 account form in the register, 
the amount to be recerved and other relevant informa- 
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tion — cashier initial, department or account analysis 
reference — are recorded. Up to three copies of the 
form are overprinted with these details, plus the date, 
consecutive tracer number and even (if required) the 
time. Rate demands, local authority, gas, electricity 
and water board accounts, hire-putchase and rental 
instalments — all of which require secure and accurate 
receipting — are ideal media for processing by this new 
register. 

Monroe International (U.K.) Ltd, Litton House, 
Goswell Road, London EC: (Stands 28 and 81/83). 


HIGHLIGHT of the Addo stand is a new range of printing 
calculators. There are three kinds of machine on show. 
Тће Model 4653 is the most advanced of the three, 
having two independent registers each with addition, 
subtraction, multiplication, sub-totalling and totalling. 
Register one has automatic division and register two 
can be used аз an accumulating register if required. 
Other features include constant-factor lock, discount 
and mark-up keys and credit balance. M odel 3653 has 
the same features, but without division, and Model, 
2353 has no division or second register. (o 
Addo Ltd, 47 Worship Street, London ЕС2 (Stand 
209). 


THE main Muldivo theme this year is the introduction 
of the IME 84 electronic desk calculator. The IME 84 
has a capacity of sixteen digits, and three registers 
plus a memory/accumulator register. The solid-state 
IME 84 allows for the attachment of up to four 
remote keyboards. Another IME 84 accessory on 
show is the use of multi-constant boxes, each of 
which can carry four eight-digit constants, to be used 
at any time. Up to eight of these boxes can be con- 
nected to one standard ГМЕ 84 calculator. 

Muldivo Ltd, Dorset House, Salisbury Square, 
London EC4 (Stand 2). 


| 
| 
| 
| 
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The LM.E. 84 КС remote control ‘slave’ keyboard for the 
I.M.E. 84 RC electronic desk calculator. Up to four of these 
‘slaves’ can be connected to one machine and be worked from 
different locations. 


A NEW machine in the expanding range of Olympia 
business machines із the RAS 4/15 printing 
calculator. This is a ten-key calculator that features 
automatic multiplication and division allowing a 
multitude of variations in figure work. There are four 
registers (ie. three registers and one direct register 
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with automatic accumulation) and a ten to fifteen- 

column capacity. А constant factor can be retained for 

use in a series of calcülations and it is equipped for 

automatic back transfer and short-cut multiplication. 
S Olympia Business Machines Ltd, 203 Marylebone 
* Road, London NWr (Stand 26). 


THE NCR 395 is a new electronic accounting system 
which contains a solid-state processor, works electronic- 
ally and, instead of mechanical totals, incorporates a 
реш memory holding up to 120 fourteen-digit 
totals. 

In some applications the 395 can be operated as an 
automatic system by using a miniature punched-card 
reader to feed data to the processor and memory. 
Automatic output with off-line sorting facilities is also 
available, enabling the 395 to update its own files and 
even to communicate with other data processing 
equipment. 

National Cash Register Co Ltd, 206 Marylebone 
Road, London NW1x (Stand то). 


СА NEW unit, Anita Mark ro electronic calculator 
quipped with a sterling and decimal program, joins 
e established Anitas Mark 8 and Mark 9. The new 
machine provides the facility of being able to convert 
any decimal results immediately into a £ s d equivalent. 
Equally important, it will calculate. whole numbers, 
fractions or discount values at an £ s d rate to give а 
sterling result. For example the following can be easily 
done with Алпа Mark го: . 
(а) $7,342,695 їо be converted into sterling at 
52.791 to the £; 
(b) seventy-eight articles at £2 19s 7kd each less 
| 15 per cent discount; or . 
©) 9,723 lb. at 4328 6d a ton. 
Comptometer Ltd, 39 St James’s Be 


бы. SW (Stand 117) 
АТ. 'Етооо electronic computing-accounting ma- 
chine combines electronic multiplying and storage 
with descriptive accounting techniques. It will multiply 
¢ а ten-digit number by a ten-digit number in just 
over one-hundredth of a second. Principal features 
are split-second sterling multiplication electronic 
decision ‘making, fixed factor storage and automatic 
form handling all for little more than the cost of a 
desk accounting machine at £3,000, rising to a top 
price of £7,000. 
.Bürroughs Machines Ltd, 356 Oxford Street, 
London Wi (Stand 217). . 


DESIGNED and built in Great Britain, the Myriad is a 
small general purpose computer. The access time to a 
24-bit word is 400 nanoseconds and most of its instruc- 
tions are performed in 2:5 microseconds. Micro- 
circuitry gives a reliable machine with a size of only 
6 X 3 X 2} ft for the complete computer, including logic, 
yon and power supplies. Systems range from about 

- £40,000 upwards. 

Y- English Electric-Leo-Marconi Computers Ltd, 
Kidsgrove, Stoke-on-Trent, Staffs (Stand 17/65). 


HONEYWELL are exhibiting for the first time in the 
United Kingdom new magnetic tape units and a new 
card reader, paper-tape reader and printer. The 
computer on the stand is a Series 200 machine, com- 
prising central processor, card reader, paper-tape 
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The ‘second generation’ Anita Mark 9 Electronic Desk 
- Caléulator. · 


reader, line pinter ad fve. Ма ape units. да 
this configuration is shown the programming aids 
supplied with all Series 200 computers already in wide 
use by United Kingdom and overseas firms. 

Honeywell Controls Ltd, Honeywell- House, Gt West 
Road; Brentford, Middlesex (Stand 7o/9 5). 


NCR’s new computer, the Series 500, is making its debut 
at Olympia. Expansible and transistorized, the Series 
500 costs from £12,200 to £48,000, depending on the 
configuration, and incorporates many features that are 
usually found only in more costly systems. Its stored- 
program processor may have either 200 or 400 words 
of core store and programming is easy. Peripheral units 
include а magnetic ledger-card reader, paper-tape 
readers and punches, card. readers and punches and' à 
line printer. 

As well as catering for the small- to medium-sized 
businesses, the Series 500 also enables larger under- 
takings to install compüters on a departmental basis or 
to use the 500 as a satellite for a larger computer. 

The NCR-Elliott 4100 computer 18 presented on the 
NCR stand. by a series of films and lectures while 
the working 4700 configuration is demonstrated on the 
Elliott-Automation stand. 

National Cash Register Co Ltd, 206 Магујеђопе 
Road, London NW; (Stand 105). 


THE emphasis on the De La Rue Bull stand is on 
computers for the small-to-medium company and 
on long-distance communication with · computers. 
GAMMA 115 is shown for the first time in Britain. 
The 115, in a configuration that includes a core store 
of 8,000 words and four magnetic-tape units, demon- 
strates several applications, including stock updating. 
It is expected that there will also be a transatlantic link 
with a computer at the General Electric Computer 
Department in Phoenix, Arizona. Тће answers to 
problems set by visitors to the stand will be transmitted 
back from Phoenix. 
De La Rue Bull Machines Ltd, 114 орнар 
Row, London WC: (Stand 45/60). | 
. | 
| 
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ELLIOTT-AUTOMATION аге showing two computers, both 
of which it is claimed can be used and programmed by 
people with no previeus computer experience after 
only three days trairing. These machines are the 
NCR-Elhott 4100 and ће Elliott 903. 

‘The 4100 system now has a larger central processor 
and a choice of new higa-speed, large-capacity memory 
units. ЈЕ is now avaimble in system configurations, 
spanning the price range from £29,000 to £250,000 
or more. : 

Smaller than an ofice desk, the new Elliott 903 
brings the power of high-speed data processing within 
the reach of individual departments or the.smaller 
firm. It can be tucked sway in the corner of a design 
or drawing office, workshop, laboratory or school 
classroom. The basic system costs about £12,000 and 
is also available on rental. 

Elliott-Automation Computers Ltd, 34 Portland 
Place, London Wi: (Stand 33). - 


Computer P2ripheral Equipment 


HE Farrington eptical-character reader Model 

ІР4Р із a machine -hat reads, line by line, batches of 
information produced by electric typewriters, adding 
machines, high-speed printers or addressing machines 
equipped with the Se*fchek R type-face. Output may 
be punched cards, punched paper tape, magnetic 
tape or on-line to a computer. The model at the B.E.E. 
wil be reading delivery notes with alpha-numeric 
headings and commodity lines printed on the Bradma 
Model 410 (8/5РВ), cutput is in the form of punched 
paper tape. 

Adrema Ltd, 65 Uxbridge Road, London Ws 
(Stand 126). 9 
TWO new pieces of computer peripheral equipment are 
оп’ the Lamson Paragon stand. Both machines have 
been designed to hendle the detaching of printed 
output matter at speeds commensurate with those of 
high-speed ‘printers. - 

The Series 300 forms detacher can handle paper 
weights up to 125 lb. card stock. A feature of the 
machine is that it is designed to detach one or more 
parts. from a multiple set of forms, refolding the 
balance of the set intc a neat pack. 

The second new Paragon machine is the Series 400; 
this is designed to perform four functions — slitting, 
imprinting, detaching and stacking. High-speed slitters 
remove опе or.both margins and slit the form in two, 
if required..A quick-change plate operates on a rotary 
printing press princile and is suitable for cheque 
signing or other endo-sements. 

-Single and multi-part continuous forms, including 
tabulating cards can be detached. The form depths 
scale ranges from 3—77 in. and forms from 44-19 in. 
wide can be detached at variable speeds from 75-300 ft 
aminute.: :` 

Lamson Paragon m Paragon Works, London E16 
(Prana r08): 


For Dictating . | 
\EVELOPMENT of the Aga type-2 teledictation 
centralized dicta-ion-by-telephone system include 


plug-in telephones. ‘These enable floors of offices or an 
entire building to be wired up with frequent outlets 


ACCOUNTANT 


October 2nd, 1965 


into any of which can be plugged a telephone for, 
dictation purposes. This provides for changes in' 
personnel, rearrangement of offices, etc. Also for use 
on separately-wired circuits is the ‘paired’ telephone 
system. Each pair of telephones for dictation purposes 
is linked, a light indicating whether one or the other 
is in use. The advantage claimed for this pairing 
technique is that it reduces wiring costs. 

Aga Dictating Machine Co Ltd, 178 Sloane Street, 
London SW: (Stand 7). 


THE Philips ET 1933 control plinth, is designed 
for use with the Philips 82 dictating machine; 
it provides full facilities for automatic telephone 
recording, and is for fire, ambulance and police calls. 
Connected to the switchboard, the unit gives auto- 
matic recording of emergency calls without any action 
by the operator. Аз calls are answered, both sides of 
the telephone conversation are recorded. Price of the 
control plinth, including telephone coupling unit, 
is £46 ros. 

Philips Electrical Ltd, Century House, Зып, 
Avenue, London WC2 (Stand 100). 


THE small compact, British-designed 1746—50 is an 
addition to the Dictaphone range of dictating 
machines and does not replace any of the current 
models. One of its special features is the provision of 
automatic gain input; this means that however loudly 
or quietly the dictator speaks, the volume of re- 
production sounds the same — a big asset when used 
in noisy surroundings. The price is [118 ros. 

Dictaphone Co Ltd, 17 Stratford Place, London Wr 
(Stine 18/40). 





Dictaphone. Time-Master Model TA6—50 dictating machine. 


THE  Fonadek  .Stenocord centralized dictating 
System · revolves round the size of the linefinder/ 
control unit, measuring 2 in. by 15 in. by 11 in., which 
fits neatly under the Stenocord dictating machine. 
The Stenocord central system, designed and manu- 
factured in the United Kingdom, can be connected 
to existing PABX and PAX telephone exchanges ог 
independently wired separate dictation handsets. It 
is available with or without block-out facility to 
ensure secrecy. 

Fonadek International Ltd, i Vivian Road, Bir- 
mingham 17 (Stand 234). 
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Filing and Furniture 
Duplextra safe coffer has been designed for two 
purposes. Firstly, to provide a second line of 
defence by fitting the coffer within an existing ва, 
. thereby affording, extra security against the advanced 
techniques of the modern burglar; secondly, to suit 
the needs of companies using tested and certified 
fire-resisting cabinets for protection of their records, 
yet also requiring modern protection for small amoun-s 
of cash and valuables. This can be given by putting tke 
coffer into the base of a cabinet, so providing security 

against fire and burglary with one unit. 
Chatwood-Milner Ltd, 58 Holborn Viaduct, London 

ЕСт (Stand 77). 





The Scanex Circular Filing System. 


A NEW plastic finish is a feature of Scanex Stelvetite, 
the British-built circular filing system shown by 
. ADM. The company claims higher density of files 
per square foot than any other system, and it в 
available for export in knock-down form. 

ADM Business Systems Ltd, ADM House, North- 
fields Avenue, London Ws (Stand 106). 


THE Senior Group 70 series of unit furniture beinz 
shown by H. Caplan is both modern in styling ani 
reasonably priced. А combination of sapele mahogany 
and r in. square steel framing provides flexibility 
and rigidity. The entire group is built from com 
ponent parts and can be ordered as complete desks, 
tables or storage units, etc., or as individual com- 
ponents to be assembled into units on the site. 

H. Caplan (Furniture) Ltd, Desk Works, Manchester 


ү: Road, London Ета (Stand 85). 


THE Verifier stripindex wall unit holds panels cf 


slim construction so that a lot of references can be 
kept in a limited space. Wall units are available fcr 
twenty-five, fifty, seventy-five and one hundred panels, 
the latter providing up to 16,800 references. The wall 
units haye many uses including bin locations, com- 
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puter codings, library indexes, price lists, customer 
lists, credit control and so or. 

Art Metal Inc., 199 Buckingham "Palace Road, 
London SW: (Stand 228). 


For Reprographic Use 


Г Adreina stand has much new equipment on 
show and includes the full range of Scriptomatic 
addressing machines which are now part of the 
Farrington-Adrema group. Apart from standard 
addressing equipment the company is also showing a 
plate printer which will produce delivery notes; these 
are then fed to a Farrington IP4P page reader for 
conversion to computer input tape. 

Adrema Ltd, 65 Uxbridge Road, London W5 
(Stand 126). 


HIGHLIGHT of the Bruning electrostatic copiers is the 
new Model 2000R copier — the “К” representing reduc- 
tion. Тће machine makes copies of originals, reduced 
by 20, 30 or 35 per cent; the degree of reduction is 
preset to meet customers' specifications. Apart from 
reducing the oversize sheets of computer output prints, 
the 2000R has its uses in the inexpensive reduction of 
large sheets of data to a more fleable size. 

Addressograph-Multigraph Ltd, Maylands Avenue, 
Hemel Hempstead, Herts (Stand 110). 


THE Cheshire 514 heat-transfer addressing machine 
is being shown for the first time at Olympia. This 
machine will apply forms to envelopes as labels or 
will address direct on an envelcpe or sheets up to 12 in. 
by 12 in. and { in. thick. If desired it can also be set 
to apply stamps to the pieces to be mailed. 
Computer Addressings Systems Ltd, 72 Fleet 


"Street, London EC4 (Stand 3-2). 


AVOIDANCE of mailing delays and expensive over- 
time is the object of the Fo-difold folding machine 
for statements, correspondence, invoices, bulletins, 
price lists and so on. Theres is a variable speed 
control and paper up to тї} in. by 17 in. can be 
fed. Cross-scoring wheels and micrometer adjustment 
of folding stops are incorporaced, together with con- 


` veyor belt stacking. There are two models at £85 and 


£110 respectively. 
Office Mechanisation Ltd, Ofrex House, Stephen 
Street, London Wi (Stand 41/64). 





~ Fordifold office Толе machine: | 
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Notes and Notices 


PROFESSIONAL NOTICES 

Messrs ANNAN, Dexter & Со, of .London and 
Leeds, and Messrs Luxon, West & Co, of Plymouth, 
announce that they have entered into association with 
one another. Mr G. Patrick TOWNEND, M.B.E., 
M.A., F.C.A., а partner in ANNAN, DEXTER & Co, has 
been admitted as a partner in Luxon, West & Co, 
with effect from October 1st, 1965. The two firms will 
continue their respective practices as before. 

Messrs Cooper BROTHERS & Co, and Coopsrs & 
LYBRAND, announce that they have taken into partner- 
ship in Lusaka, Zambia, Mr Davm 'lHoMas Ras, 
C.A.(8.R.). | 

Messrs FRANKLIN, WILD & Co, Chartered Account- 
ants, announce that Mr A. D. JOHNSON, F.C.A., retired 
from the practice on September joth, 1965, in order to 
take up a full-time executive appointment with Butlin's 
Ltd. 

Messrs GARDINER, HuNTER & Co, Chartered 
Accountants, announce that Mr Francis L. BROMFIELD, 
F.C.A., retired from the partnership on September 3oth, 
1965. He will, however, retain an active connection by 
attending at the Lewes office of the firm in a con- 
sultative capacity. Мг Wrir1am Т. WESTON, F.C.A., 
who has been a member of the staff for many years, 
was admitted into partnership on October rst, 1965. 

The partners of ALBERT GOODMAN & Co, Chartered 
Accountants, of Cross Keys House, 56 Moorgate, 
London EC2, and Lloyds Bank Chambers, з Hammet 
Street, Taunton, announce, with a deep sense of 
personal loss, the death of Col HucH WALKER WILSON, 
O.B.E., T.D., F.C.A., а partner in the firm since 1935 and 
senior partner since 1959. 

Messrs LovEwELE BLAKE & Co, Chartered Account- 
ants, of Great Yarmouth, Lowestoft, Norwich, 
Halesworth and Thetford, and Messrs BULLIMORE & 
Co, Chartered Accountants, of Norwich, announce 
that they have amalgamated their practices as from 
October 18, 1965. The combined practice at Norwich 
will in future be carried on from.71 The Close, 
Norwich. The combined firm will continue in associa- 
tion with Messrs Cooper BROTHERS & Co and Coopers 
& LYBRAND. Mr A. Е. Kent, F.C.A., has retired as a 
partner in BuULLIMORE & Co, but is retaining his 
connection with the firm as а consultant. 

Messrs Lows, BINGHAM & Маттнеу/а, Chartered 
Accountants, of Prince’s Building, Hong Kong, 
announce that they have admitted into their partner- 
ship, as from October rst, 1965, Mr T. CLYDESDALE, 
С.А., who has been with the firm for a number of 
years. The name of the firm remains un d. 

Messrs Luxon, West & Co, Chartered Accountants, 
of Plymouth announce that Mr Олу М. STRIBLING, 


A.C.A., а senior member of the staff, has been admitted 
asa partner with effect from October rst, 1965. . 

Messrs MCCLELLAND, Moores & Co (London and 
Liverpool) announce that Mr D. A. WHITAKER, B.A., 
C.A., Was assumed as a partner on October 1st. 

Messrs Peat, Marwick, MITCHELL & Co, announce 
that Mr W. D. WILLIAMS, A.C.A., has been admitted 
into the Camborne partnership as from October 18t, 
1965. 

Messrs Price WATERHOUSE & Co, announce the 
admission of the following members of their staff to 
partnership in certain of their United Kingdom firms. 
They will be resident at the offices shown after their 
names: Mr J. B. SEWELL, F.c.a. (London), Mr E. R. 
JEYNES, Е.С.А. (Birmingham), Mr Т. M. RAWCLIFFE, 
F.c.A. (Newcastle upon Тулеу Mr Р. N. TURNER, 
Е.С.А. (Leeds) and Mr А. С. WHALLEY, F.C.A. 
(Manchester). | 

Messrs Price WATERHOUSE & Co (West African 
firm) announce that Mr PETER JoHN BvwoRTH, F.C.A., 
who has been the firm’s resident manager in Lagos 
since 1960, was admitted to partnership in the firm 
from October 1st, 1965. 

Messrs Тномзом McLintrock & Co, Chartered 
Accountants, of 12 Booth Street, Manchester 2, 
announce that Mr WiLLiAM MCLAUGHLIN, C.A., who 
has been a member of the staff of their London office 
for some years, was admitted into partnership às from 
October 1st, 1965. 

Messrs С. N. WALTER, Lester & Co, Chartered 
xa announce that they have admitted into 
partnership as from October rst, 1965, Mr CHARLES. 
ALBERT Epwarp NEWBURY, А.С.А., who has been 
associated with the firm for fifteen years. | 


Appointments 


Mr C. H. Eldridge, F.c.a., F.C.W.A., has joined the 
Aviation Division of S. Smith & Sons (England) Ltd 
as chief accountant. 

Mr Brian Stead, Р.С.А., has been appointed manag- 
ing director of John Morrell & Co Ltd. 


THE INSTITUTE OF COST AND WORKS . 
ACCOUNTANTS 


Presidents Luncheon 


The President of The Institute of Cost and Works 
Accountants, Mr Н. Hodgson, Е.С.А., F.C.W.A., gave а 
luncheon party on Wednesday of this week at 63 
Portland Place, London Wi. Those present were: 
Mr W. Bishop, C.A., F.C.W.A., Mr Arthur Е. Earle, 
Principal, London. Graduate School of Business 
Studies, Mr C. E. Sutton, F.C.4., F.c.w.a., Мг М. Н 
Walters, C.B.E., Secretary of the Institute. 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SWI 


Telephone Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Technical Advisory Committee 


. The r41st meeting of the Technical Advisory 
Committee of The Institute of Chartered Accountants 
in England and Wales was held in the Council 
Chamber at City House, 56-66 Goswell Road, ЕСт, 
on Tuesday, September 2181. 

Present: Mr S. Kitchen (in the Chair); Messrs F. W. 
Allaway, G. L. Aspell, T.D., D.L., D. G. Bee, R. P. Brown, 
K. A. Buxton, K. P. Chapman, D.S.C., L. H. Clark, D. A. 
Clarke, P. G. Craven, T.D., S. M. Duncan, N. J. Edwards, 
W. F. Edwards, N. Cassleton Elliott, R. W. Foad, K. J. 
Hilton, A. P. Hughes, A. G. Martin, F. L. Moulding, D. 
Napper, E. J. Newman, E. R. Nicholson, R. D. Pearce, 
J. Perfect, C. J. Peyton, D. W. Pursglove, D. W. Robertson, 
H. G. Sergeant, H. C. Shaw, H. G. Smith, G. Thompson and 
J. A. P. Whinney, with Mr G. A, Slator, Acting Secretary 
to the Committee. Messrs H. Hudson and K. A. Sherwood 
attended by invitation. 


Incomplete Records 

The committee was informed that at its meeting on 
„ August 4th, 1965, the Council approved the memoran- 

um: *Notes on the Preparation and Presentation of 
Accounts from Incomplete Records', for publication, 
without formal Council endorsement, as 'Some notes 
by the T'echnical Advisory Committee’ for circulation 
to members when the next supplement to the Members’ 
Handbook is issued. 


Membership 
The Chairman welcomed Mr N. J. Edwards who was 
attending a meeting of the committee for the first time. 
The committee expressed its appreciation of the 
services of the following members who would be 
retiring from the committee at the conclusion of their 
term of office on September 3oth, 1965: 


Messrs D. С. Bee, К. A. Buxton, S. M. Duncan, D. S. 
Morpeth, T. B. Pritchard, W. Shuttleworth, A. H. Walton. 


"A^ The following appointments to membership of the 


committee for the year commencing October xst, 1965, 
were reported: 
^ Nominated by the Council: 

Messrs М. А. Charlton, F.c.4., L. H. Clark, F.c.4., D. A. 
Clarke, LL.B., F.c.A., W. Е. Edwards, F.c.a., N. Cassleton 
Elliott, M.A., СА. R. W. Foad, F.c.a., S. Kitchen, F.c.A., 
E. R. Nicholson, F. СА, J. Perfect, F.C.A., D. W. Robertson, 
F.C.A., A. С. Thomas, СА. ара Ј. А. Р. Whinney, F.C.A. 


Nominated by District Societies: 


Birmingham: Messrs E. J. Newman, M.A., F.C.A., and B. G. 
Rose, Р.С.А. 


Bristol: Messrs S. Edgecumbe, T. C.A., and J. w. G. Frith, 
B.A., ВАСА. 

East Anglia: Messrs A. L, Pitman, F.C.A., and H. Robinson, 
F.C.A. 

Hull: Messrs Н. С. Sergeant, F.c.a., and Н. C. Shaw, F.c.4. 


. Leeds: Messrs А, С. Martin, F.c.a., and D. W. bids 
F.C.A. 


+ Punched Card Processing Service 
CONDUCTED ON A SERVICE BUREAU BASIS 








POWERS-SAMAS (LC.T.) ........ 21 COLUMN 1 
POWERS-SAMAS (LC.T.) ........ 36 COLUMN 1 
POWERS-SAMAS (LC.T.) . .. 40 COLUMN ! 
POWERS-SAMAS (1.С.Т. .. 65 COLUMN ! 
HOLEERITH Сл.) ... :: 80 COLUMN | 
ВИМ PRE а стави 80 COLUMN ! 
rr 1401 & 7090 Computer facilities avaliable 1 
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Leicester: Messrs G. L. Aspell, T.D., D.L., F.C.A., and С. 
Thompson, F.C.A. 

Liverpool: Messrs C. C. Taylor, F.c.A., and T, I. Е. Tod, 
A.C.A. 

London: Messrs J. A. Allen, F.C.A., W. S. Hayes, F.C.A., | 
А. P. Hughes, F.c.a., B. A. Maynard, M.A., F.C.A., D. 
Napper, F.c.a., and Н. С. Smith, F.C.A. 

Manchester: Messrs M. J. Croll, 4.c.a., and Е. A. Sherring, 
Е.С.А. 

North West: Messrs R. B. Arrowsmith, Е.С.А., and К. R 
Stanley, F.C.A. 

Northern: Messrs N. J. Edwards, M.A., A.C.4., and К. J. 
Hilton, F.C.A. 

Nottingham: Messrs E. D. London, Е.С.А., 
Prior, F.C.A. 

Sheffield: Messrs Е. L. Moulding, Е.С.А., and L., К. Turner, 
F.C.A. 

South Eastern: Messrs C. К. P. Goodwin, F.C.A. 
Hunter, м.В.Е., F.C.A. 

South Wales: Messrs R. P. Brown; ғ.с.л., and G. M. 
Metcalf, F.c.A. 

Southern: Messrs R. D. Pearce, F.c.4., and C. Н. Washbrook, 
F.C.A.. : 


and R. F. 


,and W. T. 


Co-opted by the Technical Advisory Committee: 
Messrs Е. W. Allaway, F.C.A., P. J. Cavanna, ¥.c.a., К.Р. 
Chapman, р.8.С., Е.С.А., P. G. Craven, T.D., F.C.A., "А.В. 
English, F.C.A. G. N. Hunter, 7.C.A., J. Lunch, V.R.D., 
Е.С.А., and C. f Peyton, F.C.A. 


Chairman and Vice-Chairman 
Mr D. W. Robertson, F.c.a., and Mr L. Н. Clark, 
F.C.A., were unanimously appointed Chairman and 
Vice-Chairman respectively of the Technical Advisory 
Committee for the year commenting October Ist, 
1965. 


Mr S. Kitchen 


'The committee expressed unanimous thanks to Mr 
S. Kitchen, Chairman for 1964-65, on the conclusion 
of a highly successful year of office. 


Sub-committees 


Reports of progress were received in connection with 
twenty-eight matters. These included the following 
reports and memoranda approved for submission to 
the Technical Committee or the Parliamentary and 
Law Committee: 

Redundancy Payments Bill. 

Finance Act, 1965: treatment af taxation. 

It was noted that the committee’s report on Farm 
Business Records had resulted in a letter to district 
societies drawing attention to the proposals outlined 
in the Annual Review and Determination of Guarantees 
1965 and recommending that district societies should 
consult their local National Agricultural Advisory 
Service with a view to arranging joint explanatory 
talks. 
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Future Meetings 
'The next meeting of t3e Committee was arranged for 
Wednesday, October 27th, 1965, and а further 
meeting for Thursday, December gth, 1965. Meetings 


in 1966 were provisionally arranged for February 24th, . 


April 27th, June 3oth, September 28th, October 27th 
and December 14th, 1966. 


BROMLEY AND SOUTH-EAST LONDON 
DISCUSSION GROUP 


Mr К. Н. Oates, F.c.s., will initiate a discussion on 


“The taxation of capital gains’ at the first meeting of . 


the 1965-66 programnze of the Bromley and South-east 
Discussion Group on October 13th. The remainder of 
the programme is as fcllows: у 

November 9th: "The corporation tax', introduced by Mr 
C. Brazier, A.C.A. 

December 9th: А joint-meeting with the Bromley Centre 
of the London ard District Society of Certified 
Accountants to debate ‘The professional accountant, 
as a director of a business concern, is too cautious, 
and is, therefore, a _iability’. 

January 11th, 1966; “Trusts with particular reference to 
capital gains tax’, by Mr A. С. Е. Young, solicitor. 

February 9th: ‘How ће raise money’, introduced by Mr 
D. Napper, F.C.A. of Industrial & Commercial 
Finance Corporation. 

March roth: Subject t be announced. 

April 22nd: Annual diner. ‘ 

All the above meetings will be held at the New 

Hackwood Hotel, Widmore Road, prias) (opposite 
K. J. Motors Ltd), coramencing. at 8 


bs honorare secrecary of Ша сыр MPG RE 


Reynolds, А.С.А., c/o Grugeon, Reynolds & Co, Char- 
tered Accountants, 5€ Westmorland Road, Bromley, 
Kent. 


DUBLIN SOCIETY OF 
CHARTERED ACCOUNTANTS 
The golf competitiors of the Dublin Society of 
Chartered Accountan-s took place at the Grange 
Golf Club, Rathfarnham, Co. Dublin, on September 
13th, when there was a record turnout of 124 members 
and visitors. The resuEs were as follows: 
Old Students’ Cup: M. G. O'Brien (8), a down (Won 
on and nine); А. Cleonan (15), a down; J. Malone (5), 
3 down (on and пісе); J. yons (18), 3 down. 
Visitor? Prize: D. J. O'Reilly (5), 1 down. 
Four-ball: A. Cloonam (15) and J. Malone (5), 5 up; 
D. J. O'Sullivan (9) and D. J. O'Reilly (5), 2 up. 
At the subsequent dinner the chair was taken by 
Mr Е. C. Winkelmznn, A.C.A., Chairman of the 
Society, the principal guest being Mr William 


Davidson, Captain of -he Grange Golf Club. 
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THE INSTITUTE OF OFFICE MANAGEMENT ^ 
Glasgow and West of Scotland Branch 
The Glasgow and West of Scotland Branch of The 


Institute of Office Management will be holding its , 


autumn conference and exhibition+in Paisley Town 
Hall on November 3rd. 

The subject will be “The modern office, problems of 
layout and equipment’, and the principal speaker will 
be Mr С. W. Fasham, a.c.1.8., manager of the organiza- 
tion and methods department, Cadbury Brothers Ltd. 
The ]uncheon speaker will be Professor Е. Fielden, 
M.A., F.B.LB.A., Professor of Architecture at the 
University of Strathclyde, Glasgow. As in previous 

the conference will include a display by some 
of the leading office equipment manufacturers. 

Further details and admission tickets may be 
obtained from the conference secretary, Mr J. K. 
McCallum, Walter Hubbard Ltd, 65 Otago ii: 
Glasgow W2. : 


COURSES FOR MANAGEMENT 


A series сЁ one-day courses dealing with monthly? 
accounts, Ciscounted cash-flow, computer applications - 


and computer job specifications, among other subjects, 
is to take place in London, Manchester, Liverpool and 
Birmingham during the next three months as follows: 


Беч u» your monthly accounts': London, October 
and December 9th. Manchester, October 14th. 

E lon the cash flow’: London, October rath and 
November 23rd. Manchester, October 27th. Bir- 
mingham, December rst. 

‘Computer feasibility studies’: London, October rath. 
Manchester, October 19th. Liverpool, October 26th. 

‘More ` about D.C.F.’: London, October 13th and 
November 24th. Manchester, October 28th. Bir- 
mingham, December and. 

‘How to prepare computer job specifications’: London, 
October 13th. : | 

bere ars and the accountant': London, November 

E . Manchester, October aoth. Liverpool, October 

2 


„ 


Further particulars are obtainable from Management | 


Courses Ltd, Albany Courtyard, London W1. 


ANNOTATED TAX CASES 


Part 1 of Volume XLIV of the Annotated Tax Cases, 
edited by Mr Peter Rees, of the Inner Temple, 
Barrister-az-law, is now ‘published and contains 
reports, with notes on the judgments, of the following 
cases: Barentz v. Whiting (C.A.); White v. Franklin 
(СА); CLR. v. Coathew Investments Lid (С.А); 
Parker v. C.I.R., Tomlinson v. CIR. (C.A.); Coats’s 
Trustees v. Lord Advocate (Н.Т). . 

The annual subscription is 50s post free and the 
publishers Mo Vene Co Eun Ltd, 151 Strand, 
London WC2. 


MOTOR UNION. 


INSURANCE COMPANY LTD’ Ы ROYAL EXCHANGE. a FONDON ECS. 
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Summit Talk 


НЕ олсе popular conception of the azcountant in industry 

as simply a company historian is fas: disappearing. It has 

been replaced by that of a shrewd aad ruthlessly efficient 
tycoon type; one who casually rescues tottering businesses and 
raises already prosperous ones to even greater heights. Needless to 
say, both images are very much distortec. The accountant in 
industry was seldom merely a chronicler. He had other, forward- 
looking functions to perform and it is because these have become 
so important in the light of technological advancement and intensi- 
fied competi-ion that his role appears so effeczively to have changed. 

The credi: for preparing the profession at large for this orienta- 
tion in responsibility must go primarily to the individual account- 
ants who, many years ago now, first took up appointments 
in industry zt a time when such a move was not only novel but, 
as viewed from the sheltered ranks of the practising side of the 
profession, hazardous. They had to educate themselves to tackle а 
variety of p-oblems not catered for in any examination syllabus 
or seldom encountered in the course of the practical experience 
gained in their principals’ offices. Fortunately for the future of the 
profession, many of these early pioneers were both highly intelli- 
gent and highly articulate; and as the science of management 
accounting, as it came to be known, developed so did the literature 
on the subject grow. 

'The first stage in the recognition by the profession that there 
was a new and exciting element to explore and exploit was the 
inauguratior by a number of practising firms of departments to 
provide specialized management services for clients. Finally, when 
in recent years the professional bodies — as well as modernizing 
their examiration syllabuses to include management accounting — 
sponsored computer courses and created a Joint Diploma in 
Management Accounting Services, the subject could be said 
officially to have arrived. 

Even so, for many otherwise able accountants, management 
accounting still seems to possess a mystique which they find hard 
to master despite all that has been written a5out it. This is not in 
every case -he fault of the innocent wishing to make himself 
familiar witt the essential principles and thei- application. Frankly, 
some of the explanatory literature is so stylized as to be at times 
incomprehensible and the meaning is often obscured by the too 
frequent use of an esoteric vocabulary, parts 5f which, less politely, 
might be labelled jargon. It is always ref-eshing, therefore, to 
come across a straightforward exposition on management account- 
ing which both captures and holds the interest of the reader and 
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succeeds, almost effortlessly, in communicating 
the desired message. 

A recent and shining example of this is the 
paper entitled “The chartered accountant in top 
management’ which Mr Јонм LUNCH, V.R.D., 
F.C.A., A.M.INST.T., gave last month at the Cam- 
bridge summer course of The Institute of 
Chartered Accountants in England and Wales, re- 
production of. which is commenced on other pages 
of this issue. It was prepared with a view to giving 
accountants who are not engaged in management 
at top levels in industry and commerce an insight 
into the problems encountered at the summit, 
and also, to draw attention to matters to which 
the profession in general does not seem to be 
paying enough attention. 

Mr Luncu believes that the accountant in 
business, having an essentially creative job, must 
always look to the future and never to the past 
except for the lessons which may be learned from 
it. He must strive constantly for economic 
efficiency and this postulates a knowledge both of 
finance and economics, for the two subjects in 
this association are completely linked. He must 
also appreciate the wider background against 
which his own company operates and be able 
to assess the effects which such external pheno- 
mena as changing money values may have upon 
its financial stability and economic progress. His 
unremitting concern for the company must be 
its continuing financial soundness and his main 
weapon in achieving this is financial planning. He 
must be aware of all the plans of his colleagues; 
endeavour to fit their schemes together within 
the financial framework, modifying and discarding 
where necessary ; and, at the same time, keep in 
mind that the overriding consideration in any 
new development is whether or not it will result 
in increased growth, efficiency and profits. In 
short, he must be the auditor — almost arbiter — 
of business efficiency within the organization and, 
in some measure, its architect. 

Although this seems a rather tall order for one 
individual, Mr Lunca lucidly and patiently goes 
on to:show just how it may be done. His pre- 
scribed instrument is the budget in various forms, 
in particular the long-term capital and financing 
budgets which project proposed capital expendi- 
ture for some years ahead, indicate what funds 
will be required and how they will have to be 
raised and, also, what the annual revenue burden 
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of financing charges will amount to. Subsidiary 
to these, but important in that it regulates the 
day-to-day ebb and flow of finance, is the short- 
term cash budget. | | 

Budgets, however, are but one part of the 
financial manager's armoury. Other essential 
weapons which Mr Lunca insists upon his 
having include a knowledge of up-and-coming 
techniques like marketing and operational re- 
search. In this connection, he makes four import- 
ant points. The first is that close liaison between 
the management accountant and those responsible 
for work study and external market research 
is во vital that these activities should come at least 
partly under his direction. Secondly, while there 
should be a basic permanent system to produce 
essential financial, costing, statistical and econo- : 
mic data, specific projects should be the subject ie 
of special studies by small teams of experts. 
Thirdly, the financial manager and his staff should 
not be detached from the hurly-burly of the 
business but be an essential part of it, and fourthly, 
the man in charge should have a sound business 
sense and be able not only to think up ideas but 
to express them clearly. The five stages in the 
exercise of management skills are — think, plan, 
communicate, act and follow up. Mr LuwcH 
comments that the third and fifth are the stages 
least often in evidence. | 

‘Towards the end of his paper, Mr Luncu has a ~% 
few pertinent words to say about the importance - 
of public relations. He quotes an official definition _ 
of this much maligned term as 'the deliberate, 
planned and sustained effort to establish and 
maintain mutual understanding between an 
organization and its public’ and among the aspects 
he touches on is one in which this journal 
has a particular interest — the handling and pro- 
duction of company annual reports and accounts. 
Mr Luncu emphasizes what a useful opportunity 
this occasion is to present the organization: 
attractively to its customers, shareholders, busi- 
ness connections and the Press. He also stresses 
the desirability of publishing these documents 
promptly. The loyalty which such courteous 


treatment inspires in its shareholders and others ~» 


may well benefit the company when, at some 
stage in its development, the financial manager 
decides after studying his long-term capital and 
financial budgets that he will have to go to the 
market for further finance. 
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‘Shortfall in Distributions — II 


said last week that the sombre picture 

painted by section 77 (2) of the Finance 

Act, 1965, was relieved by the proviso 

to it. This puts a ceiling on the required standard ; 

a ceiling which is immune from the attacks of the 

most zealous tax inspector and applies even if the 

company is unable or unwilling to prove any 
business requirements at all. 

This ceiling, which applies to all close com- 

panies, whether within the definition of ‘trading 


- company’ or not, consists of the aggregate of (a) 
‘the ‘distributable investment income’ and (b) 


60 per cent of the ‘estate or trading income’ (net 
of corporation tax). Taking (a) first, ‘distributable 
investment income’ is what is left after deducting 
from ‘distributable income’ both (i) the estate or 
trading income (net of corporation tax) and (ii) 
either то per cent of (i) or else {200 if that is 
smaller. It follows that the greater the estate 
or trading income, up to £2,000 per annum, the 
greater the deduction in arriving at (a). 

Coming now to (5), one is familiar with the 
Special Commissioners’ threats to make a surtax 


oe direction unless a distribution of some 60 per 


. cent is made (or more where the shareholders 


have had a capital windfall from the company); 
but this has usually been applied to trading 
income. In favour of estate income, the 60 per cent 
is more generous than existing practice. 

In favour of a trading company with a small 
income, and not having an associated company, 
the (6) element in the ceiling to the required 
standard is even further reduced. If the trading 
company’s estate or trading income (net of 
corporation tax) is less than £1,500, that is treated 
as nil;so that nothing is brought in under (b). If the 
trading company’s net estate or trading income 
falls short of £9,000, then it is treated, for ceiling 
purposes, as reduced by one-fifth of the short fall. 
The above fixed figures relate to a year and are 
reduced proportionately for shorter accounting 
periods. The resemblance to the old profits tax 
exemption and abatement provisions is obvious. 
Splitting up a business among several trading 
companies, in order to multiply the exemptions, 


is prevented by the exclusion of a trading com- 
pany which has an associated company. (Company 
A. is associated with Company B. ata given time if, 
at that time or within twelve months previously, 
one controls the other or both are under the 
control of the same person(s). 

The ceiling to the required standard can be 
computed under the following formula: 





a Profits charged to cor- 
poration tax 
b Deduct Corporation tax 
thereon 
с Profits net of corpora- 
tion tax 
d Add Section 87 deduction 
made in arriving at (a) 
e Add Franked investment 
income 
f Add Group income 
g Totalofcdef Distributable 
profits 
h Deduct Chargeable gains in- 
cluded in a 
i g—h 
' Add Corporation tax 
charged on А 
k Distributable income . 
l Deduct Estate or trading in- 
come 
"m к— 
п Add Corporation tax 
charged on Ї 
0 m+n 
p Deduct: either one-tenth of (J—n) 
- or (if smaller) £200 
q Distributable invest- 
ment income 
т Add six-tenths of (/—я) 
: Ceiling (9+7) 


If a close company wishes to justify a smaller 
distribution than the statutory ceiling, the general 
onus of proof lies upon it to satisfy the tax 
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inspector, or failing him the Appeal Commis- 
‘sioners. By what criteria must it produce this 
proof? Broadly speaking, they are the same 
'5 Criteria as applied to surtax directions. Section 

* 77 (3) (a) directs that regard shall be had not only 
to the current requirements of the business but 
also to such other requirements as may be 
necessary or advisable for the maintenance and 
development of the business. But section 246 
(2) (3) and section 258 (1) (without the proviso 
to section 246 (2)) are to apply as they apply 
to section 245 of the Income Tax Act, 1952. 
The CHIEF SECRETARY TO THE TREASURY instanced 
a company which wanted to accumalate money 
to build a new factory. He said: 

‘Once the decision has been made and properly 
minuted and the matter is moving, there is no 
reason why the company should not start putting 
funds by for the purpose. The company must plan 
on what it is likely to spend in the future, what it 
will make in net realized profit in the future, and 
therefore what it can afford to distribute. The 
company may come to the conclusion that it cannot 
afford in that year to distribute a penny.’ 

It will be interesting to see what weight a board 
minute as to future intentions will in fact carry 
with the ordinary Inspector of Taxes. 

A close company is not expressly required to 
distribute capital gains as such, or rather what is 
left of them after they have paid corporation tax. 
However, in deciding how much of its other 
income the company can safely distribute, it 
seems highly likely that tax inspectors will be 
instructed to take the accumulated fund of capital 
gains into account, and whether or not the com- 
pany’s articles permit the distribution of such 
gains. If the company is neither a trading com- 
pany nor a member of a trading group, then all 
its income (other than estate or trading income!) 
will have to be distributed. 

‘It cannot ever be claimed that it is necessary to 
build up reserves of investment income prior to 
investing' 

according to the CHIEF SECRETARY. Butif theinvest- 
ment producing the income is itself a depreciating 
one, it is surely necessary to amortize it. Under the 
Act, a non-trading company’s only hope of doing 
this is by acquiring some estate or trading income. 

How in practice is one to convince the inspector 
that the company is a trading company, en- 
iie. Net of corporation tax. Last week we said incorrectly 
that the maximum for business requirements for these 


companies was the ‘estate or trading income’ before tax. 
The Act uses this phrase with the two different meanings. 
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titled not only to build-up reserves of investment 
income, but also (if it has no associated company) 
to have its estate or trading income artificially 


reduced for ceiling purposes? The definition adop- y 


ted by the Act is practically the same as that in 
section 262 (7) of the Income Тах Act, 1952, on 
which there is only one judicial autbority: 
Highams (Saftex) Ltd о. C.I.R. (35 A.T.C. 394). 
It established that the substantial test is not what 
the company was formed for, as indicated by the 
objects clause in its memorandum of association, 
but what in fact it does in the accounting period. 
In the normal case the company will have to be 
carrying on a trade. This is emphasized by para- 
graph r2 (1) of Schedule 18 which applies where 
a close company: 

‘ceases to carry on the trade, or the business of 

holding investments, in which its activities wholl 

or mainly consisted’ 
although it is difficult to imagine the holding of 
investments as ‘activities’. For an accounting 
period in which that event occurs, or which ends 
in (or with) the twelve months ending with that 
event, the 60 per cent ceiling goes up to 100 per 
cent and business requirements are ignored. 

The question when a trade ceases is one of fact 
and there have been some remarkable divergences 
in treatment. A company can be moribund for 
years without a cessation, and the Revenue are 
particularly fond of asserting this doctrine when 
a building company stops building but retains 
some buildings as investments. The object of this 
is, of course, to tax the profit on resale. With the 
advent of capital gains tax, perhaps this official 
enthusiasm will abate. 

Companies which make distributions without 
sufficient regard for their creditors can get into 
serious trouble. Paragraph 12 (2) pays somewhat 
grudging regard to this by excluding from the 
shortfall the sums which could not be paid without 
prejudice to creditors, but only to creditors of a 
certain kind. These are defined in paragraph 12 (3) 
so as to exclude: 

(i) debts due to participators and associates of 

participators; and 

(ii) debts due to other creditors if such were. 4 

originally created in favour of or were- 
originally due to a participator or an asso- 
ciate of a participator. 

except where these debts satisfy certain conditions. 


(To be continued.) 
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Profit Planning and Forecasting — II 


. by D. R. C. HALFORD, O.B.E. 
Capital Expenditure Controller, А.ЕЛ. Ltd. 


This is the second in a serles of three articles which, with slight modification by the 

author, constituted a paper presented to a conference of the Production Xngineering 

Research Association in May. The views expressed are the author's and not 
necessarily those of A.E.I. Ltd. 


HE first article of this series emphasized the 

need for flexible planning, carried cut 

continuously and not in an annual flurry 

of budgetary activity. It also considered how a 

budget was to be converted into a plan by askiag 

if the consequential profit was large enough. 

- It ended by doubting whether the usual panacea 

хог low profits, that of going for an increase in 
volume, was the right thing to do. 


Increasing Output: An Example 
This article takes up the story at that point, 
with the case of a company in business to market 
a product whose cycle time of manufacture (from 
the purchase of materials to dispatch from the 
finished goods store) is six months. The company 
is currently coasting along quietly with steady 
sales, with output at manufacturing capacity, and 
is making a profit on sales of xo per cent. 
. The ro per cent profit is not, of course, the ead 
œ ОЁ the story, since tax takes а third, and the grcss 
dividend takes about two-thirds of the remainder. 
There is not much over, so the company dces 
not look too healthy already in an environment 
that is going to change. 

The company is now faced with the need to 
cut prices by 5 per cent to meet a competitive 
threat and stay in business. It is assumed, in this 

. example, that the parameters of cost — mater-.al 
prices and wage гајез –аге unaltered. With this cut 
in price, profit is halved, which leaves insufficient 
after corporation tax to pay the same dividend. 

The management is reasonably informed about 
marginal principles, so it draws the usual cost- 
volume-profit graph in Fig. 3, which shows tbat 
а 50 рег cent increase in output will give thre 
times as much profit. 

Я The management is пої so naive as to think 

Т that this first approach is the whole story, 

` especially because of the price cut and the increse 
in period costs tied to the extra capacity need2d 
to make the higher output. То avoid gettiag 
confused by too many lines on the graph, they 
use the alternative form, by plotting the coa- 








Fig.3. Change n volume. 


tribution against volume, starting off at the loss 
represented by the fixed costs under shut-down 
conditions, giving the solid line in Fig. 4. 

This change in the picture is a very respectable 
mathematical device, called a linear transfor- 
mation. What has been dene is that the whole 
figure has been twisted s» that the total cost 
line has become the new thorizontal) base line, 
and so that all vertical relationships are unaltered. 
The great merit of this огл of representation is 
that most of the truth of Fig. 3 (with three lines) 
is displayed by a single Ane, making it much 
easier to see what is going on. 
` The price reduction reduces the slope of the 
contribution line to the position shown in dashes 
in Fig. 4, cutting the new profit to two and a 
quarter times the old profit -nstead of three times. 
They further estimate that the expansion is 
going to increase the pericd costs by one-sixth, 
which pushes the whole line down to the position 
shown in chain; the increase in profit is now 
limited to one and three-quarters what it was. 





Fig. 4. Change m volume. 
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The management is not altogether happy with 
this piece of purely geometrical reasoning, so they 
tell their accountant to work it out, and show them 
the results in a different form of graph, with costs 
plotted against time instead of against volume. 
(As will appear in the third article, changes 
as time passes are vital; a sobering thought to 
the keen marginal cost chartist.)  ' 

The result is Fig. 5. The period up to the 
end of year 1 is the situation of steady operation 
before the price cut. In year 2 the expansion 
starts, and takes six months to complete (they 
are lucky; it usually takes much longer); once 
complete, the extra period costs have to be 
recovered, so the costing rates are changed for 
all production which starts after these six months. 
The cost line (which is the usual accounting ‘cost 
of sales’) gradually rises to take its full effect when 
all work started before the completion of the 
extension has been sold; that is, it increases for 
one full cycle, or another six months. 





Fig. 5. Change In volume (profits). 


During this second year, the sales revenue drops 
by the 5 per cent, meeting the cost line, so that 
the company is working at a zero profit rate. Not 
very encouraging; however, one has to speculate 
to accumulate, and there is now no turning back. 

In the third year, the period costs remain 
steady; the direct costs go up 50 per cent in 
proportion to the sales income. (There is a 
difficulty here; if the costing rates are unaltered 
from the beginning of the year figures, there will 
be an over-absorption, while if they are changed 
to cope with the ultimate situation, there will 
be an under-recovery until the sales reach that 
point. The graph somewhat light-heartedly skates 
over this problem, by assuming that direct costs 
are proportionate to revenues, which assumes 
that they are in phase with each other. This doesn’t 
happen; but to display them would start to 
make the picture unbearably complicated.) 
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The sales revenue increases by 50 per cent 
also; and in the last six months of the year, both 
lines are assumed to level off — а wildly optimistic 
assumption, unless the market is very elastic. 
However, at that level, the new profit is one and 
three-quarters of what it was, as promised by 
the break-even chart. In consequence, the 
management feel encouraged, and are glad that 
the ‘true’ position has validated their direct cost 
calculations. There is certainly a danger point at 
the end of year 2; but it looks as if there will be 
plain sailing afterwards. 

Unfortunately, with the usual predilection for 
stopping at the profit and loss account, they have 
not observed some rather unpleasant things 
happening in the balance sheet. The cash position 
is rather different, and is shown in Fig. 6 (thick 
lines). 


` (Note: In what follows, it is assumed that all sales and cost A 


figures represent actual payments; the effect of debtors and i 
creditors 1s shown in the appendix to this article, where the 

further effects of tax and dividends are also mentioned. 1t is 

2lso assumed that the depreciation is all bespoken for the 

usual collection of small projects needed to maintain the 

company's productive capital, or for ‘infilling’ by small 

additions of one sort and another.) 

The extra period costs have to be met at once; 
80 the impact of the expansion on cash happens 
six months earlier than in the profit story. 
Also, the cash requirements in the factory 
increase as soon as output starts to be stepped 
up; so the impact on cash is six months earlier 
here too. It is only when the higher output is 
sold, six months later, that the cash benefits 4 
start to roll in. 

There is not going to be just a danger point at 
the end of year 2; there is going to be a severe 
financial problem. At best it will be a relatively 
brief embarrassment; but it is more likely that a 
longish term loan will be needed — after paying 
tax and the dividend, there is not much left 





In Figures 6, 7 and 10, tax and dividend payments are to 
be deducted from the cash galn, or added to the cash drain. 


Fig. 6. Change in volume (cash). 
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Fig. 7. Change In volume (over-trading). 


even from the improved profit to pay interest 
and repay the loan. 
In fact, the position is likely to be even worse, 


since there could well have to be a further 5 рег 


cent price cut in year 3 too (Fig. 6; dashed line). 

At the end of the story the company ends wi-h 
the same profit it started with, and has an incubus 
of debt as well. And if costs increase too . . .. 

In this case, it looks as if the logic of the 
situation will force the company to go on ex- 
panding just to protect its existing profits (‘Faster, 
faster', said the Red Queen). But the cash result 
could then be as in Fig. 7; even though the 
company is making quite sizeable profits, it is 
getting more and more into debt until the lende-s 
call a halt — the classic case of over-trading. 

Although this is merely an arithmetical exercis2, 
it looks very much as if, faced with the mincing- 
machine of competition and inflation, expansion 
by itself will create nothing but severe headaches. 

But something must be done to push up 
profits. And it seems to me a measure of the way 
we are all hocussed by the economists’ homc- 
geneous aggregates of only two sorts of goocs 

| One product 


+ Contribution 
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(producer goods and consumer goods), that it 
is not immediately and resoundingly plain to 
everyone what the answer is. It is mix. 


Changing Mix 

Тће truth about real-life business seems to lie 
in its diversity rather than in the averages which 
we all talk about. Admittedly it is far from easy 
to have a complete grasp of the complexity of 
even a fair-sized firm; far less so for commerce 
in general. It is very tempting to consider what 
ought to happen in an idealized world where 
everyone consumes (for all purposes) only one 
commodity — a commodity made on one standard 
composite ‘facility’; let as do this first, the 
argument runs, and we can put in the modi- 
fications afterwards. I have an unproved theory 
that the economics of diversity may be different 
in nature from the economics of uniformity, 80 
that the process of modifying may not be valid. 
In any case, the pursuit of the economics of 
uniformity is so difficult that there is little high- 
grade energy left for the modification. 

But, philosophy apart, thare are practical things 
that can be done about it. New wants are always 
springing up, and there are always reasonable 
commercial opportunities to be exploited by 
filling them — or by creating them. Further, as 
most of us know, there are already existing 
wants which are not adequately satisfied. 

In real life, our imaginary company is not faced 
with a uniform contribution for all its output, 
but with a number of different contributions on 
different parts of its total sales. In other words, it 
is not faced with the left-aand graph of Fig. 8 
(which repeats Fig. 4), but with a more complicated 
situation of which the right-hand graph is a very 
simplified case, involving only three products. 

'The left-hand end of tke line represents the 

Three products 


Contribution 





Vertical scale doubled. 


Fig. 8. 


Change in mix. 
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contribution from product A., the most profitable 
one; the middle part from product B.; and the 
right-hand end from product C., the least 
profitable. This chart is the ‘hip-roof’ chart of the 
United States literature. 

The geometry is no longer зо easy to manage. 
With one product only, the only possible way to 
improve profit is to incréase vo_ume, as shown in 
Fig. 4. With several this is no longer true. 

Suppose that half the sales of product C. can 
be exchanged for an equal sales volume of product 
A., and the position changes to that shown in 
Fig. 9 — twice the profit for n» more sales. 


Original contribution 
- Volume 





Fig. 9." Change in mix. 


And there is also the fact that, since there are 
no more sales, working capita. is not increased. 
Even if the price of A. has to drop by 5 per cent, 
profit is still increased, while working capital is 
reduced — debtors too are 5 per cent lower. 

It is almost always possible to do something 
on these lines, since most companies have 
lame-duck products like C. It is almost ‘exactly 
this that is one of the first steps taken by company 
'doctors'; they often go even further, and lop 
off C. altogether, at the same time ridding 
themselves of some of the associated period costs. 

Faced by this sort of radical cure, the un- 
thinking marginal cost specialists (if there are any) 
will still say, with apparent justification, that the 


amount of contribution lost exceeds the period. 


costs saved, so that the company will be worse off. 
It probably isn't because — apart from the atmos- 
phere of challenge which th:s radical surgery 
brings into the organization — something else 
is being lopped off too, whick doesn't show up 
in any of the figures. What is being lopped off 
is the whole collection of headaches associated 
with product C., leaving a mcre manageable set 
of problems; the consequential greater con- 
centration on what is left is likely to bring about 
a substantial improvement. 
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APPENDIX 


Debtors and Creditors . 
Fig. 6 assumed that creditors were pald at once and debtors 
paid up at once. Jn this Appendix the effects of three months’ 
delay is shown in Fig. 10. The assumption is made that all the 
Increase in period costs is due to people, while two-thirds of 
the variable cost is material, and the other one-third is 
labour. 


Notes: A. The total cost line. к 

1. First six months of year 2; effect о Increase In period costs. 

2. Next three months: increasing payments to labour for the 
higher output become effective at once. 

















| ew drain 
ГА. 


Ee е LTS 














Fig. 10. Change in volume. 


3. Nextthree months: increasing payments to labour continue 
and reach their peak; payments for the extra material 
start. | 

4. Next three months; material payments continue to rise 
and reach thelr peak. | 


B. The sales revenue line. 
1. First three months of year 2: payments received for the. 
last three months of year 1, at the pre-price-cut level. 1 
2. Next twelve months; effect of the price cut Increases 
rogressively. 
3. Next six months: higher sales start and reach their peak, 
with the rate of price-cut continuing. 
While in genera! everything 15 three months later, payments 
to labour are not delayed. The cash drain is therefore larger. 
Tax and dividend payments (as well as interest on any 
loan that may be needed) cannot falrly be shown on the 
drawing. Payments to people and creditors and recelpts from 
debtors move steadily; but these payments come in large 
lumps, and are likely to cause embarrassment by their size. 
In general, thelr effect is to accentuate the cash drain, and to 
reduce the cash accretion. In the state of affairs shown in 
Fig. 10, the retentions at a sixth to a quarter of the cash 
accretion will be inadequate to do much more than balance 
the addition to the cash drain. 


We are now starting to strike at the realities of 
the situation. But mix alone is not enough — there 
may not always be products of high contribution 
which can be pushed without limit. In fact, there 
certainly won't be, unless we consciously bring— 
about the situation where there are. Cost re- 
duction can do something; but cost reduction is 
very much a case of diminishing returns for 
effort. The effort can be spent better elsewhere. 


(To be concluded.) 


A. 


October 9th, -1965 ACCOUNTANT | 


Fact: | 
You can't buy this complete modern 


office as cheaply as you can lease it 
Tom Back Arrow 





The entire contents of this office cost only 19/3 a week net—less than 1d. a square foot! 
Leasing office equipmert isn't merely cheaper 
than buying it outright: it's 1595 cheaper. 
And it requires no capital outlay whatsoever— 
not even a deposit! 


BLACK ARROW LEASING 


AXTELL HOUSE, WARWICF ST. LONDON W.1. Telephone: REGent 1482 
Black Arrow offices can also be seen at the Liverpool, Manchéster and Nottingham Building and Design Centres. 


| HERE'S HOW ТО GET THE FACTS | Prove to me how leasing from Black Arrow 7 
| _ send this coupon today, Is tła cheapest way to equip new offices | 
( і or telephone pu local office: | 
| LIVERPOOL: Royal 4888 МАШЕ гыла trien d ed ran Ve Rein el reed tope AT | 
MANCHESTER: Deansgate 2634 
| BIRMINGHAM: Midland 7215 СОМРАМУ. RETE | 
BELFAST: 22289 BRISTOL: 22743 ADDRESS eassaesedsasaosquasesenvsennoshauesuvvusvetetveonteseovaesecursantew vas asrWsdesetasemadusunsedaes 
| А | 
L GLASGOW:Douglas9171 LEEDS:22012 | ННЯ Ac d 


To nearly every company there comes a time 
when long-term capital is needed to expand the 
business, to obtain new equipment, to build or 
secure larger premises. This is the time when 
ICFC can lend a hand. 

ICFC assists small and medium-sized companies 
byinvesting long-term developmentcapital when 
it is most needed. Amounts loaned range from 
£5,000 to £300,000 on the first application. 








If your business 
is due for expansion 
we can help you grow 


Since we were founded in 1945, with the back- 
ing of the Bank of England and the Clearing 
Banks, we have helped about 1,500 companies 
to grow, and are currently investing about a 
million pounds a month. Can we help you in 
the same way? 

Send for our booklet, Capital for Business. Then 
come and talk to us about your specific needs. 


Industrial and Commercial Finance Corporation Limited 

Piercy House, 7 Copthall Avenue, London EC2 

Offices in Birmingham, Bristol, Cambridge, Cardiff, Edinburgh, 
Glasgow, Leeds, Leicester, Manchester, Newcastle-on- Tyne. 


October 9th, 1965 
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The Accounting World 


Topics of Professional Interest from other Countries 


CANADA 


Four Years of E.D.P. Development 


R G. Н. COWPERTHWAITE, F.c.a., referred 
in The Canadian Chartered Accountant for Aug- 
ustto the replacement of the IBM 1401 and other sys- 
tems, new in 1961, by a ‘third generation’ with the 
emphasis on computer ‘families’, Typical were the 
IBM 360, Canadian General Electric’s Compatibles 


400, and the new Honeywell Series 200. Where there · 


were four to five thousand computers in Canada and 


. the United States in 1961, today there are 20,000. 


Mr Cowperthwaite noted the past tendency to 
use data-processing to reduce clerical costs, suc- 
cessful in only a limited number of cases. Today’s 
E.D.P. concept encompassed data transmission, 


optical scanning, visual display and process control. . 


Simultaneous processing of two or more applications, 
from multiple input or output devices, was now 
possible. The ‘family’ concept enabled users to 
expand installation capacity without reprogramming 
costs. Variations in types of input and output devices 
have expanded, resulting in greater use of remote 
devices without manual intervention or intermediate 
processing. 

There have been recent developments in the degree 
of automatic error controls and their availability. 
Mr Cowperthwaite stated that visual display, 
through transmission of electronic impulses directly 
from the computer’s storage, for display in tube 
form, had been used by the Montreal and Canadian 
Stock Exchanges. A combination of the IBM 360 
and RCA Divcon system now provided closed 
circuit television of stock quotations in the brokers’ 
offices. 


RHODESIA 


The Rhodesia Society of Accountants 


R WILLIAM ALEXANDER DUFF, C.A. 

C.A.($.4.), C.A.(S.R.), а partner in the firm of 
Geo. MacKenzie & Co, Chartered Accountants, of 
Salisbury, has been elected President of the Rhodesia 
Society of Accountants for 1965-66. 

Born in Aberdeen in 1911, Mr Duff first went to 
Rhodesia in 1948, in which year he became a member 
of The Rhodesia Society of Accountants. He has 
been a member of its Council since 1960. For a 
number of years he has been closely associated with 
the training of articled clerks both as a member 
of the committee of the Salisbury District Society 
and of the Council of the Society. 


Mr W. J. S. Bosworth, E.C.A., C.A.(S.A.), C.A.(.R.), 
financial controller and chief accountant of the Central 
African Power Corporaticn, Salisbury, has been 
elected Senior Vice-PresiCent, and Mr A. J. L. 
Lewis, Е.С.А., С.А.(8.4.), C.4.(8.R.), who is in public 
practice in Bulawayo, has been elected Junior Vice- 
President. 


SOUTH AFRICA 


New Legislation Affecting Accountants 


i session of Parliamert recently ended has seen 
the enactment of many new laws which will have 
impact at some point or ancther on the daily work of 
most accountants and auditors. 

Quite early in the session, two consolidating laws 
were passed – the one to consolidate the laws relating 
to banking institutions, to be known as the Banks 
Act, 1965; and the other to consolidate the laws 
relating to the registration, :ncorporation, regulation, 
management and dissolution of building societies, 
known as the Building Societies Act, 1965. The latter 
Act has introduced some rather radical changes in so 
far as concerns the maintenance of minimum paid-up 
indefinite share capital and statutory reserve, of 
minimum liquid assets and of minimum prescribed 
investments; the terms of izsue of indefinite shares; 
the lending of money on mortgage and various other 
activities of building societies. 'T'wo changes of parti- 
cular importance in the comercial world are (1) that 
building societies are no longer permitted to accept 
savings deposits from any company with limited 
liability, except 'associations not for profit', and (2) a 
severe restriction has been imposed on the amount 
which any building society may lend on the security 
of the mortgage of immoveable property which is to 
be used for business purposes. 

A short Act to amend the Hire-purchase Act, 1942, 
was passed. The law has now been extended to cover 
agreements relating to movables under which the 

urchase price does not exceed R4,000 (£2,000), and 
шшш, empowers the responsible Mini in 
his discretion, inter alia, to 2xtend the application of 
the Act to specified classes of movables where the 
purchase price exceeds R4,020. 

Ап entirely new Arbitration Act, Мо. 42 of 1965) 
has been enacted and replzces and repeals the old 
laws of the former colonies and territories which now 
comprise the Republic of Scuth Africa. . 

Another new Act, called the Securities Transfer 
Act, 1965, was passed by Parliament. It provides for 
an improved method of trarsfer of certain securities 
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and for a system of certification of instruments of 
transfer by the issuers of certain securities. It relieves 
issuers of securities of certain duties with regard to 
persons under contractual disability and generally 
provides for matters incidental to these provisions. 

The former Administration of Estates Act No. 24 of 
1913, which has served, with very little amendment, 
for more than fifty years to control the winding-up of 
deceased estates has at long last been replaced by 
an entirely new Act, bearing the same title and being 
Act No. 66 of 1965. The new Act has amended and 
consolidated the old law relating to the liquidation 
and distribution of the estates of deceased persons but, 
of perhaps greater importance, has introduced ade- 
quate machinery for the guidance and control of 
administrators of trusts whether created inter vivos 
or by the will of a deceased person. In particular, 
administrators of trusts are now required to submit 
to the Master of the Supreme Court at least once in 
every year a statement of account in a prescribed form, 
accompanied by an audit certificate signed by an 
accountant who must be registered under the Public 
Accountants’ and Auditors’ Act and who was ap- 
pointed in terms of the will or written instrument 
operating inter vivos or, if no accountant has been so 
appointed, by an accountant nominated by the Master 

er consultation with the beneficiaries. 

Amendments to various revenue laws are made by 
the Revenue Laws Amendment Act. These include 
adjustments to the Transfer Duty Act mainly to 
clarify the exemption from duty of any transfer of 
property registered in the name of a ‘foreign’ company 
to its South African registered subsidiary company; 
minor amendments to the Estate Duty Act and various 
adjustments to stamp duties imposed by the Stamp 
Duties Act in respect, inter alia, of leases, marketable 
securities and receipts for amounts in excess of R25. 

The Income Tax Act, 1965, is a lengthy measure 
of 31 sections plus the usual schedules of rates of 
normal tax covering the various adjustments to and 
amendments of the principal Act as foreshadowed 
in the Budget speech. 

Last but not least in importance to accountants is 
the Insolvency Amendment Act, 1965, which, consist- 
ing of 51 sections, amends, adjusts and improves the 
principal Insolvency Act, 1936. 

It is long since so much legislation affecting account- 
ants in almost all spheres of their activities has been 
enacted in a single session of the South African 
Parliament. 


UNITED STATES 


Accountants’ Unaudited Statements and 
Negligence 


ЈЕ Stanley L. Bloch, Inc. v. Klein the Supreme 
Court, New York County, has found a firm of 
certified public accountants, not members of the 
American Institute, guilty of negligence for issuing a 


balance sheet, without disclaimer, which contained 
substantial errors based on unaudited figures. The 
defendants’ claim that the statement ‘merely pur- 
ported to reflect the condition of the plaintiff’s 
books’ was rejected. The Court relied on the ` 
American Institute’s Code of Professional Ethics 
for determining the standard required of the 
defendants. Unaudited statements were presented 
on their stationery without comment, though the 
requirement of the Code was disclosure, on each 
page, that the financial statements were not audited. 
While the damages sought were $140,000, how- 
ever, the plaintiff was allowed to recover only the 
accountants' fees for (1) the year of services rendered 
immediately before issue of the erroneous balance 
sheet, $3,600, and (2) review of the statement, $2,500. 
He failed to prove that the other claims flowed 
‘naturally, directly, and solely from defendants’ 


negligence or breach of contract’. 
Planned Bankruptcy 


N a recent issue of The New York C.P.A., Mr 

Nathaniel E. Kossack, Chief of the Fraud Section 
of the Criminal Division of the Department of Justice, 
tells how ‘planned bankruptcy’ is the newest and 
fastest growing business fraud, and one which 
accountants might play a significant role in fighting. 
He says that each year upwards of two hundred such 
bankruptcies are inspired and controlled by organized 
criminal groups. Hoodlums call it ‘scam’ and, with 
an average amount of $j million for each scam 
operation, the gross annual income in thé Chicago 
area alone is over $5 million. Each operation is 
completed in about one month and seldom more than + 
three months. The problem is extremely serious in 
New York, Philadelphia, Detroit and Chicago. 

А business with an established credit rating is 
sought, with a warehouse containing a large inventory 
and with large liabilities, so that control may be 
obtained with a relatively small cash payment. The 
balance of the purchase price is paid in notes or post- 
dated cheques due in sixty days. 

A programme of massive over-purchasing is 
undertaken, the purchases often having no relation to 
the former type of business, though the creditors 
believe they are dealing with the former owners. 
Financial statements are falsified, purchases are made 
by telephone, personal visits are made to trade shows, 
and everything possible is done to speed up trans- 
actions. Merchandise pours in at the front door of 
the warehouse and out at the back, with all labels 
ripped off, to prearranged outlets. Sale may take 
place at 25 per cent or 50 per cent of the manu- 4 
facturer's or supplier's price, but it is all profit, since 
the goods are never paid for. Bankruptcy follows in 
thirty to forty-five deys. Mr Kossack hopes that 
knowledge of the techniques will enable accountants 
to advise their clients as to the danger signals and to 
plan their defence. 
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The Chartered Accountant 
in Top Management— I 


by JOHN LUNCH, Y.R.D., F.C.A., A.M.INST.T. 


L Introduction 


HERE are many chartered accountants in top 

management in business today in various roles 

but I want to talk about the chartered account- 
ant as head of finance and economics in a busir.ess 
of some size. Inevitably, one's views are coloured by 
one's own ideas and experience, by the philosophies 
of the business in which one has served and by 
one's own observations of what methods are effect ve. 
I would like to make it clear, therefore, that -his 
document represents my personal views. 


2. I have endeavoured in this paper to concentrate 
on matters that I think will be of special interest to 
accountants who are not engaged in top management 
in industry or commerce — and, here and there, to 
mention matters to which the profession does aot 
seem to be giving sufficient attention. 


3. You will appreciate that my references are to 
the normal industrial or commercial business; every 
case must be treated on its merits, and special 
circumstances will call for special measures. 


The financial manager 


4. The head of finance and economics may or may 
not be a member of the board but he will certainly 
be a member of the management team — that small 
group of individuals led by the chief executive which 
undertakes the top: management of the business. His 
colleagues will be the heads of production, marketing, 
engineering, etc. Не may have one of several titles: 
financial director, comptroller, financial controller, 
chief accountant, etc. 


5 His function is essentially creative. He is entirely 
concerned with the future – the past has no interest 
to him except for the lessons he may learn from it. 
Even today is already nearly history, it is tomorrow 
that matters. Indeed his thinking is likely to range up 
to ten or twenty years ahead. As a matter of interest, 
in the P.L.A. our financial plans run up to 1980. 


6. His primary concern is the continuing financial 
soundness of his business—his main objective is 
economic efficiency. That is why I referred to him as 
head of finance and economics because in my opinion 
these two subjects are completely interwoven. The 
financial head of a large business today cannot do nis 
job properly unless he has adequate knowledge of 
economics. He must have a full awareness and 
understanding of the surrounding economic world in 
which his business operates and he must have a close 





understanding of the internal economics of his 
business, 

4. It is necessary to have adequate understanding 
of the way in which the wealth of the community is 
created and enhanced, for this provides his main 
raison d’être; ostensibly concerned to maximize the 
profits of his business, in readity his task is to stimulate 
ever increased economic effiziency in his business, for 
in so doing he adds to the well-being of the com- 
munity of which he is part. 


8. Being economically minded he understands the 
history of changing money values, in which inflation 
во greatly out-ranges deflation. This is essential to 
him for he uses the £ аз the unit of economic 
measurement and must kncw how much his unit of 
measurement has changed, and is likely to change, 
and allow for it. His forecasts of future inflation will 
influence his thinking and plans on many subjects — 
on pension fund investmen-s, on the fixing of long- 
term contracts, the adequacy of his cash flow, etc. 


9. In brief he ie concerned with financial and 
economic management, which has now become 
established as a branch of management as specialized 
and important as poro and marketing. For 
simplicity I will refer to him throughout the rest of 
this paper as the financial manager. 


П. Policy 

Main concern - continuing financial soundness 

то. I believe that this is the main responsbiility of the 
financial manager — first, lact and all the time. It is 
the one thing he can never push to one side or 
overlook for a moment. For if the financial manager 
does not know where he and his business are going, 
it is highly probable no one knows; and the ultimate 
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financial result could be disastrous. I think we will 
all have noticed that the business failures that have 
caught the headlines in recent years have, in almost 
every case, been associated with shortcomings in 
financial management. 

11. His main instrument in this is financial planning. 
That is to say, he takes the business plans of all his 
colleagues, puts them together into a global financial 
plan, and then sees how well it fits together; whether 
it will result in increased growth, efficiency and profits; 
what financing will be required; how, where and 
when the finance will be available; and so on. He is 
the auditor of business efficiency - and to some 
extent the architect as well. If he has criticisms of the 
plans he must voice them. If he has suggestions for 
additions or alterations which will improve the 
business plan he must equally voice them. 


12. No business plan remains fixed for any length 
of time. Situations are constantly changing, new 
opportunities appear and expected opportunities 
disappear. It follows, therefore, that the planning 
process is a continuous one and indeed we sometimes 
talk about the 'rolling plan'. 


13. Тће fact that circumstances cause plans to be 
changed quite often is no excuse for lack of planning; 
in fact, the greater the rate of change, the greater 
the planning need. The reason is that planning is the 
discipline that makes people think ahead, foresee the 
opportunities, the requirements, the difficulties. It is 
ийне how much is learned through the process 
of business planning; how many difficulties, such as 
the temporary shortage of labour or finance, are 
foreseen and coped with, and how many ideas to 
improve business efficiency and create business 
opportunities occur in the process of planning. 


14. Equally important, it is widely observed that 
the existence of a plan tends to bring about its 
achievement. When a business announces its plans 
its customers begin to orientate their own plans 
accordingly. The staff within the business become 
familiar with the ideas and objectives of the plan 
and begin to steer affairs towards it, too. Cumulatively, 
hundreds of individual. decisions tend to make the 
plan a reality. 

15. Тће financial manager's planning tool is, of 
course, the budget in its various forms. Here, talking 
about the continuing financial soundness of the 
business he will be concerned only with the top 
summarized budgets, short- and long-term. In the 
P.L.A., as an example, we have a detailed revenue 
budget for a year ahead and in less detail for four 
years beyond that; capital and financing budgets are 
in detail for six years ahead and in outline up to 
fifteen years ahead. 


16. Тће key. documents are really the long-term 
capital and financing budgets for these will show the 
intended capital expenditure over each of the years 
ahead and the sources of finance for this, internal 
and external. Obviously, what cannot be found 
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internally must be found from outside. The budget 
will, therefore, also show the future annual burden of 
finance on revenue. This picture taken over a long 
enough term soon demonstrates the essential need 
for a sufficient internal cash flow. Depreciation plus 
retained profits make the cash flow that is the source 
of internal finance. If this is sufficient to meet the 
capital expenditure needed to keep up the under- 
teking, then, unless there is expansion, there will be 
no need for external finance; and there will be no 
fresh burden of interest or its equivalent. By equiva- 
lent I refer to equity dividends where finance is 
raised through equity issues for cash. 

17. At the other extreme, if all the capital expendi- 
ture required to keep up the undertaking has to be 
financed by fresh borrowing the burden of interest 
will escalate at an alarming rate and we can at once 
recognize that the undertaking is doomed to ex- 
tinction. 

18. The financial manager’s recognized standard of 
viability is thus a simple one. 'T'he cash flow must be 
at least at a level which on average will enable the 
undertaking to be kept up indefinitely, at the same 
size, without fresh finance. Put mathematically, if 
the average life of the fixed assets is n years, then 
each year 1/nth of the fixed assets are used up and 
must be renewed or replaced. Moreover, on average 
an expenditure of 1/nth of the total replacement cost 
of the assets in each year will keep those assets 
regularly renewed or replaced. I am assuming, of 
course, a large business with its assets well spread 
in time. If, therefore, the total replacement cost of 
the assets other than land is, say, £100 million and 
the average economic life of the assets is twenty 
years, then the cash flow must be £5 million a year 
otherwise the undertaking is not viable. 


1g. It is interesting to note that this figure is, of 
course, that usually known and computed as 'replace- 
ment cost depreciation’. This standard of viability is 
the reason why the financing standard for nationalized 
industries in the White Paper The Financtal and 
Economic Obligations of the Nationalised Industries 
(April 1961, Cmnd 1337) was based on replacement 
cost depreciation — though it was expressed in a two- 
part formula. The first part was historic cost deprecia- 
tion and the second part was the supplement to bring 
historic cost depreciation up to replacement cost 
depreciation. 

20. I do not wish to enter into any controversy over 
historic cost and replacement cost depreciation since 
for me there is no controversy. In some twenty years 
in financial management in various businesses I have 
not yet encountered an occasion when the historic 
cost figures for assets or depreciation were of any 
relevance to a business problem — except as a basis 
for adjustment to current price levels. 

21. We see, therefore, that a cash flow equal to 
replacement cost depreciation is the minimum 
standard for the viability of an undertaking which is 
maintaining its size. If the undertaking is expanding 
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then additional finance will be required. It is 
obviously reasonable to obtain this from fresh 
borrowing, just as.one would need to do waen 
setting up a new business. Indeed to borrow the 
finance on, say, debentures will give the equity 
shareholders the advantage of ‘gearing’. By restricting 
equity dividends, the fresh borrowing and its conse- 
quent interest burden can, perhaps, be avoided — but 
this is not ‘free’ capital, for the equity shareholders 
have merely forgone present returns for later retu-ns. 
Obviously here is a matter of judgement in which 
many factors must be balanced. Can funds be 
raised readily on debentures etc.? Can the necessary 

rofitability level be achieved to provide self-finance 
io or expansion? If it can, will the retaining of the prcfits 
in the business satisfy equity shareholders; and so >n? 
These are subtle and complex problems of finarce. 


22. Where external finance on a large scale is 
required, for example in а rapidly expanding 
business, much care and exploration is essential to 
assure the source of that finance. Few things аге 
more likely to keep the financial manager awake at 
night than the signing of firm contracts for large 
expenditures without the certain knowledge of where 
the money is coming from. _ 


23. So much for long-term planning, but zhe 
business will not exist for the long-term unless it can 
pay its wages next week. The short-term cash budget 
is, therefore, an important, day-to-day document. 
This, in a sense, is a secondary matter for if the long- 
term viability and financial soundness of the under- 
taking is assured there will normally be little difficulty 
in obtaining short-term finance, e.g. from the bank, 
to carry the business over a tight period. 


Main objective — ever-increasing economic 
efficiency 

24. Having assured himself of the underlying finen- 
cial soundness of the business and its ability to сату 
forward its plans, the financial manager can turn nis 
attention to his main objective of economic efficiercy 
which makes so many demands on his time and skill. 
This is the field of management accounting, which I 
use as a generic term embracing the use of all kirds 
of figures to assist management, though the heart of 
it will normally be a bu control system. 


25. Management accounting today embraces the 
use of information derived from a variety of figcre 
techniques with which the financial: manager must be 
familiar. These range from the familiar accountirg, 
costing and economic studies into more modern fields 
such as marketing and operational research. I deal 
with this subject in more detail later but I would like, 
at this point, to put forward some general poirts 
which seem to me to be very important. 


26. The first is that the financial manager посве 
either control or have unrestricted access to this wide 
range of figure information. With the developing use 
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of computers, usually under the control of financial 
managers, and the integration of finance and econ- 
omics, there is, I think, much to be said for the 
financial manager directing a large part of this work. 
Market research is in many industries very much a 
part of the economist’s wor and can fall, in my view 
and experience, happily into the financial and 
economic sphere. Operational research, on the other 
hand, is often more closely allied to work study in 
the factory. Whatever the errangement, close liaison 
is necessary since all these techniques are essentially 
economic in their purpose, must be fed with the 
necessary cost etc. information, and must make their 
results available to help the financial manager. I was 
interested to read the other day an advertisement by 
a leading company for management accountants 
showing that their primary responsibility was ‘for 
assessing and reviewing the zost and market effective- 
ness of the business’. 


27. My second point to which I attach a lot of 
importance is that most progress is made by specific 
studies rather than by systems. Naturally, there must 
be a basic system producing the essential financial, 
costing, statistical and econcmic data. But to attempt 
to develop this into a system designed to provide 
the answers to most of the questions is a profitless 
pastime. The result will be very expensive, very 
cumbersome and only partizlly effective. 


28. My puces ів tkat there should be this 
basic system, supported by small teams of very able 
people, who, taking one aspect at a time, study it-in 
relation to the whole business problem and produce 
a report that can be understood by any business man. 
This report must give recommendations for action. 
In business we are not inte-ested in reports that do 
not lead to action ~ rememtering though that much 
information is required as a background for decision 
making. 
Nes Thirdly, the financial manager and his senior 
will be able to achieve their objectives best by 
joining in the hurly-burly of the business, by living 
with the business as part of it, joining in the explora- 
tion and discussion of problems, the evolution of 
solutions and participating in the decision making. 
'There is no place here for the remote, unconcerned 
recorder of facts. 

30. Fourthly, a main requirement of the Бале 
manager is sound business sense. His task is to be a 
business-economist, bringing to the business к 
the contribution of all sorts of figures. 
thought and analysis, the ability to simplify, and 
above all to communicate, ar» essential. The financial 
manager must be able to draw upon and weave 
together the implications of very many figures. He 
will not, of course, feel at al. bound by the books of 
account which are to him n» more than one of the 
many sources of reference for data. 

31. Personally I find that the ‘book-keeping’ 
approach to business problems is confined to business 
men who are not accountarts. How often one has 
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encountered the view 'but I do not need to charge for 
that, it has already been written down to nothing in 
the books’ or ‘but I cannot do that—- look at the 
amount at which it stands. in the books’. It would 
indeed be tragic if business decisions were determined 
by the particular conventions of book-keeping that 
have been adopted, for good purpose, in relation to 
their own objectives. As every cost accountant 
knows, every cost is an approximation that must be 
shaped to fit its particular purpose — and so it is with 
the figures produced to assist in any business problem. 


.. 32. The accusing finger of inefficiency is often 
pointed at the public sector of business but let it not 

forgotten that recent research into interfirm 
efficiency comparison in the private sector of business 
has indicated that the rate of return obtained, on 
average, by foreign (and in particular U.S.) firms 


operating in the U.K. is on average higher than the -- 


average obtained by British firms operating in the 
same industries. You will also recall the considerable 
doubts expressed a year or two ago when entry into 
the European Economic Community (Common 
Market) was contemplated. Would British industry 
be able to compete with its continental counterpart? 
Here there are obvious lessons to be learned and a 
lot of leeway to be made up, and the financial manager 
in both the public and private sectors of business has 


a great opportunity to contribute to the ever- 


increasing need for economic efficiency or, as it 
could be, the survival of our standard of living. 


The shaping of policy 

33. In many matters the financial manager must be 
the architect of policy. He will be expected to be the 
guide of the chief executive on financial and economic 


policy. 


34. For example, as part of iie overall financial 
policy he must advise on the long- and short-term 
dividend policy to be followed. Generally speaking 
in this country business tends to retain a substantial 
portion of the earned profits — the rough and ready 
proportions, such as retaining half the taxed profits 
and distributing the other half, still apply. I will not 
go into the reasons for this except to say that to 
plough back profits has been encouraged by Govern- 
ments since the Second World War by various 
taxation devices; and that if you use historic cost 
depreciation, the substantial retentions are necessary 
to maintain that essential cash flow. But a restrictive 
bici olicy cannot be accepted as a matter of 

e fnancial manager must make clear the 
КА and economic advantages and disadvantages 
of retaining profits. Having explained the facts he 
should then steer policy into the channel most 
appropriate in the circumstances, in the knowledge 
that the whole of top management fully understand 
the reason for their decision. 


35. In those matters in which the financial manager 
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is knowledgeable, he should guide the determination 
оғ policies and the making of plans for their execution, 
but he must be careful to avoid the pressure to try 
to become expert in everything. If investigations 
reveal weaknesses in the work outside his own area 
of responsibility he must proceed with diplomacy, and 
adopt the role of counsellor, avoiding ruffling the 
amour propre of his colleagues. It can be said that 
when he is accepted as a helpful counsellor rather 
than an unwelcome chief detective, the financial 
manager has broken through to the green fields of 
internal success. External judgement of him is likely 
to be more objective: if his financial and economic 
advice is accepted and succeeds, he is successful; 
if not, not. 


Ill. Management 
ES The most important word in the title of this 
er is ‘management’ and the most important 
ble in this is ‘man’. The financial manager is a . 
Каш manager in every sense and must be able 
to exercise managerial skills as competently as anyone 
else — ranging from important decision-making down 
to the humblest elements of administration. The 

simple mnemonic that I like to use 18: 


x. Think 

2. Plan 

3. Communicate 
4. Act 

5. Follow up. 


Every manager follows the first, second and fourth 
stages, but are the third and the fifth always used? 


37. While discipline 18 essential, the days are long 
past when good results could be obtained merely by 
issuing orders. It is essential 10 communicate the 
reason, the purpose and the objective. Without this, 
delegation cannot be fully effective since subordinates 
can only use their inititiative with confidence if they 
are kept in the picture. 


38. And then communication is an essential 
element of good staff relations. Many of us now have 
to deal with clerical and administrative trade unions 
and I believe this tendency will increase. Where no 
trade unions are involved communication from the 
top to the bottom is essential and, where there is a 
trade union, communication with that body is 
equally important. 


39. Then there is the question of following up. 
Here, I think, we have something to learn from the 
production control system. Why do we not regard 
our offices somewhat as factories and have a control 
section which follows up to see that matters are dealt 
with on time and that instructions given for action 
have not been overlooked? Certainly the financial 
manager will be wise to follow up the important 
matters himself to see that they have been dealt with. 
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You know Mr. Fellow well. He's an old friend— 
and an annual headache, That business of his hə 
built up 50 successfully hasn't done him тисл 
good—as his professional advisers know only 
too well. It employs a lot of people, yes. Its 
export trade deserves a medal, yes. In fact 
everyone seems to be doing very nicely out of it. 
Mr. Fellow's worth a fortune all right—the snag 
is he has no money. АП he's got is a headache, 
which he passes on to you. Right down inside, 
both of you know the cure but. . . well, the word 
‘merger’ doesn't seem all that friendly somehow. 


Supposing it cou/d be done ...a real marriage 
of interests with another company, perhaps a 
group ? It would free his capital, provide finance 
for expansion, cut costs, increase turnover . . . 
Yes, Mr. Fellow would realise hís fortune then 
all right. Butcan his interests be protected—and 
yours ? Nowadays they can. Chesham Amal- 
gamations & Investments Ltd. have negotiated 
many carefully planned business ‘marriages’. 
Not by ‘bids’ and boardroom battles, bluff and 


ex 
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...f only 
he realised the 
fortune he’s worth! 
counterbluff and all that sort of thing. Chesham's 
team of professional Corporate Counsellors 
negotiate under the seal of secrecy to bring 
about a true match of interests at every level. 
The object is to make everyone's life easier . . . 
poor Mr. Fellow's and theotharfellow'stoo, who 
has problems of his own. And yours, of course. 
Moreover, Chesham will meet professional fees 
arising from any negotiations you initiate. 

Chesham act for many leading industrial 
groups and investment trusts in the United 
Kingdom and abroad. We offer a completely 
confidential and highly specialised service both 
to professional advisers, and to companies large 
and small. Our range of professional services 
and advice is available at no charge whátsoever 
to every Mr. Fellow and his friends. Next time 
you meet your Mr. Fellow why not suggest he 
lets you sound out the possibilities ? You can 
get in touch with us by writing to:— ; | 

Sir Miles Thomas DFC Chairman, ог any 
Director of 


СНЕЗНАМ 


AMALGAMATIONS & INVESTMENTS LTD 


Head Office 32 Chesham Place London SW! Tel: BELgravia 4076 
Branch Office 31 Clarsndon Road Leeds 2 Tel: Leeds 35513 
New York Office 37 Wall Street Tel: WHitehall 4-3270 


Directors Sir Miles Thomas DFC (ChRairman), Francis A Singer DSc (Managing) : 
Nicholas A H Stacey, Sir John Eden Bt MP, Sir Neil Shields MC, Sir William Taylor Bt CBE (Associate) 
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. WORLD-SCALE 
“EXPERIENCE OF 
MECHANISED 
ACCOUNTING FOR 
YOUR SIZE | 
OF BUSINESS 


The ABC of Oliveti! Audit accounting 
machine users in England, Scotland, Ire- 
land and Wales Includes Accountants, 
Airlines, and Aütomobile Manufacturers; 
` Banks, Bookshops, and Bullders; Carpet 
Manufacturers, СМ! Engineers, and Co- 
cperative Stores. The rest of the aiphabet 
ја likely to include YOUR trade or pro- 
fession among the Shoes and Ships and 
Secretarial Bureaux, and. Cables, and 
_Kitchen Equipment. 

` Each Olivetti accounting machine Is 
flexible through four Instant programmes 
with additional programme panels easily 
fitted; operates with both-ways carriage 
movement; le simplified down to only 
eleven keys with figures; has a simple 
two-cholce operating routine. Each has 
а complementary model with built-in tape 
punch to integrate with any data pro- 
cessing system based on any computer. .. 
One machine can mechanise your sales 
ledger; purchase ledger; nominal ledger; 
cheque-writing with cash book prepa- 
ration; payroll records Including tax 
cards and pay advices; cost-analysis 
records; and provide you with stock 
control and movement summaries with 
automatio stock action advices. 

, You'll get your money back by getting 
statements out faster and pald earlier; by 
stopping mistakes; by more economical 
stock management. 





ie Бы ’ 


у Olivetti machines do more, cost lese 
A Surely there must be some way in 
which your firm could benefit from 


a 2 Olivetti experience of low-cost. mech- 
о ive | | " anised accounting. Should a repre- 

е . sentative call? Моша you like to have 
more Information at this stage? Please 
write or telephone. 

BRITISH OLIVETTI LTD 
30 BERKELEY SQUARE, LONDON W1 


TELEPHONE HYDE PARK 5011 
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40. The financial manager in the large business 
will have a large staff. His effectiveness is virtually 
dependent on them for what he can do himself is 
obviously very limited. Indeed it may be said that his 
main requirement in this respect is to set up the 
right organization, staff it with the right people, give 
them the right remits and his full backing – and then 
leave them to produce results, 


4x. All managers must manage in their own way, 
in the way they understand, for thus they will be 
most effective. Every top manager will, therefore, 
tend to create his own form of organization, and 
organization will tend to change with top manage- 
ment. I do not think this is wrong. 


42. Equally, I am unsympathetic to the view that 


. organization charts must be predominant and people 


K 


fitted into the charts as best caù be done, This may 
be true at lower levels, but in the more senior levels 
of organization the greatest need is to take advantage 
of the special aptitudes and interests of individuals. 
In practice it is usually a considerable advantage to 
modify the basic organizational chart to achieve this. 
Again, this means that the organization will vary 
slightly with changes in individuals but I do not 
think this is wrong. 

43. Nevertheless, there have emerged today some 
fairly general concepts for the structure of the 


financial manager's organization. It is best if the 
routine work can be divorced from the sections 


dealing with the special problems that constantly 


arise. In this way the routine work can flow smoothly 
and unhindered by special requirements and pressures, 
while those dealing with the business problems can 
concentrate the whole of their.time and energies on 
this essentially creative work without the distraction 


‘of routine бев. 2% 


‚ 44. At first sight this seems to call for a simple 
division between what is ususlly called financial 
accounting, and management accounting. However, 
this may be insufficient, for the management account- 
ing work in the finance and economics department of 
a large moderm business is very varied. and. itself 


contains а considerable amount of routine work, so` 


that it may well be.an advantage to split it. This 
management accounting division needs to be between 
the regular production of monthly etc. results and 
comparisons with the budget, routine preparation of 
statistics, regular economic reports etc. on the one 
hand, and the special examination of business 


problems on the other. The latter will particularly 


include development studies (notably the examination 


Яе of capital projects) and internal economic studies 


designed to enhance economic efficiency in some way. 
Such studies can be very varied; they will cover 
both items on which information has been requested 
from outside the department, and studies initiated 
by the department itself where some aspect of the 


-business seems to call for particular examination. 
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45. This is a period of grest change in clerical work 
of all kinds largely brought zbout by the development 
of computers. One of the most useful administrative 
tools for the financial manager is to have his own 
O. & M. section. In some organizations O. & M. 
work, which might be described as work study in 
the office, is carried out by a central O. & M. section, 
but from my experience I hold strongly that this is 
unsatisfactory. Looking а: recent financial and 
economic О. & M. work in the P.L.A. I would say 
that of the posts that have been eliminated by 
changes of method, as a result of О. & М. studies, 
at least a third could not have been effected by a 
non-accounting O. & M. team since they would not 
have had the necessary knowledge. My O. & M. team 
is led bya chartered accountant who is also responsible 
for all systems analysis and computer programming, 
as well as internal audit. I believe this is a happy 


-combination. It is, in any cvent, necessary to keep 


internal audit apart from tke routine functions that 
it must check and the internal auditors, as they go 
about their duties, are ofter. able to suggest worth- 
while fields for O. & M. stady. However arranged, 
the О. & M. study will Lave as its purpose the 
achievement of the best solution: whether this be by 
manual methods, ordinary accounting machinery, or 
computer. Where they find ғ computer task they will 
be able to do the preparatorr work before handing it 
over to the systems analysts who will prepare the 
instructions for the computer programmers. 


46. In the P.L.A. our first computer began working 


in 1961. That machine has been superseded in turn 


by the second computer and plans are already well 
advanced for this to be superseded i in turn by a third 
more advanced computer in -wo years’ time. To give 
some idea of the impact of the computer and of the 
development of modern management accounting 
methods, our plan for our financial and economic 
staff provides for the doublirg of senior staff and the 
halving of junior staff over a period of a few years. 


47. It may be of interest to outline our approach to 
management problem which obviously requires 


‘the most careful consideration from the point of 


view of staff relations. 


48. As soon as the О. & М. team had been formed 
they undertook two essential projects. The first was a 
preliminary survey of all the areas of work to establish 
the number of staff of each grade engaged upon it 
and to form a preliminary assessment of two things: 
the likely suitable work which could be put on the 
computer; and the probable staffing requirements 
when the plan had been implemented. This was 
essentially a broad survey Сог planning purposes. 
The second project was to examine the age and grade 
structure of the 9oo staff engaged on accounting and 
economic work and to ascertain the likely -wastage 


‘in each grade in each of the sacceeding ten years as a 


result of resignations, retirements, etc. Prom the 
results of these two surveys ап outline plan was drawn 
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up matching the timing of the reduction of posts 
against forecast wastage, while still allowing for a 
certain amount of recruitment each year. The con- 
tinuation of recruitment is, of course, essential to 
avoid creating a gap in the age structure which will 
cause difficulties for decades ta come. This plan 
indicated the order and timing of the studies of the 
various areas of work and estimated the O. & M. 
systems analysis, and programming staff require- 
ments. It also showed the approximate timing and 
extent of the new senior posts to be created and 
enabled some assessment to be made of how far they 
could be filled from within the organization, and how 
far recruitment of specialist staff from outside might 
be necessary, and of the need for special training for 
promotion and succession. 


49. With this plan was, of course, linked the 
establishment of comprehensive training schemes 
ranging from a financial management trainee scheme 
for а small number of most able staff -a scheme 
linked with the recruitment of young economics 
graduates and newly qualified accountants ~- to a 
.short appreciation course on modern business 
economics, management accounting, and computers 
available to every one of the доо staff who wished 
to take it. 


во. The next step was to communicate this 
throughout the financial and economic staff and this 
was done by ‘leap-frogging’ since the passing of a 
message down the organizational chain is not neces- 
sarily satisfactory. I addressed a series of groups 
ranging from senior staff down to section leaders, in 
each case asking the people concerned to pass the 
message to those жа аг under them. Apart from 
the obvious strengthening of the business through 
the saving of expense, the important point was to 
explain to the staff that there would be no redundancy, 
that clerical drudgery would be eliminated freeing 
people for more interesting and valuable tasks, and 
that promotional opportunities would be considerably 
enhanced. At the same time this had to be explained 
to the trade unions concerned who naturally and 
uite rightly were closely watching the interests of 
their members. The operation is proceeding accord- 
ing to plan and we can now see specifically how we 
can achite our target of eliminating some two 
hundred and fifty ‘drudgery’ posts (out of the goo 
total) during the next few years, containing that 
reduction within natural wastage. 


IV. The Pursuit of Economic Efficiency 


51. I have emphasized that the role of the financial 
manager is a forward-looking, creative one. In 
pursuit of economic efficiency he must constantly be 
taking a view of the future and this means that he 
must have within his department specialists in 
economic forecasting. Forecasting can be divided 
into two main types: short-term and longer-term. 
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The former usually covers periods of up. to three 
years; the longer can, and often does, cover periods 
as long as twenty years. Short-term forecasting has 
zs its main purpose the provision of a basis for 
budgetary work. The introduction of major changes 
and large new developments usually has a gestation 
period of at least three years; hence longer-term 
forecasting is really concerned with periods of three 
to twenty years ahead. 


52. In recent years long-term forecasting has 
become increasingly accepted in most fields of 
industry and the various techniques used, particularly 
market research interviewing, are receiving con- 
siderable attention. In the past, forecasting tech- 
niques have been in tke field of the economist, but, 
as Í said earlier, finance and economics are now 
becoming inseparable. Accountants must inevitably 
draw closer to economics. 


53. A good starting-point for the financial manager 
in search of greater economic efficiency is major | 
new projects -for these will largely determine 
revenue and costs for years to come. Ав businesses 
become more capital intensive so the assessment of 
capital expenditure projects becomes increasingly 
important. Most businesses today produce economic 
assessments of all items of capital expenditure of any 
size to establish the return on capital or the pay-back 
period of the project. Тће aim in doing this is twofold: 
to ensure that major capital projects are not under- 
taken unless they yield a suitable rate of return, and 
to marshal the projects for approval in the best order. 
In the public sector tie financial manager may also 
be involved in cost benefit analysis; this 1s to supple- 
ment the usual business economic assessment with 


measurements of the economic benefit and costs ^ 


of a project to the consumers and to society as a 
whole. Capital project assessments involve a stud 
of the make-up of the capital expenditure and, 
although this is not yet common in this country, 
the new technique of value analysis (see paragraph 76) 
can be useful here. Capital project assessments also 
involve estimates both of future demand and of 
future prices and costs. Here the financial manager 
needs to draw freely on all the forms of market 
research available (economic forecasts, marketing 
research interviews, ctc.) as well as the results of 
work study, costing studies, and his internal economic 
studies generally. 


54. From this the arnual net return can be obtained 
throughout the life of the asset — the earnings profile – 
and one can express these returns as a percentage of 
the capital employed. The use of discounted cash 
flow methods can be helpful To the financial... 
manager the profit profile over time can be all 
important. Profits earned in the first or second year 
after investment are clearly more important (and 
therefore should be given a higher weight) than 
profits which accrued in, say, the twentieth or 
twenty-fifth years, end the discounted cash flow 
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method is a convenient way of taking account of this. 
It should be stressed, however, that the discounted 
cash flow method cannot, in itself, tell you which 
investment projects to undertake and which to 
reject. It can oply, like the conventional return on 
initial outlay, be an aid to decision-making, to belp 
reach a considered view of what the most likely 
financial outcome is going to be. As far as possible, 
foreseeable matters should be reflected in the 
earnings profile, leaving as little as possible to the 
judgement of risk. Clearly a project which has a 
large element of risk (perhaps because it involves 

t equipment or because the product which 
it is going to produce is subject to fashion changes) 
must show a higher return if it is to be worth under- 
taking, than one which has practically no risk. In 
assessing risk, it is very often helpful to recalculate 
the returns on the best and worst assumptions. 


55. However, it rarely happens that capital expendi- 


.ture takes place on a ‘green field’ site. The more 


usual case is the one where new assets are created as 
part of a process of improvement or extension. In 
such circumstances the financial manager must not 
only be satisfied that the return on the new investment 
is adequate, but that the continuing old investment 
is being adequately remunerated. In particular he 
must be sure tbat the investment is not merely 
reducing a loss in the sector as a whole. Much of 
the British Railways modernization expenditure in 
the fifties paid too little attention to whether -he 
service as a whole was needed, ‘i.e. was profitable. 


56. It must not be thought that the financial 
manager should only come in at the capital evaluation 
stage. By association with the planners at the earliest 
stages the economic assessors can investigate various 
alternatives and indicate the most economic of them, 
thus concentrating planning effort in the most 
fruitful direction. 

57. After the project is operating a follow-up 
assessment must take place to evaluste how far 


things have worked out as expected in the full 
assessment; and where circumstances have changed 


"the financial effect must be considered. These follow- 


up assessments are difficult but not impossible, and 
must be regarded as an integral part of the project 
procedure, the main object being to learn lesscns 
which can be useful for the future. 


58. Turning then to the running business, I 
believe that internal economic studies, an essential 
part of management accounting, can make a ccn- 
siderable contribution to increased efficiency. 'Ihe 
management accountants have all the key figu-es 
available to them and, given the time to study them 
in relation to the surrounding business, and some 
business acumen, it must indeed be surprising if Беу 
cannot bring out matters that have been overlooked 
and observe fresh opportunities. Often the mere 
comparison of busiriess sectors that are not dissimilar 
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is revealing: certain methods are shown to reduce 
costs; one sector gets better utilization of men and 
materials than another; and so on. Studies of the 
economics of plant replacement can be helpful — it is 
often better to renew earlier than is the custom. 
Given adequate economic and market research 
information, incipient decline or change in the 
particular sector’s trade can perhaps be foreseen, 
and action planned in good time. The economics of 
shift working can be evaluated; and so on. 


59. In particular, adequate knowledge of costs, 
and how they vary, and why, wil enable both 
operating efficiency and a creative pricing policy to be 
developed. One of the most important tools for 
furthering economic efficiency is pricing policy, and 
I am not sure that this is as widely appreciated as it 
should be. In a free society, people cannot be 
dragooned into economic efficiency, but they can be 
persuaded through their pockets to choose the 
economically efficient course. 


бо. Тће financial manager clearly has a con- 
siderable role to play in the development of a creative 
pricing policy. He must provide details of the costs 
of each product or each service offered and how and 
why they vary. The cost of providing the consumer 
with one pint or two half pints of bottled beer will 
be significantly different. The study of how and 
why costs vary is very important. You will recognize 
this as marginal costing, but I prefer to avoid the 
term as it causes some confusion, especially in , 
economic circles. Cost variability studies have to be 
detailed and related to the specific circumstances, 
The time scale being considered is important – in the 
very long run all costs are variable – and usually 
‘step costs’ are encountered, e.g. where the variable 
cost is small up to a certain further level of production 
and then jumps as another s in production 
capacity is required. Cost lines on break-even charts 
should strictly reflect these steps. 


61. The accountant must make these studies so 
that he knows the financial benefit of different 
demand patterns, and can offer advice on the prices 
to be fixed. However, the accountant's duty does not 
stop at finding out what the costs are and how they 
would vary with different demand patterns. He must 
also do his best to discover what the coste should be 
in relation to the market. He will recognize that 
when costs are high trade may be lost if prices are 
geared to them. Accordingly, he must apply special 
effort to ensure that costs are reduced to a marketable 
level, bearing in mind that cost reductions may stem 
from productive or marketing operations. He must 
have adequate knowledge of market conditions and 
especially what competitors' costs and prices are, and 
the extent to which customers are influenced by 
prices or services, or both. Here again market 
research is essential for the financial manager. 


(To be continued.) 
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| Weekly: Notes 


ASSOCIATION'S BOOKLET ON 
CORPORATION TAX 


N our issue of September 25th, we gave details of 

the explanatory booklets on the Finance Act, 1965, 
prepared by The Association of Certified and Cor- 
porate Accountants and explained that the appear- 
ance of the third booklet had been delayed. This is 
now available under the title Corporation Tax — I: 
General Provisions of the Finance Act, 1965, and 
covers the whole field of the new tax with the excep- 
‘tion of the close company provisions which were the 
subject of the separate Part II booklet. 

This last booklet to appear is also the bulkiest, 
extending to 104 pages, preceded by a table of con- 
tents referenced to the 212 paragraphs. The first section 
deals with persons chargeable, periods of assessment 
and the manner in which the various items of income, 
outgoings, losses, etc., require to 5e treated in com- 
putations. Thirty paragraphs are then devoted to the 
complex subject of distributions, and corresponding 
space is taken up with consideration of double 
taxation relief, of the various special classes of 
company and of the complicated transitional pro- 
visions. The skill with which practical examples have 
been integrated with the text makes for easy reading, 
the more so as the fifty-seven illustrations are laid 
out with a wealth of detail. 

Readers would do well to take zn early look at the 


last paragraph which draws attention to the fact that ` 


а company can take advantage of the transitional 
cessation provisions by contriving an artificial ter- 
mination, except as regards income chargeable 
under Cases I or II of Schedule D. This device has 
hitherto been of limited value but the fact that many 
taxpayers are being deprived of the 'terminal ad- 
vantage’ formerly built into the system by double 
assessment in the opening years of a source will 
provide an incentive to ‘get even’ with the Exchequer 
and it would not be surprising if the next Budget 
saw a move to counteract the possibilities in this 
direction where the source continues in existence in a 
similar form. : 


BUSINESS EFFICIENCY EXHIBITION 


TRE fifty-sixth National Business Efficiency 
Exhibition at Olympia, London, was opened at 
an inaugural luncheon last Monday by Mr Douglas 
Jay, President of the Board of Trade. In the course 
of his address, Mr Jay congratvlated the business 


1 Available from the offices of the Association, 22 
Bedford Square, London WCz. Price ros. 
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equipment industry for a record exports total during 
August of over £34 million, which brought the total 
export figure for business equipment for the first 
eight months of this year to almost £36 million – 
6:6 per cent higher than the similar period in 1964. 
This, he said, was a welcome contribution to the 
National Plan which called for 25 per cent growth by 
1970. This, however, could not be achieved without 
an all-round improvement in industrial efficiency. ' 

Earlier, the President of the Business Equipment 
Trade Association, Mr C. A. Levett, had criticized 
the Government for cutting back its expenditure on 
office machines which could reduce costs of adminis- 
tration. Mr Levett also observed that British com- 
mercial attachés abroad should use British equipment, 
rather than foreign which was often the case at 
present; and such attachés should be recruited from 
commercial sources instead of the diplomatic service. 
He offered the facilities of the business equipment 
industry in providing courses for present attachés to 
gain a better appreciation of commercial require- 
ments and techniques. 

About fro million worth of equipment is dis- 
played at the exhibition which will be open until 
October 13th. 


GOLDEN SEPTEMBER 


figures of the United Kingdom gold and 
convertible currency reserves for September pub- 
lished this week were expected to be encouraging and 
they are. Official figures show a rise of £61 million 
over the month. Since the figures which the Bank of 
England divulges on the gold reserves bear only an 
approximate relation to the facts (a doubtful tech- 
nique which helps the reserves when they are 
diminishing and thus the reverse when they are 
improving) the gain on the month is significantly 
under-estimated. Most guesses put the actual 
improvement at at least {100 million. 

It is almost certain that the Bank of England repaid 
some of its short-term debts to foreign central banks 
before striking the published figure. It is almost cer- 
tain also that the useful gain in the reserves came in 
the last three weeks of the month after the announce- 
ment of September roth that the Bank of England 
had negotiated further credits with ten central banks 
to safeguard the £ against autumn speculation. In 
the last three weeks the Bank has bought up dollars 
and in spite of this the exchange value of sterling has 
risen. Ап even better sign of returning confidence 
has been that forward discount rates have narrowed. 
АП these signs suggest that money is strongly flowing 
back from abroad into London. 

For the time being the £ has been successfully 
defended but the price has been a heavy one. The 
reserves are now at £948 million but the loan from 
the International Monetary Fund alone stands at 
£857 million, taking no account of short-term credits 


arranged, for example, with the American Federal 
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Take this load 
off your 








Company 





Secretary 





and save money 100 


Keeping shareholders’ records, issuing reports and 
dividends, are routine chores that are much better 
given to outside specialists. By handing the job to 
Union Registrar Services Limited you free your 
Company Secretary to do his real job. You also 
save money. 

Union Registrar Services Limited handle tke 
registration work for many Public Companies and 
a number of Unit Trusts. 


A Computer at your service 

A Computer installed last year, enables very rapid 
and accurate throughput of work. More and more 
companies today are using outside registrars. Why 
not yours? Get in touch with the Secretary of 
Union Registrar Services Limited at the address 
below for a quotation for your Company’s work. 
Telephone Maryland 8525. . 


== UNION REGISTRAR SERVICES 


UNICORN HOUSE, 252/6, ROMFORD RD, LONDON E.7, 
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Knowledgeable 
young people 
choose the 
SCOTTISH 
WIDOWS' FUND 
for 

Life Assurance 


SCOTTISH WIDOWS” FUND 
AND LIFE ASSURANCE 
SOCIETY 


FUNDS EXCEED. £220,000,000 


Head Office: 9 St. Ardrew Square 
Edinburgh.2 
London Office: 28 Cornhiil, EC3 
Tel: Mansion House 5061 
West End Office : 17 Waterloo Place, SW1 
: Tel: Writehall 6041 


Please let me have, withoat obligation, 
а quotation for a low-preralum 
life assurance policy. | 


MR/MRS|/MISS........... mettent | 


asia 
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Transport operation 





gives you economy 
from the start 


Switch your fleet.to Contract Depreciation to achieve a new, con- 
sistent economy.in transport operation, With the CD system cap- 
Hal outlay is ellminated—yet each truck comes to you new and you 
have ail the tax reliefs, Including investment allowance, every time. 
And CD economy goes even further—with regular vehicle replace- 
ment, 1083 of use із virtually eliminated so that fleet profitabllity 
shows a very worthwhile Increase. 

Of no less Importance, operating a modern and well kept floet Is a 
major factor In maintaining and Increasing company prestige. 


There are othar major advantages of CD, already established for 
over 15 years -— 


• а contracts mean fewer idie trucks or part 
onds. 


€ Less maintenance and repairs require fewer skilled (and 
scarce) mechanics and reduced workshop space. 


€ Planned transport есопоту—уоџ can accurately predict 
^ total transport costs well ahead. : 


€ Quotations for tenders can be estimated more com- 
petitively. 

€ Unprofitable administration takes up far less of your timo. 
GET ALL THE FACTS ON CD — send for our brochure 
"Contract Depreciation — the reasons why." Ask your 
secretary to clip the coupon to your letterhead and post 
К ТОрАҮІ 


CONTRACT. DEPRECIATION by 


У) FORD & SLATER LTD 


PIONEERS OF THE LEYLARD APPROVED 


VEHICLE CONTRAST OPERATING SCHEME Wi 
—-STILL THE MOST ECONOMICAL 


Sh am — M — HÁÀ— B —— e — I t m ето i чавона. 











| Yes! Please send me your brochure on Contract Depreciation | 
| Mark for the attention 0f... eel. | 
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THE . 
UNITED KINGDOM 
PROVIDENT 
INSTITUTION 


announces а new 
interim bonus rate of 


PER CENT 
| EN PER ANNUM 
COMPOUND 
(including a special bonus of 8]-%) 


on with-profit policies in force before 
Ist January 1963 and becoming claims 
after rst October 1965 


Policies effected after 1st January 1963 
will rank for interim bonus of 57/-% 
per annum compound. 

' (The corresponding rates of bonus for whole 


life policies in the Тешретапсе Section are 
66/-% and: 58/-% рег annum compound) 


ХААЛ 
1840 
UNITED KINGDOM 
PROVIDENT INSTITUTION 
Sor Mutual Life Assurance 
33-36 Gracechurch Street, London, E.C.3 
Telephone: Mansion House 6543 
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Reserve Bank. The next indication as to how far zeal 
recovery has set in will be the publication of toe 
trade figures next week. 


‘MOTOR CODE’ 
AGAINST PUBLIC INTEREST 


HE Restrictive Practices Court ruled on Monday 

of this week that the Motor Code of the Finance 
Houses Association is against the public interest. n 
consequence these finance houses, which account Бг 
about 75 per cent of the hire-purchase business in ncw 
and second-hand cars in the United Kingdom, will 2o 
longer be subject to the rules of the Code amo2g 


— This is My Life... 
by Ап Industrious Accountant 


CHAPTER 297 


TE head of the accounts payable section of г-у 
department resigned recently to take up a 
substantially better job as accountant in a rater 
old-fashioned wholesale grocery firm. It had a 
widely-spread and rather irregularly planned business 
in the Home Counties and he felt that he сода 
achieve some valuable administrative economics. 
He dropped in recently to discuss his latest problemn. 

He controls several thousand debtors’ ledger 
accounts, 'T'ransactions are continuous, with numerc-is 
credits, allowances and small follow-up orders, zo 
the average customer's ledger card fills up rapicy 
and the balances are transferred to a new card. In 
consequence, these cards proliferate into a masse 
double-banked array of filing cabinets in the селте 
of a long office. Hence his worry: the cabine-s 
weren't guaranteed fireproof. 

The problem had been appreciated for decaces 
past but the previous incumbent never got агол 
to taking constructive action; and the prev-cus 
auditor contented himself with merely reporting t-e 
fact. New blood changed all that. My ex-collezg_e 
and this year's senior auditor fell upon the problem 
like children on a birthday morning parcel. They 
came up with a list of alternative solutions ir 
management’s review. The general manager tI 
said the firm was old-fashioned) turned them all дома, 


~ ` He just didn’t see things as needing a solution. 


Their point was that in the event of fire, the cars 
would probably be a total loss and recovery of {се 
balances due was jeopardized. The G.M. said tls 
was nonsense. All customers were visited сте 
monthly by the company’s team of travellers, cach 
carrying a copy of the account due at the previa в 
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themselves which limit commissions paid to the motor 
trade for introducing business. 

One result of the ruling is likely to be that 
motorists will have to pay more for their credit if 
competition develops among <inance houses to attract 
business from car dealers by raising discount rates. 
Initial remarks from the large H.-P. houses have been 
cautious but they clearly do rot relish the possibility 
of a commission war among fhemselves. 


The decision was given on the negative grounds 
that the Association had, in Фе opinion of the Court, 
failed to satisfy the Court that the removal of the 
restriction in the Code would deny buyers any 
specific benefit or advantage. The general opinion is 


month-end, Even in the unkkely occurrence of the 
destruction of the cards, all customers without 
exception could be circularized with an inquiry as 
to the amounts due. Reputable customers, i.e. 
ж cent of them, he argued. could be relied on for 

onest answers. They werer't likely to claim that 
they had cleared their accounts and challenge proof 
to the contrary. 

'This all depended on one's estimate of human 
nature. My ex-colleague was adamant that past 
history and present newspaper reports confirmed 
the existence of numerous tricksters, swindlers, 
cheats, embezzlers, and characters willing to take 
cheerfully any profitable though illicit windfall. 
Total loss of cards at a month-end meant staking 
the recovery of the now undocumented month’s 
trading on the morality of a host of small traders. 
Even if 20 per cent seized their chance to disclaim 
liability, the firm would be cn the rocks. 

Unfortunately all the proposed solutions were 
expensive. Modern fireproof cabinets or a strong- 
room ran into pretty big figures. Photo-copying or 
duplicate record systems raised costly handling, 
processing and outside storage issues. Up-dating 
of entries to travellers, even on a weekly basis, 
meant loads of paper and am2nding correspondence. 
‘Aw, phooey,’ said the G.M. derisively. “You account- 
ants are too suspicious. Forget this bogy-man 
scare-mongering, and we'll play it Бу ear as we've 
always done.' 

I had a similar problem once, but a helpful in- 
surance broker found the answer. He arranged a 
special loss policy whereby we reported monthly 
our total of outstanding debtor accounts at the latest 
balancing date. If our records were destroyed, then 
underwriters would reimburse us with the difference 
between the last total reportec and the cash collected. 
It was simple, cheap by comparison and reassuring. 
It could be open to abuse, cf course, but that also 
depends on one's estimate of human nature. 

Our senior auditor had immediately pointed out 
the obvious abuse, but we told him not to be such 
а suspicious scaremonger. 
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that the elimination of these self-imposed restrictions 
will raise the cost of hire-purchase to the public. 
There seems little likelihood for the time being that 
the existing high comunission rates paid can be 
reduced for no hire-purchase company is going to 
risk losing its business through dealers at a time when 
the motor-car market is already in a sensitive state. 


F.B.I. SURVEYS REVIEWED 


CONOMIC planning without adequate statistics 
f trends and changes is futile. In Britain both the 
quantity and quality of such data have been greatly 
improved in recent years, which have also seen the 
introduction of ‘forward-looking’ statistics as a means 
of better prediction. Among such data are the results 
of the four-monthly surveys of industrial trends 
carried out by the Federation of British Industries. 
Henceforth these surveys will be continued by the 
new Confederation of British Industry and they will 
incorporate the similar inquiries carried out among 
its members by the National Association of British 
Manufacturers, so that the results will provide a 
wider coverage of smaller firms. This is therefore an 
appropriate time to assess the value of the F.B.I. 
surveys as indicators of past and future trends, Such 
an assessment has been carried out by the Board 
of Trade statisticians and the results are published 
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in the new (September) issue of Economic Trends. 

The highly statistical examination of the results 
indicates that the F.B.I. surveys have consistently 
reflected the movements in output, employment and 
stocks. They have not been so effective, it seems, in > 
indicating the timing of the changes or their amplitude 
in these series. Nor have the surveys proved reliable 
in indicating changes in other important economic 
variables such as exports and new orders. The most 
striking conclusion from this detailed and critical 
review is that the F.B.I. surveys indicated more accu- 
rately the longer-period movements and trends, i.e. 
over the past twelve months, rather than the short- 
period movements during the four months either side 
of the survey date. The Board of Trade statisticians 
suggest that business men tend not so much to elimi- 
nate the purely seasonal movements, but rather to 
relate their current experience to that of the period 
twelve months previously. 

In fairness to the F.B.L, the Board of Trade 
statisticians affirm that as indicators of business con- 
fidence and feelings regarding the state of the economy! 
at the time the surveys were carried out, the Е.В.І. 
inquiries were reliable. And this, after all, is what they 
were designed to do — not what the official statisticians 
might wish they did. Nevertheless, if such critical 
reviews of these data enable them to be modified 
and improved so as to provide better indicators of the 
future, so much the better. 





Finance and 
Commerce 


Ready-mixed 
T: many of us the ready-mixed concrete industry 
means cement mixing lorries taking up space 
we want to use on the roads, but it is an industry 
which has become really big tusiness in a com- 
paratively short space of time. Just how big can be 
gleaned from this weck's reprint taken from the 
accounts of Ready Mixed Conc-ete (United King- 
dom) Ltd. 
eliminating internal sales, the group's 
turnover in its past financial year was £27,938,698, 
of which £22,805,334 was in the United Kingdom 
and £5,133,364 overseas. The total turnover in the 
previous year was £19,120,321, so that the past year 
showed an increase of 46 per cent. Trading profits 
at £1,966,186 against £1,367,225 were up by 43:8 
per cent, a position which, says Mr B. N. Kelman, 
the , does not fully indicate the tighter 


margin being experienced in the industry. Continued 
improvement in efficiency has helped the group 
generally to maintain profit on turnover. 

A continual search after greater efficiency is 

essential in а group for which, through acquisitions 
and internal development, a growth rate of 4o per 
cent а year has become commonplace. Mr Kelman 
himself says that the rate of growth has made 
tremendous demands on staff at all levels. 


Three Ways 
He mentions three important ways in which in- 
creased efficiency is being achieved. Technical 
control is one. Because of its highly specialized 
uses, a responsible manufacturer of ready-mixed 
concrete must be pone to produce concrete of 
very many types. Each ready-mixed concrete pro- 
ducing company within the group has a central 
laboratory and a fleet of vehicles for testing purposes. 
Records are continuously maintained and some 
ten thousand samples are taken each month for 4 
routine examination. Suppliers! materiale are also 
regularly tested 

Ín addition to central laboratories, the group 
maintains a technical training school and a special 
laboratory for advanced research into concrete 
technology. Special, as well as standard, courses are 
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held for technicians, production staff and seles 
representatives and also for administrative staff, to 
ensure appreciation of the technical nature of th> 
industry. 

There is a full-time executive: to direct and co- 
ordinate training throughout the group on technical, 
production, management and administrative aspezte. 
Next year the group is going on to a computer basis 
and the computer will be housed' at new premises 
at Feltham to which group offices are to be moved 
away from Central London. 


ala 


6,116,986 








8, 
£14,593,836 


——À—— 





Subsidiaries 


In accordance with Stock Exchange requirement, 
the report this year gives additional jnformation oa 
subsidiaries. In the United Kingdom, ready-mixed 
concrete production is undertaken through fifteea 
geographically based subsidiaries. There are 2182 
sand, gravel and aggregates 28 well as finance and 
service subsidiaries. 

j Overseas, the company operates through two 
subsidiaries in France, through five subsidiary and 
ten associated companies in Western Germany, 
subsidiary companies in Australia and Israel, sib- 
sidiary and associated companies in Italy, and 
associated companies in Trinidad. Growth has 
taken the company increasingly into the winning cf 
concrete aggregates and also, more recently, into 
the manufacture of pre-cast and pre-stressed con- 
crete units. 

The number of concrete plants was increased 
from 124 to 182 in the past year and of the increas2 
of fifty-eight plants, forty were acquired and eighteen 
were built by the company’s own engineering section. 

„а in the 1964 calendar year the company was responsibls 

7! for over 27 per cent of all ready-mixed concrets 
produced m the United Kingdom, the group's 
production being almost five million cubic yards. 


Missing 

Missing from the group's report is any form of 
statistical record. In a group as rapidly expanding as 
this, it is more than useful — it is virtually essentiz] – 
to have the growth record in terms of turnover, 
capital employed and return at a glance. 

Clearly the internal administration of the grcup 
is of a high order. The accounts for the year to 
June 3oth were in shareholders’ hands on Septem>e- 
13th, which is a sound performance taking the pace 
of the group's development and the extent of its 
operations into account. The profession is represenzed 
on the board by Mr A. V. Endsor, M.A., F.C.A., who 

. is also secretary of the company, and by Mr Р. 
а F.C.A. 

The turnover figures are embodied in the chzir- 
man's report, whereas the view of turnover and ita 
relation to capital employed and to profits would be 
better and more conspicuously placed in a separate 
table. There is plenty of space for this in a repor: 
which presently contains eight pages of pictures. 
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READY MIXED CONCRETE (United Kingdom) LIMITED AND SUBSIDIARY COMPANIES 
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965/66 .. 
tax 
/85 


Loan stock 1973/76 
Loan stock 1980, 


Bank loans 


Limited (Note 5) .. 
CAPITAL RESERVES (Note 4). . 
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Corporation a 

Талайон cquullaatiun 
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MINORITY SHAREHOLDERS' INTERESTS IN 
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CITY NOTES 


HERE is current debate in the stock-markets as 

to how far the market should optimistically 
reflect the winning of the battle for the £ without at 
the same time acknowledging that the battle for the 
economy is only half fought. The Bank of England 
armed with the secret weapon of the ten nation 
credits — secret in extent and terms — has scared the 
attackers of sterling into retreat. 

This famous victory has been greeted in the stock- 
markets with strong rises both in the gilt-edged and 
equity sections. The September gold figures spurred 
the market on. But of late, the machine tool industry 
has reported a falling-off in home market machine 
tool orders, a leading electronics group’s chairman 
has forecast a recession in the radio and television 
industry, a prominent shipbuilding group has fore- 
cast a loss of £1,200,000 for 1965 and there are few 
company chairmen prepared to assess likely business 
conditions over the turn of the year. 

A severe shortage of stock has been a contributory 
factor in the equity rise. Jobbers having successfully 
kept their books even on the market's way down 
naturally have little or no stock with which to supply 
the market on the way up. 

There is a considerable degree of artificiality in the 
present equity position. Prices may prove to have 
пвеп too far too soon. | 


ER gold inflow of £61 million reported for 
September shows clearly enough that the credit 
backing for sterling did the confidence trick in the £ 
foreign exchange market. Not only have the reserves 
outwardly been credited with a rise of £61 million 
but the ‘swap pool’ on which drawings were made 
both in July and August has been replenished. The 
gold figures, however, will probably be just as full of 
riddles in their months of recovery as they were in 
their period of loss and it will be interesting to see 
how future figures move, taking September’s 
£61 million rise as a trend setter. 


» * * * 


Tue London Stock Exchange Councils new 
ruling on what constitutes ‘advertising’ by mem- 
bers and what does not, hardly created much of phe 
City stir. That member firms may be referred to iX ~ 
the Press instead of being described as ‘prominent’, 
‘leading’ or what-you-will stockbrokers is common- 
sense, and permission for brokers to be described in 
local telephone directories as ‘Member of the Stock - 
Exchange, London’ is hardly in the realm of high- 
powered publicity. Тће Stock Exchange is still firmly 
against individual advertising but apparently plans 
an extension of its corporate advertising scheme. 


RATES AND PRICES 
Closing prices, Wednesday, October 6th, 1965 
Tax Reserve Certificates: interest rate 28.11.64 3196 


Bank Rate 


Money Rates ^ 
Nov. 2, 1961 6% Jan. 3, 1963 4% Day to day 454% Bank Bills | 
Маг. 8, 1962 5%% Feb. 27, 1964 5% 7 days 44-54% a months 5#-6% 
Mar. 22, 1962 5% Nov. 23, 1964 7% Ете Trade Bills 3 months 569 
April 26, 1962 44% June 3, 1965 6% 3 months 774% 4 months 534-67) 
4 months 72-14% 6 months 518-60) 
6 months 71396 
Treasury Bilis Foreign Exchanges 
July зо £o 12s 717d% Sept.3 £5 108 6:46d% New York 2'Зо Frankfurt 11'23% 
Aug. 6 5 125 5'414% Бері то £5 тоз 1:60d% Montreal 301% Milan 1751 
Aug. 13 5 105 10:694% Sept. 17 £5 9s 10°81d% Amsterdam 10°08¢ Oslo 20°02 
Aug.ao £5 тоз 799d%  Sept.24 45 2 10:474% ^ Brussels 139722 Paris 13774 
Aug.27 £5 па 2:16d% Ост £5 8: 5'824% Copenhagen 19:318 Zürich 12:09$ 
. Gilt-edged 
As well as the usual prices quoted at the close of business 
on press day, we also give below the quarter-end prices. 
Sept. 30th, Oct. 6th, Sept. 30th, Oct. 6th» 
1965 1965 : 1965 1965 
Consols 4% 634 63% Funding 3% 59-69  .. .. 89i 89 
Consols 24% as s 40 Savings 3% 60~70 m S 8s 85 
Conversion 6% 1972 .. .. 98 981 Savings 3% 65—75 75i 75 fs ог 
Conversion 54% 1974 e 93 93t Savings 24% 64-67 93 933 { 
Conversion 5% 1971  .. .. 93 931i reasury 54% 2008-12 8 884 
Conversion 34% 1969 .. 90 go Treasury 5% 86-89 84% 83% 
Conversion 33% is .. 55 55 "Treasury 34% 77-80 те} 7 
Funding 54% 82-84 . 92 92 "Treasury 315, 79-81 73 73 
Funding 4% 60-90 91$ ot Treasury 24% .. 397 391 
Funding 34% 99-04 61$ 61 Victory 4% . 96k 96i 
Funding 395 66-68 go 908 War Loan 34% . 56$ 56% 
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Punched Card Processing Service 
CONDUCTED ON A SERVICE BUREAU BASIS 


AJAX CALCULATING SERVICE 


ан LIMITED Gee 


15 GREAT ST THOMAS APOSTLE 
LONDON EC4 Telephone CITY. 6111-2 





SYSTEMS 
GO 


Precision printing of Multiple- copy 
continuous statlonery for Computers, 
Tabulators, and Teleprinters. 


KENRICK AND 
JEFFERSON LTD 
Systems Printers 


WEST BROMWICH 
| STAFFS. Phone 1001 








What weight 
does your 
present 
Pension Scheme 
give to growth 
investment 


? 


Enough? 


The percentage of younger people in the population 
—and therefore in employment—is increasing. This 
tends to unbalance the usual pension scheme with its 
bias towards considerations of present wages and 
salaries. 

But a privately administered pension plan can 


make the all-important provision for investment 


growth to meet future demands. This is one of tbe 
ways in which we plan at Chase Manhattan, Today's 
pension plan investment is wisely weighted on the 
basis of future needs. 

Why not have a chat with us, let us show you how, 
In conjunction with an independent, consulting - 
actuary, a plan can be prepared to meet your precise 
requirements. You'll discover just what an advantage 
it is to have a friend at Chase Manhattan. : 


THE 
CHASE 
MANHATTAN 


Executor and Trustee 
Corporation Limited 


о 


6Lombard St, London, E.C.3.'Phone Mansion House 3240 
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A NEW BOOK — JUST PUBLISHED 


STEEL FOUNDRY 
COSTING 


А sub-committee of the а Comics 
BRITISH STEEL FOUNDERS’ ASSOCIATION 


"Production without a costing system is like playing a cricket match without a scorer.’ There 
must be many firms who are engaging in competitive and highly technical production with . 
little idea of the score and without the means to find out. 


This book contains the minimum fundamental requirements of a cost system which the 
small manufacturer requires to control his costs and to calculate the cost of individual jobs 
and which larger manufacturers can expand to meet their own special requirements. 


Detailed definitions on the classification of departments and expense accounts are given, 
together with a description of how the various types of expense are collated and allocated. 
The iniportant feature of cost control and reconciliation with financial accounts is shown; 
and the detailed illustrations of the calculation of costing rates, and their use in cost esti- 
mating and control, should be of great value. 


Though written specifically for steel founders, the clarity and general exposition ar costing 
principles should command the interest of a much wider circle of readers. 


Erice 37/ 6 net 


ORDER NOW 

To GEE & co (PUBLISHERS) LIMITED 
151 Strand, London W62 
TEMple Bar 0852 (7 lines) 


Please send copy(ies) of STEEL FOUNDRY COSTING, by British Steel Founders’ Association, at 
38s 8d post free in U.K. 
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Reviews 


Mergers and Acquisitions: Planning and Action 
by CLARENCE I. DRAYTON, jun., CRAIG EMERSON and 
Jonn D. Gaisworp (Routledge & Kegan Раш L-d, 
London. 425 net.) 


Lytton Strachey said that the English Reformation 
was not merely a religious event; it was also a social 
one. In their own little way, the mius mergera aad 
acquisitions which nowadays are a feature of the 
business structure of the community might be szid 
to be not merely financial events; they have abo 
important social consequences. This point is never 
lost sight of in an interesting analytical study on the 
subject prepared for the Financial Executives 


Research Foundation. The text deals with conditions 


obtaining in America but it has now been published 
in the United Kingdom in identical form in the wel- 
founded belief that, despite differences in the legal 
and administrative systems of the two countries, the 
fundamental problems which confront merger amd 
acquisition architects are usually similar in character. 
The report is divided, as the sub-title suggests, into 
two parts. The first reviews what domestic factors 
the company contemplating expansion, either by 
merger or acquisition, must take into account. These, 
briefly, cover assessments of the manufa 
selling and financial strengths and potentials of the 
concern and it is vital that these elements be kept 
propery! in balance. Then, policy having been fixed, 
the campaign must be planned ahead and this exercise 


К; "includes consideration of the nature of the expansicn 


1 


sought, the facilities which the prospects contens- 

plated should offer, the direction which the search 

for such prospects should take and matters relevant 

to the financing and timing of the prepared pro- 
e. 

The second part of the report describes the teck- 
niques of exploration, approach, evaluation and 
negotiation and the problems of assimilation. It з 
emphasized by the authors that mergers and ac- 
quisitions are not ends in themselves but should ke 
regarded as contributions towards organic develop- 
ment. Thus the purpose of a merger might be 
expressed arithmetically as 1 plus 1 equals something 
more than 2, and an acquisition as 2 plus 1 equals 
something more than 3. 


- Professional Accounting in 25 Countries 


(The American Institute of Certified Public Ac- 
countants, 666 Fifth Avenue, New York, N.Y.roorc. 
$12-00.) 


While uniformity in international accounting stand- 


` ards is desirable, it cannot be achieved until national 


principles and practices are compared. This volume is 
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а praiseworthy effort to do £o in order that the main 
areas of difference which exist may be identified. In 
turn are explained the forms of business organization 
to be found in each count-y, the constitution and 
standing of the accounting profession therein, the 
auditing standards observed, the principles and ac- 
cepted practices of accounting and details of special 
regulations for the floatation of public companies and 
the subsequent quotation ги еѕ. 

Judging from the sections on the United States 
and the United Kingdom, a remarkable amount of 
information has been concisely compressed without 
being crushed and many useful comparisons may be 
made. The overall impression obtained from this 
accounting gazetteer is nct of deep chasms or 
unscalable heights but of the large tracts of common 
ground already prepared for international under- 
standing which goes to show -hat the contador publico, 
reviseur d'entreprises, orokotos logistic, ragioniere e 
perito commerciale, diplomierter bucherexperte and 
konin katkeishi are all brothers under the skin. 


Spicer & Pegler's Practical Auditing 

Fourteenth edition by WaLTER W. Bice, F.c.a. (H.F.L. 
(Publishers) Ltd, London, 3cs net.) 

Auditing: The Examinaticn of Financial State- 
ments f 

by ROBERT L. GRINAKER and Зем В. BARR Sp D. 
Irwin, Inc., Homewood, Illirois, U.S.A. $11.95.) 


Cases in Auditing 

by OswaLp NIELSEN, PH.D., С.Р.А. (Richard D. Irwin, 
Inc., Homewood, Illinois, U.S.A. $10.) 

Auditing: Principles and Erocedure 

‘Sixth edition by ARTHUR W. HOLMES, с.р.А. (Richard 
D. Irwin, Inc., Homewood, Ilinois, U.S.A. $9.50.) 
The first of these books was originally published in 
1911 and, since that far off date, has been trimmed 
and tailored regularly to reflect changes in techniques 
and in the law. The present edition has a completely 
new chapter on the audit of mechanized accounting 
systems and, throughout, the text has been revised 
as required. 

The second and third books are completely new 
publications. Auditing is the more orthodox in 
treatment and concentrates on the work of an external 
auditor. It, too, contains a chapter on the problems 
of checking records kept by mechanical means and 
each section of the text is rounded off with a number 
of searching review questions and practical exercises, 
many of them adapted from actual examination 
questions. Cases in Auditing, on the other hand, is 
more of an assessment of the functions and respon- 
sibilities of ап auditor, illustrated by summaries of 
Court cases involving what the author calls 'Govern- 
mental action’ and by a number of imaginary case 
studies dealing with specific aspects of verification. 
There is also a long section on the evaluation of audit 
staff performance which, although mildly interesting 
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in itself, seems to be completely irrelevant to the rest 
of the text. 

'The fourth book consists of a set of handwritten 
audit working papers of a dazzling perfection which, 
as did Cleopatra's person, ђеррагв all description. То 
add a touch of verisimilitude to these incredibly 
immaculate documents, their author should have 
superimposed some blots; erasures and hastily sub- 
stituted figures; serpentine lines with arrowheads at 
one end; caustic comments, usually ending with a 
question mark, in another hand; a few cross- 
references which, when followed up, lead nowhere; 
and the imprint of a few teacup 'rings'. His choice 
of paper should have been less restricted and should 
have included some sheets unsuitably ruled and, on 
occasion, used upside down or on the wrong side. 
Finally (and this is really a serious criticism), it seems 
unbelievable that every schedule should have been 
prepared by the same clerk. Surely in an audit of the 
size demonstrated some of the work would have been 
delegated downwards. 


Operational Auditing Handbook 


by Braprorp CapMus. (The Institute of Internal 
Auditors, Inc., бо Wall Street, New York, $8.00.) 


The opening and closing sections of this book — 
which was completed just before the author's 
death at the end of last year — deal with the general 
characteristics of internal auditing, the qualifications 
which an effective auditor should have and how the 
techniques described in the main part of the book 
may be applied to any operating area of a business. 
The functional sections — each of which consists 
of several chapters — cover the purchasing depart- 
ment; traffic organization; the handling of scrap, 
salvage and surplus materials; the receipt of goods 
inwards; the recording and control of fixed and other 
physical assets; advertising and sales promotion; 

and insurance programmes. 

As the aim of internal auditing is to contribute to 
streamlined and effectively controlled operational 
techniques, the practical approach to the problems 
discussed is stressed throughout. The author was 
associated for the whole of his distinguished career 
with internal auditing and systems and procedures, 
a fact evident from his crisply authoritative way of 
posing problems and then providing definitive 
answers. 


Science and the Manager 


Бу К. W. REVANS, B.SC., PH.D. (Macdonald & Со 
(Publishers) Ltd, London. 255 net.) 

Dr Revans admits his plain Guty to explain the 
appearance of yet another book on management, for 
this book is not a new treatise on the subject but a 
collection of essays written over the past twenty 
years. The series ranges from :“The sampling of shop 
floor attitudes’ via “The pathology of automation’, 
to the final essay: “The nature of operational research.’ 


It is Mn to find a scientist discussing indus- 
trial morale, h somewhat depressing to find 
but a p: ei to the subject. It is no surprise 
that he ahold produce a first-rate essay on ‘Opera- 
tional research’: potentially the mast fruitful field of "«. 
activity in the application of computers to тапаре- 
ment problems; it is, however, a shock to read that 
‘the use of computers to perform tedious routines . . : 
may be a misapplication no less uneconomic than the 
manufacture of water from pure hydrogen and 
oxygen’, The author must surely know that 
applications have in most cases shown material cost 
savings to their users, which in the long run will 
provide the basis from which to advance towards more 
sophisticated applications. 

This is, however, а good book, full of ideas, though 
suffering, perhaps, from too many flourishes. 


Statistics in Theory and Practice 


Fifth edition by L. R. Connor and A. J. H. ошира 
(Sir Isaac Fitman & Sons Ltd, London. 30: net.) 


This new edition of this book differs from the last 
which appeared seven years ago in that the latter half 
of the work which deals with published statistics has 
been completely revised. The earlier part covering 
statistical methods is virtually unchanged. It is 
intended fcr students taking the Institute of Statis- 
ticians' examinations and, while most of it is compre- 
hensible tc the lay reader, the occasional use of 
algebra to expound some part of the theory may be 
beyond such readers. This is a very good book for 
the serious student of statistics who intends to pursue 
his studies to a higher level and there is no doubt 
that further editions will be called for before many 
more years have passed. ч 


RECENT PUBLICATIONS 


GETTING AND SPENDING, An Introduction to the Market 
Economy, by John Ward Roche, M.A., B.8C.(&CON.), and 
Gomer Rhidian James, B.A. x--236 pp. 81 х 54. Library 
edition 2:2 net, schools edition 10s 6d non-net. The 
Institute of Economic Affairs, Eaton House, 66a Eaton 
Square, London SW1: André Deutsch Ltd, London. 

CASEBOOK ON COMPANY Law, Гү R. S. Sim, LL.B.(HONS.) 
(LIVERPOOL). Cert. Ed. xxxi--349 рр. 8x5}. 25: net. 
Butterworth & Co (Publishers) Ltd, London 

GENERAL FINANCIAL KNOWLEDGE, by A. J. Whiteside, М.А. 
PRÉ рр. 9X54. 35s net. HEL. (Publishers) Ltd, 

on. 


New THONSING IN MANAGEMENT, by Е. de P. Напша, 
xvii+110 pp. 84x 54. 182 net. Hutchinson & Co (Pub- 
lishers) Ltd, London. 

Parry’s VALUATION TABLES, second supplement to the 
eighth ecition. 43 pp. 83x 54. Card covers. ros. The 
Estates Gazette Ltd, 28 Denmark Street, London WCa. 

Tse Busmess ESTABLISHMENT, edited by Earl Е. Cheit. 
хав рр. 84x54. 38s net. John Wiley & Sons Ltd, 

on. = 


EsrATE anc Gurr Taxation, British Tax Review Guides 
series number 3, edited by Professor G. S. A. Wheatcroft. 
ix+158 эр. 10X6. 35: net. Sweet & Maxwell Ltd, 
London. 


These books may be obtained from, or through, Gee & Co 
(Publishers: Limited, The City Library, 151 Strand, 
London Wa. 
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~ Current Law 


Charges Void as Fraudulent Preference 


COMPANY which carried on a business of 
aes land and erecting buildings on it was 
largely financed by R., who in the case of each tranas- 
action took an undertaking by the company's solii- 
tors to hold the deeds to his order and an undertaking 
by the company to execute а formal mortgage рп 
demand. These undertakings were implemented 
after the company had become unable to pay its 
debts as they became due. In two cases memo 


of deposit of title deeds were created, and in the third 


~ 
Tr 


| 


second mortgage. 

У In Re Eric Holmes d Ltd ([1965] 2 All 
Е.К. 333) Pennycuick, J., held that the giving of the 
charges constituted a fraudulent preference and that 
all three were accordingly void under section 320 of 
the Companies Act, 1948, on the company going irto 
liquidation within six months of their creation, save 
as regards two advances made by К. at the time when 
it was agreed that the charges should be created. Tae 
following statement of principle appears in lis 
lordship's judgment: 

‘Where a creditor making an advance takes from 
the debtor a promise to execute a charge at tae 
request of the creditor, the Court will, in the absenze 
of any other circumstances, readily infer that the 
purpose of the parties — i.e. the debtor as well as the 
creditor — was to give the creditor the right to be 
preferred on request. Such an arrangement, although 
for value, is fraudulent and unenforceable, and when 
the debtor in performance of his promise in fact, 
creates the charge at the request of the creditor, tLe 
Court again, in the absence of any other circumstam- 
ces, will readily infer that the intention of tke 
debtor is to prefer the creditor.’ 


The two memoranda of deposit were not registered 
within twenty-one days of their creation, as required 
by section 95 of the Act, though within twenty-ore 
days of the date which they actually bore. 

Pennycuick, J., held that they were not on ths 
account void, because section 98 (2) made the cer- 
tificate of the registrar conclusive evidence that ther 
had been proper compliance with the statutorz 
requirements as to registration, 


Foreign Litigant in Person 


ROCEEDINGS before the Court must be con- 
ducted in English, save that in Wales Welsh mar 
be used. In In the Estate of Fuld ([1965] 2 All E.R 
653), Scarman, J., ruled on the rights of a foreigr 
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litigant in a civil case who does not understand 
English, but appears in person without the means 
for providing for his representation or for an inter- 
preter. His lordship referred to the principle that 
parties must be given a prope- opportunity of develop- 
ing their case, aad of attecking their opponent's 
case, and of hearing and und*rstanding the evidence; 
once those opportunities were given, it was a matter 
for the parties to decide whether to exercise their 
rights or to waive them. Fence a foreign litigant 
must be given an opportunity to provide himself with 
an interpreter. But in a case where there is an inter- 
preter it is in the ordinary course of litigation un- 
desirable for the Court to b2 addressed through an 
interpreter from the well of the Court, though the 
Court has the discretion to allow such a course to be 
taken, or for evidence to be translated into the foreign 


` language as it is given, particularly where to allow 


this to be done would greatly increase the length and 
cost of proceedings, but the Court has discretion 
also over allowing evidence to be translated. 


In the case before him, where a charge which was 
in substance one of fraud vas made against S., a 
German, who was a party tc the suit, Scarman, J., 
exercised his discretion to allow S. to put questions 
to witnesses through an interpreter, to give evidence 
himself in German, to be irterpreted in the usual 
way, and to address the Court through an interpreter; 
but the evidence of witnesses would not be translated 
into German as it was given. 


Documents Relating to Execution of Will: 
Not Privileged 


ЈЕ further proceedings relating to the same estate, 
n the Estate of Fuld ре 2) [1965] 2 АП E.R. 657) 
privilege was claimed by 'T., an executor, for three 
documents which under the gzneral law were within 
legal professional privilege, being statements of a 
witness made at the request o? T.’s solicitors for the 
purposes of the suit. Тће witness whose evidence 
went to the execution of a codicil, had in his possession 
at the hearing copies of at any rate two of the docu- 
ments. 


Scarman, J., held that, as the copies came into 
existence at the request of Ts solicitors, who had 
possession of the originals, the privilege covering the 
originals extended ајво to the copies. But his lordship 
further held that in a probate suit a witness whose 
evidence related to the execution of a will or codicil 
was on that matter the Court's witness, and the 
existence of legal professional privilege did not 
avail to prevent the Court, which was concerned in an 
inquisitorial capacity to reach the truth about execu- 
tion of that will or codicil, frcm insisting on seeing 
documents so privileged, if that was necessary to 
discover the truth cancerning execution. Accordingly 
the documents must be produced so that the Court 
might see so much of them as appertained to the 
execution of the codicil. 
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Correspondence 


The Editor does not necessarily agree soith, or Tana d 
responsible for, the opinions expressed. 


Finance Act, 1955 
Sm, ~ Many problems arising cut of the Finance 
Act, 1965, must now be troubling members in 
practice and it has occurred to us that it would be 
of considerable assistance if some of these problems 
are expressed in your columns and if the views of 
other practitioners can be obtained in this way. 

There are three particular points which occur to 

us at present as under: 

(1) After April sth, 1966, loans to participators 
of close companies will be grossed up at the 
‘standard rate of income tax and the tax deemed 
to have been deducted will have to be paid 
over to the Revenue. This is, of course, the 
same treatment as for divicends declared after 
that date, but although the position of dividends 
declared during the tax year 1965-66 is care- 
fully controlled in the Act, there would appear 
to be no similar provisions in respect of loans 
to participators during the current tax year. 
If this is correct, it would seem that all clients 
who are participators of close companies who 
have surplus funds available should be advised 
to withdraw them from the companies before 
April 6th next if they are likely to need the 
cash at any time in the future. It is not, how- 
ever, clear to us why, in effect, a year's grace 
has been given in this way. 

(2) The Institute of Chartered Accountants’ book- 
let on corporation tax states that there is an 
irreducible minimum of [4,000 in respect of 
the allowance for the remuneration of directors 
of close companies other than whole-time, 
service directors. Does this mean that in the 
case of a close company with a number of 
subsidiaries the proprietor can draw up to 
£4,000 from each company without incurring 
a disallowance for corporation tax purposes? 

(3) If the position regarding directors’ remuneration 
is as stated above, it would seem that an 
increase in the allowance can be obtained by 
splitting up a close company into a number of 
separate companies. For the purposes of 
profits tax, of course, such a transaction would 
have been attacked under the anti-avoidance 
provisions, but there would appear to be no 
similar provisions for corporation tax. 


We shall be interested to hear the views of other 
practitioners on these points. 


Yours faithfully, 
CLEMENT. 
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‘Cash at Bank’ 


Sir, – I have read with amazement the correspond- 
ence in your columns to date on the subject of . 
‘cash at bank’, and have been patiently waiting for ~ 
someone to point out the clear fact that the cash-book 
balance (reconciled as it is with the bank pass sheet) 

is, in fact, one of the balances going to make up the 
total balances in the books of account. ; 

There may well be a difference between this cash- 
book balance and the balance as stated in the bank 
statement; but this is a no greater problem than the 
list of trade creditors as extracted from a purchase 
ledger not being in exact agreement with the state- 
ments as submitted by suppliers. Certainly the 
auditor must reconcile the purchase ledger balances 
with the suppliers! statements. Any differences 
resulting from cash not as yet received, on goods in 
transit, will not invalidate the original extracted 
balances, for these balances are part of the double- 
entry system; and to attempt to enter into a set o fhe 
accounts, balances other than those shown by the 
books of account, would be against the whole tradition 
of double entry. 

‘Cash at bank’ must mean the conventional state- 
ment of the cash balance as reflected in the books of 
account. 

It may well be that there are good grounds for 
abandoning the conventional double-entry system. 
But if that is so, let us deal with the basis of the 
problem rather than selecting one single example of 
‘cash at bank’. 

: | Yours faithfully. 
DAVID PEARLMAN, 


London N3. B.A.(HONS), B.SC.(ECON.), A.C.A. 


^" 
Entertainment Expenses 


Sir, - Mr К. Н. Oates in his contribution, entitled 
"Ihe Budget, 1965', to your issue dated September 
11th, makes some very curious, if not to say misleading, 
statements in his observations on the taxing of busi- 
ness entertaining expenses. 

The Government has not prohibited such expendi- 
ture, consequently management continues to have 
the freedom to decide to incur it if it wishes in exactly 
the same manner as it has continued to have the 
freedom to make certain donations which have not 
been allowed as a charge against profits for tax 
purposes. 

'The view that expense account entertaining had 
become a ‘racket’ has been commonplace for many у 
years, and Mr Oates might more sensibly haven 
diverted his criticism against the ‘spivs’ who exploited 
the situation, rather than against the Government for 
discouraging anti-social behaviour. 

| Yours faithfully, 


London EC4. Е. B. Н. FOX, F.c.a. 
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+ New .Legislatior. 


The date indicates when an Act received the Royal Assent. 


STATUTES 
Chapter 23: Appropriation Act, 1965 
An Act to apply a sum out of the Consolidated Fundto 
the service of the year ending on March 318, 1966, aad 
to appropriate the supplies granted in this Session of 
Parliament. 
Price 4s net. August 5th, 1965. 
Chapter 24: Severn Bridge Tolls Act, 1965 

An Act to empower the Minister of Transport to le-y 

tolls in respect of the use of a new road which croses 
) the rivers Severn and Wye; to enable that Minister, 2 
£y^relation to that new road, to impose prohibitiorz, 
^ restrictions and other requirements for the purpose -f 
preventing obstruction and for the protection zf 
property and otherwise; to provide for the extinguis3- 
ment of any franchise to operate a ferry across the 
River Severn in the vicinity of the new road, and > 
enable compensation to be paid to persons operatir z 
any such ferry; and for purposes connected with tk» 
matters aforesaid. 
Price 1s 9d net. August 5th, 196z. 


Chapter 31: Solicitors Act, 1965 
An Act to extend the powers of The Law Society n 
relation to property in the control or possession =£ 
certain solicitors and other persons, including tke 
distribution of clients’ money; to enable grants to Бе 


E made out of the Compensation Fund established unde - 


‘the Solicitors Act, 1957, in additional circumstances 
and to provide for an additional payment into th=z 
Fund by solicitors; to confer further powers upon The 
Law Society to make regulations with respect to tl 
education and training of persons seeking admissio- 
as solicitors; to make provision with regard to іпѓегегт 
on clients’ money; to amend the provisions of the sar 
Act of 1957 relating to the admission of overse= 
solicitors, the applying for and issue of practisinz 
certificates and the application of fees payable thereor. 
accountants’ certificates, the employment by solicitor: 
of certain persons, proceedings before the disciplinare 
committee and appeals therefrom, restoration to the 
roll, the authentication of documents and local law 
societies; to provide for the revision of certain feex 
payable to The Law Society and certain penalties sni 
for the recovery of moneys in certain cases; and foz 
purposes connected with the matters aforesaid. 

Price 1s 9d net. August 5th, 1965. 


Control of Office and Industria 


| Chapter 33: 
Bau Development Act, 1965 


An Act to impose further restrictions (with retrospec- 
tive effect, in the case of land in the metropolitan 
region) on the development of land in so far as any suck. 
development may relate to office premises; to provide. 
in relation to industrial development, for modifying the 
exemptions conferred in England and Wales by sectior 
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39 of the Town and Country Flanning Act, 1962, and in 
Scotland by section 19 of the Local Employment Act, 
1960; and for purposes connected with the matters 
aforesaid. 


Price 2s 3d net. August 5th, 1965. 

Chapter 34: British Nationality Act, x965 
An Act to provide for the accuisition of the status of 
British subject by alien womer. who have been married 
to persons being British subjects without citizenship by 
virtue of section 13 or 16 of the British Nationality 
Act, 1948, or Britisn subjects >y virtue of section 2 of 
that Act, and for purposes connected with the matter 
aforesaid. 


Price 6d net. August 5th, 1965. 
Chapter 35: Shops (Early Closing Days) Act, 1965 


-An Act to provide for а shop’s early closing day to be 


selected by its occupier; to abotish the power to change 
the closing time on early closing days and the power to 
extend early closing day requirements to exempted 
shops; to substitute the expression ‘early closing day’ 
for the expression ‘weekly hal--holiday' in the Shops 
Act, 1950; and for purposes connected with the 
matters aforesaid. 


Price 6d net. August 5th, 1965. 
Chapter 36: Gas Act, 1965 

An Act to confer additional functions on the Gas 
Council and to make further provision as to the rating 
of the Gas Council and Area Gas Boards; to increase 
the number of members of the Gas Council; to regulate 
and facilitate the storage of gas by the Council and 
those boards in underground strata, and to modify 
section 52 of the Gas Act, 1948; and for connected 
purposes. 

Price 4s net. August 5th, 1965. 


Chapter 37: Carriage of Goods by Road Act, 1965 
An Act to give effect to the Convention on the Contract 
for the International Carriage of Goods by Road signed 
at Geneva on May 19th, 1956; and for purposes con- 
nected therewith. 


Price 1s 9d net. August 5th, 1965. 
Chapter 38: Overseas Development and Service 
Act, 196= | 
An Act to amend the Colonial Development and 
Welfare Act, 1959, and to autaorize the Minister of 
Overseas Development to meer expenses incurred in 
connection with the employmen: of persons in Overseas 
territories, or in respect of conrpensation paid to per- 
sons who are or have been so employed. 


Price 6d net. August 5th, 1965. 


Chapter 39: Criminal uror (Scotland) Act, 
1965 

An Act to amend the law of Scotland in relation to 

admissions and agreements in -espect of evidence in 

trials on indictment, and for purposes connected 

therewith. 


Price 3d net. August 5th, 1965. 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs BOOTH Амреввом & Co, Chartered Account- 
ants, announce that ав from October gth, their address 
will be Imperial House, 15 Kingsway, London WC2. 


Messrs CHALMERS, IMPEY & Co, Chartered Account- 
ants, announce the resignation of Mr Т.Е. ENTWISTLE, 
V.R.D., F.C.A., from the partnership on September 3oth, 
1965, on his taking up a full-time appointment in 
commerce. 

Messrs KinsoNs, TAYLOR & Co, Chartered Account- 
ants, announce that they. have taken into partnership 
Mr D. J. PowzLL, A.C.A., and Mr N. M. GOODMAN, 
А.С.А. 

Messrs Е. Р. Гвасн & Co, Chartered Accountants, 
of 46 Upper. Maudlin Street, Bristol, announce that 
they have admitted into partnership Mr M. А. 
NIBLETT, A.C.A. The style of the firm remains un- 
changed. 


Messrs RAWLINSON & HUNTER, Chartered Account- 


ants, of London Wi, announce that Mr J. К. A.. 


ВІЗНОР, A.C.A., has been admitted into partnership. 


Messrs RAWLINSON, HUNTER, BUTTERFIELD & Со, 
Chartered Accountants, of Hamilton, Bermuda, an- 
ounce that Mr J. К. A. BISHOP, A.C.A., has been admit- 
ted into partnership. 

The partners of Е. Вомгамр & Co, Chartered 
Accountants — Sir WENTWORTH ROWLAND, Bt, Messrs 
Н. J. Н. Greenacre, J. І. STEVENSON, J. Е. К. 
VELLACOTT and H. Ј. EDLER — announce that, having 
been joined in partnership by the following — Messrs 
J. C. Smerners, V. Н. Сгемемтв, C. В. Umney, C. Е. 
Bager, С. J. POLLARD, T.D., Е. R. 5грртв and К. G. 
MILLARD, the name of the firm has been changed to 
ROWLAND, GOODMAN, SEWELL HUTCHINSON & SHEEN, 
but the address remains unaltered: Cross Keys House, 
56 Moorgate, London EC2. The telephone number із 
National 4781. 


Messrs ROWLAND, GOODMAN, SEWELL HUTCHINSON 
$ SHEEN (formerly Е. RowLAND & Co) have formed an 
association with ALBERT GOODMAN & Co, Chartered 
Accountants, SEWELL HUTCHINSON & Co, Chartered 
Accountants, and SHEEN & Co, Chartered Accountants, 
all of Cross Keys House, 56 Moorgate, London ЕС2. 
The telephone number of each firm is National 478r. 


Messrs SHEEN, STICKLAND & Co, of Alton, Hants, 
and Farnham, Surrey, announce that Mr RonERT 
Niven BARD, B.SC.(AGRIC.), C.A., has been assumed 
as a partner in the firm as from October rst, 1965. 
The name of the firm will remain unchanged. 
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REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


Messrs WENHAM, Major & Ставке, Chartered 
Accountants, of Birmingham, London and Walsall, 
announce that Messrs К. B. YATES, A.C.A., and C. У. T. 
HEWITT, A.C.A., have been admitted into partnership 
as from. October rst, 1965. Both will be resident in 
Birmingham. 


COMPANY INVESTIGATION 
Town Centre Properties Ltd 


Mr C. E. M. Hardie, с.в.Е., Е.С.А., of St Alphage 
House, 2 Fore Street, London ECa has been appointed 
by the Board of Trade under section 165 (b) of the 
Companies Act, 1948, to act as Inspector to investigate 


the affairs of Town Centre Properties Ltd. 
THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Luncheon to Lord Mayor 


The President, Mr R. McNeil, F.c.4., and members of 
the Council of The Institute of Chartered Accountants 
in England and Wales gave a luncheon on Wednesday 
at Tallow Chandlers’ Hall. The guests were: 

The Lord Mayor of London, Sir James Miller; 
Lt-Col Alderman and Sheriff Ian F. Bowater; Mr Stanley 
E. Cohen (Chief Commoner); Mr Walter B. Holden 
(Chairman, Central Markets Committee); Mr E. 
Watts (Chairman, Music Committee); Mr F. S. Smith 
(Chairman, Civil Defence Committee); Sir Wentworth 
Rowland Bt (Chairman, G .C. 


Remembrancer); Мт Е.С. Chandler (The City Architect); 
Mr К. S. Walker (The City Surveyor); Colonel ЇЧ. Е. В. 
Shaw (Private Secretary to the Lord Mayor); Brigadier 
R. Н. S. Popham (Тће Swordbearer); Brigadier P. J. E. 
Clap ham (The Common Cryer and Serjeant-at-Arms); 
Colonel G. E. P. Hutchins (The City Marshal), 


Certificate in Management Information 


In view of the interest shown by members in recent 
weeks in the certificate examination it has been decided 
to extend the closing date for registrations for the first 
examination to be held in October 1966 from October 
ist, 1965 until December 1st, 1965. Апу member 
wishing to register as а candidate for the examination 
should therefore write to the Secretary of the Institute 
for a registration card which must be completed and 
returned on or before December rst, 1965. 


COMPANY 


Telephone Victoria 2002 (3 lines) 
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LONDON CHAMBER OF COMMERCE 
Mission to Denmark 


Mr Douglas A. Clarke, LL.B., F.c.A., honorary-treasurer 

де of the London Chamber of Commerce, is to lead an 
eleven-member mission of the Chamber which is to visit 
Denmark next week. 

‘The various members of the mission represent a wide 
range of business interests and in Denmark they will 
meet representatives of leading trade and industrial 
organizations. 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


The programme for the 1965-66 session of the London 
and District Society of Chartered Accountants will 
include three luncheon meetings, a series of evening 
meetings, two residential courses, a one-day course and 
а one-day seminar, 


? Luncheon Meetings 


Ра 
^! ‘The luncheon meetings will continue the general 
theme of last session: ‘Look at a chartered accountant’, 
and will be held at the Connaught Rooms, Great 
Queen Street, London WC2, at 12.30 for 1 p.m. The 
speakers will be as follows: 
November 17th: Rt Hon. The Lord 
G.C.M,.G. Chairman, Industrial 
Finance Corporation Ltd. 
January 18th, 1966: Mr S. Т. Ryder, ing directo 
Reed Paper Group Ltd, ~ SONNEN 
March 9th: Mr Basil de Ferranti, M.A., м.т.к.к., Managing 
irector, International Computers and Tabulators Ltd. 


Shepherd, G.c.z., 
and Commercial 


Evening Meetings 


Owing to the unprecedented demand for tickets for 
aX the first two evening meetings, the place of meeting 
has had to be changed from that shown in the published 
| Programme. The new arrangements are as follows: 
October 21st: ‘Corporation tax’, by Mr J. S. Heaton, 
F.c.A., at Church House, Westminster, London SW1, 
at 6 p.m. 
November 10th: ‘Capital gains’, by Mr S. Kitchen, Е.С.А. 
at Central Hall, Westminster, London SW1, at 6 pun. 
Admission to both meetings will be by ticket only. 
Further evening meetings will be held at the Little 
Ship Club, Bell Wharf Lane, Upper Thames Street, 
London ЕС4, at 5.45 p.m. Speakers and subjects are 
as follows: : 
December 9th: ‘Statistics and internal audit — as used in 
selecting fields for investigation to aid management? 
by Mr J. О. Davies, Е.С.А., a.c.w.a., and Mr H. C 
Mackenzie, D.s.0,, МА. 
January aoth, 1000 pr ud а computer service 
ureau from the office of a practising tant’, 
by Mr A. E. M. Harbottle, d. dm 
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February 17th: "The building-up and maintenance of a 
salary structure', by Mr J. 5. McGavin. 
Members of the Institutes oF Chartered Accountants 
of Scotland and of Ireland are invited to attend the 
above evening meetings. 


| Residential Courses 
November 25th-27th: а general taxation conference at 
the Grand Hotel, Eastbourne. 
March 31st-April 3rd, 1966: A taxation study conference 
— ‘The Finance Act, 1965' – at New College, Oxford. 


One-day Course 
November 2nd: ‘Computers and the accountant’, at the 
Little Ship Club, Bell Whzrf Lane, Upper Thames 
Street, London EC4. 


One-day Seminar 
February 22nd, 1966: "The Institute practice administra- 
tion booklets’ at various boardrooms in the City. 
The Society annual dinner end dance will be held 
at Grosvenor House, Park Lane, on March 18th, 1966, 
and the annual general meetirg on May rath at the 
Little Ship Club. 

Members of the Society are invited by The Institute 
of Chartered Accountants of Scotland to two meetings 
to be held at the Great Eastern Hotel, Liverpool 
Street, London ECz, on “The duties of a city chamber- 
lain’, by Mr Richard Whittington on December 6th, 
and ‘Some problems of valuation of businesses 
following the Finance Act, 1065’, by Mr J. T. Н. 
Macnair, M.C., B.A., Z.A. 


Management Discussion Group 

‘The design of an integratec information system’, 
was the subject of a talk given last week by Mr J. R. 
Potts, of Standard Telephones and Cables Ltd, at 
the first meeting of the 1955-66 session of the 
Management Discussion Group of the London and 
District Society of Chartered Accountants. The next 
meeting of the group will be on November and when 
Mr D. G. Lee, of Robson, Morrow & Co, will speak 
on ‘Organization’. The group zoncludes its meetings 
for 1965 on December 7th, when there will be a 
talk on ‘Capital expenditure projects’, by Mr A. 
Sykes, of The Rio Tinto Zinc Corporation Ltd. 

In the New Year, addresses will include ‘Operational 
research — how the accountant can help’, ‘Budgetary 
control that works’, and ‘Marketing’. All these meetings 
will take place at Williamson’s Tavern, 1 Groveland 
CE Bow Lane, Cheapside, London EC4 at 6 for 

.I§ p.m. 


Data Processing Discussion Group 
The first meeting of the 1965—56 session of the Data 
Processing Group of the London and District Society 
of Chartered Accountants will be held next Tuesday 
when Mr T. Teichrer, of Esso Petroleum Co Ltd, 












book (without obligation) on application -0: 
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will give а talk on ‘Integrated information systems’. At 
the meeting on November oth, Mr M. Albu, of the 
Ministry of Technology, will speak on “The acceptance 
ee oe ee a 
representative of І.С.І. Ltd (Paints Division), will 
speak on ‘Experimental use of data-transmission’. 
Meetings in the New Year have been planned for 
January 11th, February 8th and March Sth, for which 
speakers and subjects will be announced later. 

'The meetings will take place at Williamson’s Tavern, 
пи Court, Bow Lane, London ЕСд, at 6 for 

.30 p.m. 


г. LEARNING ABOUT BRITAIN'S TAXES 


"Twenty-five senior tax officials from twenty countries 
are at present attending a ten-week British Council 
course on taxation. The course, which commenced on 
October 4th, and continues until December gth, has 
been arranged in collaboration with H.M. Treasury, 
the Customs and Excise, Board of Inland Revenue, 
Inatitute of Municipal Treasurers and Accountants, 
and the Ministry of Overseas Development. 

During the first four weeks there will be lectures on 
methods of government and administration in Britain 
with particular reference to financial administration 
and control, and direct and indirect taxation and local 
Government taxation. ‘Course members will spend the 
last six weeks, according to their special interests, on 
attachment to the Board of Inland Revenue, Customs 
and Excise, local authorities, or other Government 
departments with the exception of the Treasury. 


CITY DISCUSSION GROUP 


The next meeting of the Chartered Accountants 
City Discussion Group will be held next Wednesday 
-at the White Swan, Coleman Street, London EC2, 
at 6 for 6.30 p.m. The subject for discussion will be 
‘The capital gains tax’. Mr R. J. Pickerill, r.c.A., of 
the taxation study group will open the discussion. 


CHARTERED ACCOUNTANT STUDENTS’ 
SOCIETY OF LONDON 


Annual Dinner 


The annual dinner of The Chartered Accountant 
Students’ Society of London, which is to be held on 
December 13th, is one of the oldest social occasions of 
the profession: this year’s will be the fifty-second, and 
it is known that similar functions were held long before 
the dinners were recorded. 

It has also become one of the largest functions of its 
kind to be held.in London, and the numbers attending 
at Grosvenor House, Park Lane, make it essential that 
there should be early application for tickets. Members 
who wish to attend should ask the Secretary for an 
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application form which must be returned by October 


29th 
Lecture Meeting 


Mr В. О. A. Keel, F.c.A., managing director, The 
Heinemann. Group of Publishers Ltd, and a member - 
of the Council of The Institute of Chartered Account- 
ants in England and Wales, will deliver a lecture 
entitled ‘The accountant in industrial management’, at 
5.30 p.m. on Monday next, October 11th, at The Little 
Ship Club, Bell Wharf Lane, Cannon Street, EC4. 


REVENUE PAPER 
Michaelmas Sittings, 1965 


The following casea аге down for hearing during the 
Michaelmas Sittings, 1965. 


House or Lorps ; 
Ralli Bros Ltd о. C.I.R. (awaiting jugement) 
Public Trustee and Another v. СЛ.Е. (awaiting judgment) 
B. W. Nobes & Co Ltd v. C.LR. 
Chancery Lane Safe Deposit and Office Co Ltd v. СІВ. 
Coathew Investments Ltd v. C.I.R. 2 
C.LR. v. Parker. E 
Court or APPEAL ? 
Soul v. С.І.К. 


C.I.R. v. Tomlinson. 

C.LR. о. Park Investments Ltd. 

Harrison v. Willis Bros (H. W. Willis and others). 
Andrew v. Taylor. 

Shoe & Store Development Ltd 2. C.I.R. 


Hicg Соовт (Chancery Division) 
Morrisons none оова Ltd v. СІВ. . 
John Mills Productions Ltd (in liquidation) v. Mathias, 
John Mills Productions Ltd (in liquidation) e. С.К. 
C.I.R. е. John Mills Productions Ltd (in liquidation). 
Johns v. Wirsal Securities Ltd. 
Wirsal Securities Ltd v. Johns. d 
Muir v. C.I.R. 
Rogers v. Longsdon. 
Clayton v. Lavender. 
Davies v. David Jenkins & Co Ltd. 
Cannon Industries Ltd v. Edwards. 
Brown v. C.LR. 


Treharne v. Guinness Exports Ltd. 

Thomson v. White. 

Princes Investments Lid, Princes Realisations Ltd, aaa 
Investments Ltd v. СТЕ. 

Clore v. СТЕ. 

Weiss v. Naylor. 


G. P. Hall Ltd v. Мешеу: 

G. P. Hall Ltd v. C.L.R. 

Shadford v. H. Fairweather & Co Ltd. 
'Thompson v. Bagnall. 

Масвара Investment Co Ltd v. Lupton. 
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Reporting Depreciation 


NE of the most perceptive essays on depreciation yet 

attempted begins with the bland statement that ‘writers 

on depreciation seem to agree or nothing except that 
other writers on the subject are somewhat confused'l, If this 
assertion is true and if it applies to praccitioners as well as to 
theorists, then the accountant called upon to express an opinion 
on-the adequacy of the depreciation charges in a series of financial 
accounts which are incorporated in a prospectus or similar 
document takes on a very considerable responsibility. If he did 
not audit the constituent accounts himself then he has to examine 
the position in some detail in order to report to the Quotations 


- Department of The Stock Exchange that he has satisfied himself 


that the provisions for depreciation and amortization charged in 
arriving at the reported profits and losses are, in his opinion, 
reasonable. 

Even if he did audit the accounts in. ен he has still to 
make a reassessment of the position in the light of the particular 
circumstances in which the figures are being. used. Accounting 
is very much an evolutionary subject and what may have been 
good practice ten years ago might well ncw be du vieux temps. 
In this connection, the accountant should always keep in mind 
the Frenchman who qualifed a philoscphical expression of 


. opinion with the disarming remark — ‘What I say below represents 


only conclusions with which I would idertify myself if I were 
obliged to stop thinking today'. 

Aware of the difficulties involved and of the exacting demands 
of the Quotations Department, the Council of The Institute of 
Chartered Accountants in England and Wales, after consultation 
with the Council of The Stock Exchange, has just issued a 
statement (which we produce on another page) summarizing the · 
obligations of and requirements for the reporting accountant 
regarding the disclosure of depreciation. -t should be read in 
conjunction with the Institute Council's previous statements 
already contained in the Members’ Handbook on prospectus work. 
Two main modifications are noted and it cennot be said that the 
reporting accountant's task has been made any easier, because of 
them. This, however, is a secondary consideration. What really 
matters is that, first and foremost, the prospective investor should 
have greater confidence in the accuracy of the information being 
presented to him; and, second, that by being asked to exercise 
his skill and judgement as well as simply reporting facts, the 
accountant is adding to the status of his profession. : 


1 Studies tn Costing (Sweet & Maxwell Ltd), page 292. 
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CORPORATION TAX ME 


2.7 THE 
`` ACCOUNTANT 


October 16th, 1965 : 


Shortfall i in а, — Ш. 


began to deal last week with the 

ban in paragraph 12 (1) of Schedule 18 

to the Finance Act, 1965, on regard 

being paid to business requirements when the trade 

or business has ceased. Paragraph 12 (2) modifies 

this ban in relation to certain creditors, and 

paragraph 12 (3) excludes from these creditors, 

broadly speaking, participators and their associ- 

ates. It then provides that a debt is not to be 

ignored on these grounds if it falls into any of 
the following categories: 


(a) it arose in the ordinary course of the busi- 
ness both of (i) the close company and (ii) 
the creditor (or the participator or associate 
who was the original creditor); 

(b)it is a debt for ‘remuneration’ chargeable 
under Schedule E; or 

(c) it is both (i) a debt for the use of either 

. tangible property (e.g. rent) or of copyright; 
and (ii) not more than ғ reasonable com- 
mercial consideration for such use. 

Paragraph 13, makes like provision for a close 
company which goes into liquidation. The assess- 
ment on a shortfall for an accounting period 


ending in or with the twelve months ending with, 


the going into liquidation is to be made on the 
footing that the distribution was made immedi- 
ately before the company went into liquidation. 

It is possible for a company in liquidation 
to carry on a trade or business through its 
liquidator acting as its agent. If it does, then 
section 77 (and also section 78) is to apply 'ав 
though the company were not being wound up’. 
When the trade ceases, paragraph 12 is to apply 

‚юг any accounting period after such cessation 
(paragraph 13 (3)). 

It will be recalled that the shortfall is to be 
assessed to income tax on the company as though 
it were a gross dividend paid twelve months 
after the end of the accounting period. The 
assessment will be for the income tax year of assess- 
ment in which this deemed dividend is deemed to 
have been paid. Now it may be that for that year 
of assessment the company has a surplus of 
franked investment income; that is to say that 


- spell of non-closeness is therefore to be avoided. 


the franked investment income of that year, 
together with the surplus of franked investment - 
income brought from a previous income tax 
year, exceeds the actual distributions for that 
year. The company may in those circumstances 
claim to have the shortfall set off as far as may be 
against this surplus franked investment income, 
primarily against that part of the surplus which re-. 
presents a previous surplus brought forward. The 
company cannot pick and choose, it must elect 
to set off the whole shortfall (or so much asthe 
surplus franked investment income will cover) Po 
(section 77 (5). There are other provisions, ^ 
applicable to all companies, for set off of surplus 

franked investment income. These are contained 

in section 62, but the set-off under section 77 (5) 

is to have precedence. | 

Any shortfall must in any case be reduced to 
the extent to which the distribution is forbidden 
by some restriction imposed by law (section 77 
(4). Presumably this does not extend to re- 
strictions in the articles, nor (in view of para- 
graph 12) to the law about misfeasance. 

Given that a shortfall income tax assessment 
is made, the close company can obtain credit -4 
for it subsequently when the distributions for an 
accounting period exceed the required standard 
(section 77 (6). The shortfall assessment is 
deducted ‘rateably’ from the distributions, bring- 
ing them down to the réquired standard for that 
later accounting period, or\down to the directors’ 
remuneration included in\ the distributions, 
whichever is the higher. Апу shortfall not 
absorbed in this way can similarly be set off 
in a still later accounting period. Xf is not clear 
what ‘rateably’ is intended to mean 
set off is available for determining th 
franked investment income, as well 
determining the liability on distributions act'Na 
made. 'The close company will lose this set off 
it does not ‘remain’ a close company. A brie 










It is convenient to deal here with the question 
of apportionments. Schedule 18, by. paragraph 
7 (5), directs that the amount for part of an 
accounting period of any description of ‘income’ _ 
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shall be a proportionate part of the amount for 
` the whole period. This seems to be an unnecessary 


| 


piece of verbiage, particularly having regard to 


that apportionments to different periods shall 
be on a time basis. In the original Bill, paragrapk 7 
(5) stopped here. But in Committee it was 
extended in order to lay down what was no 
doubt hoped to be a clear rule about outgoings 


' in a broken period. It says that in determining 


the amount for any period of any description 
of ‘income’, any deduction from the company’s 
‘profits’ for charges on ‘income’, expenses of 
management, or other amount. deductible from 
more than one description of profits, is to be 
treated as made from such profits, and in such 


ak proportions, ‘as is appropriate’. 


~ 


f Period. 


{ 


A company may be well satisfied that the 
dividends it proposes are the maximum possible 
in view of the company's business requirements. 
But the tax inspector when he eventually 
reviews the case, possibly years later, may come 
to a different conclusion. It is remarkable that 
the Bill as published contained no provision for 
clearance. The matter having been raised by the 
Opposition, the Government introduced what 
is now paragraph 11 of Schedule 18. This 
paragraph enables the company to require the 
inspector to make up his mind within a reasonable 


Paragraph 11 does not apply to a company 
which | 
(а) is neither a trading company nor а member 
of a trading group; and 
` (D) has no estate or trading income. 
Any. other close company can send to tle 
inspector 
(i)a copy of its accounts for a period of 
account; 
(ii) a copy of the directors’ report (if anv) 
for that period; and (if desired) 
(iii) such further information as it sees fit; 
(iv) a request that he proceed under paragraph 
iL 
"This cannot be done until after the accounts have 


"been adopted in general meeting. Once this hes 


been done the inspector can be asked to proceed 
under the paragraph for all or any accounting 
periods comprised in the period of account; 
normally there will be only one. 

From the receipt of these documents the 
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section 89 (6) which contains a general direction .. 
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inspector “has three months in which he may 
‘call on the company’ to furnish him with such 
further particulars as he may ‘reasonably’ 


:require. Under the old surtax clearance pro- 


visions the Special Commissioners had only 
twenty-eight days in which to ask for further 
particulars. One may perhaps ruefully compare 
this three months (for asking questions) with 
the period which is normally allowed for making 
a full return of all one's income. 

Having got the further information, the in- 
spector then has a further three months within 
which he must tell the company whether or not 
he proposes to make a section 77 assessment in 
respect of the accounting period. If he has not 
asked for particulars, then this three months 
runs from the date he received the company's 
request. If he fails to intimate that he proposes 
to make an assessment then the right to make the 
assessment is lost unless either 

(a) the information is not such as to make 

full and accurate disclosure of all facts and 
considerations which are material to be 
known to the inspector; or 

(b) within twelve months of the end of the 

accounting period paragraph 12 or para- 

graph 13 has effect (cessation or winding-up). 
These provisions would no doubt apply where the 
inspector intimates that he will not make a 
section 77 assessment. Now who is to decide 
which facts and considerations are material to 
be known to the inspector? Presumably this 
would be decided on an appeal to the General 
Commissioners. "Лиз body, like the inspector, is 
entitled to substitute its own judgment of what 
the business requirements of the company are. 
It is to be observed that the material facts and 
considerations which the company fails to dis- 
close are not expressly limited to facts etc. 
which the company or its directors knew at the 
time of the clearance request. The protection 
afforded by the clearance procedure is somewhat 
illusory. Certainly it is not as great as under the 
old section 252 of the Income Тах Act, 1952, 
although the Government assured the House of 
Commons that it was. n 

So much for standard rate assessments on a 
close company in the case of a shortfall in dis- 
tributions. Surtax apportionments are dealt with 
by section 78 and will be considered in sub- 
sequent articles. (Concluded.) 
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Profit Planning and Forecasting — -M 


by D. R. C. HALFORD, O.B.E. 
Capital Expenditure Controller, A.E.L Ltd 


This is the third and concluding article іп a series of three which, with modifications 

by the author, constitute a paper presented to a conference of the Production Engineer- 

ing Research Association іп May. The views expressed are the author's, and not 
necessarily those of A.E.I. Ltd. 


HE first article of this series ended by 
asking what was to be done if profits were 
not enough. 'T'he second suggested that the 
search for increased volume might well not be the 
answer, and demonstrated that improved mix 
should do better. But, without positive action to 
secure that the mix could be improved, this cure 
could exhaust itself in its turn. 
The solution to this further problem lies in 
innovation. 


Innovation 


The hip-roof chart (Fig. 8)! concentrates on 
things as they are; it is a static chart, and does not 
show what happens as time passes. The omission 
may be crucial. 


For the purpose of this story, I postulate а. 


thoroughly commercially-minded management 
about to market an entirely new product. Its 
price is what can be got for it, and is limited only 
by relation to the price of some substitute which 
already meets the customer's needs; or by the 
customer's willingness to transfer some of his 
spending power from old to new satisfactions. 
Rather than spending time and money in cost- 
reducing it and refining it before production, 


' they put it on the market at once, at a high price. 


and a high contribution. (It goes without saying 
that the product must be satisfactory in the tech- 
nical sense; it is no use jumping the gun with 
something that falls to pieces.) 

There follows a period of increasing contribu- 
tion as they iron out minor bugs, improve 
efficiency, and start reducing the cost. There then 
follows the first of the two competitive phases — 
where one or two equally vigorous competitors 
enter the field. With limited competition, the price 
probably remains high, though some reductions 
are to be expected to discourage run-of-the-mill 
competitors from coming in too. But they cannot 
be kept out permanently, and as they come in, the 
price drops more markedly, and sales promotion 





1 See October oth issue, page 443. 


increases. The profile of the unit contribution is 
somewhat as in Fig. 11. 























1. Rate of Improvement increases until inhibited by 
competition. 
2. Pate of improvement falls as demand becomes less 
een. 
3. Price starts to drop to discourage competition. 
4. Further drops and selling cost increases as com- 
petition becomes severer. 


Fig. 11. Innovation – The profile of unit contribution. 


This is the unit contribution. The gross con- 
tribution from all sales could be even more pro- 
nounced if the company puts its full weight be- 
hind the new product. Fig. 12 is what the picture 
might well look like. 
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Divisions correspond In time with those on Fig. 11. 
Gross contribution continues to Increase In period 3 
even with a falling price as the market becomes more 
saturated. 

The fall In period 4is sharp, since competitors do not 
coms. in without a determination to win a sizeable 
share 


Fig. 12. Innovation – The profile of gross contribution. 
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There is a rapid build-up from zero sales at 
the start to high sales at a high contribution wHle 
the company has the field to itself; there follows 
a slower increase in the first competitive phase — 
there are still opportunities to be exploited, Lut 
with a falling price; and a sharp fall as more a-d 
more people come in to share what is now zn 
established market subject only to ‘natum? 
growth. 

The study of mix should always bear this po- 
file in mind. The original innovator may still hare 
a sizeable unit contribution in the second com- 
petitive phase ~ it could well be product A. of 
Fig. 8. But it is going to be very difficult 10 
increase sales substantially in this phase withent 
inviting retaliation from the other companies wzo 
are all fighting to increase their share. 

The profile of contribution against time is a 
vital conception. It may be impossible to impro~e 
mix by much if all products are in the fourch 
stage of Fig. 12. It must surely be песезѕа-у 
always to have new products ready, so that t-e 
increasing difficulties of stage four can be offset 
by the much more hopeful situation of stages осе 
and two. 


The Tools for the Job 


I am not going to add to the literature on bud- 

geting ~ not even flexible budgeting. All I will вгу 

about the continuous dialogue (or Нех бе 

planning) is that a forum must be established zt 

‘ Which these matters are regularly discussed as a 
routine. 

One of the most important tools for most cora- 


1959 196C 

Proflt before tax 3,569 5,185 
Depreciation .. 874 812 
Dividend Income 79 81 
Total - IN 4,522 6,07€ 
Capital шы ©» 2,765 762 
Extra working capital 1,482 1,99€ 
Trade investments 301 — 
Tax pald = ia 1,783 1,213 
Net dividends pald .. 496 532 
Total-OUT .. ... .. 6,827 4,505 
Que -iN —2,305 1,573 
Cash – opening balance 3,881 1,577 
— closing balance .. 1,577 3,151 

— movement —2,304 1,573 


Differences are due to rounding errors. 
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panies is some form of cash flow statement; and 
this is particularly true for companies which are 
increasing their output. ‘Cash flow’ is not as the 
financial press uses it, the retentions plus depre- 
ciation; it is the movement of funds statement re- 
arranged to bring out the cash financing problems. 

My favourite form is displayed in Fig. 13, 
which represents five years in the life of a well- 
known public company. (All money figures are 
in {ooo — or £K, if you want to impress the 
engineers.) 

If this form is used for planning, there are two 
important points of detail. First, if the company 
is a December company (as the majority are), it 
is prudent to include the tax payment due on 
January rst immediately fcllowing. Second, it is 
also helpful to add a line showing the amount and 
timing of the most adverse cash position foreseen. 

Such a statement will prevent the worst from 
happening; or, rather; it wil. sound a warning, and 
make curative measures more likely. But a time 
unit of a year may well be too long to bring out 
the nature and extent of cemporary difficulties 
which could be acute — Cue to tax payments, 
dividend payments, interest payments, redemp- 
tions of loans, etc. For this purpose it should be 
split into quarters at least one year ahead; and 
some companies require cash to be forecast for 
each month or even week. 

` This tool is aimed at the problems associated 
with volume. The next опе is to bring out the 
effects of mix. 

Since we are considering the effects of changes 

in the volume of each of a substantial number of 








Total 
1961 1962 1953 1959-1963 
2,634 2,319 1,150 14,857 
957 968 1,002 4,613 
226 294 205 885 
3,817 3,581 2,357 20,355 
634 1,249 870 6,280 
—1,336 —639 398 1,903 
5 3 1,225 1,534 
1,471 2,316 1,520 8,303 
704 704 704 3,140 
1,478 3,633 4,717 21,160 
2,339 —52 — 2,360 — 805 
3,151 5,490 5,437 3,881 
5,490 5,437 3,075 3,075 
2,339 —53 — 3,360 
—806 


Fig. 13. Cash flow ої company X.Y.Z. (in £000). 


414 


Unit figures 


Basic model 
econornics Contribution 


Product 
Varlable 
Price cost Basic Variants 


Ё Ё £ 
1 60 35 25 
2 70 '50 20 
3 100 30 70 
4 170 105 65 


‘Notes: (a) Contribution from variants is the subject 
of Fig. 15. 


(b) Specific period costs are those specific to 
the product range without argument. They 
Include, for example, tooling and sales 
promotion. 
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Annual figures 





Sales Contri- | Specific | Product 
volume bution period range 
costs margin 
£000 £000 
100 . 58-6 
90 20-3 
35 10:5 
10 19-7 
235 109-1 
Company perlod costs 47-0 
Company profit 62-1 


Fig. 14. Direct costing presentation of the trading account. 


different products, it is essential that the costing 
should disentangle them from each other. A 
costing presentation is deplorable and useless 
which says: ‘Of course product X. makes a loss, 
and to increase its production will increase the 
loss. But that is what we are going to do; it 
absorbs so much fixed overhead that increasing 


its sales will make everything. else much more 


profitable’. | | 

A marginal presentation is inescapable, and 
my-favourites are Figs. 14 and 15; the former is a 
summary, and the latter one sheet of detail. 

Fig. 14 may appear rather over-simplified, since 
it is probably not prudent to put too many eggs 
into only four baskets. But there must be some 
limit, or the headache content of management 
will become insupportable. At some stage it will 
be necessary to split into two separate top manage- 
ments linked by some central form of organiza- 
tion; but that is a very different story. 

And Fig. 15 is certainly over-simplified, since 
there will normally be more variants. It is here 


that presentational problems become really acute, 
particularly when one is trying to compare what 
actually happened with what one hoped would 
happen. 

The presentational problem cannot be solved by 
averaging, since the whole object of the exercise 
is to look at the differences. Some form of statis- 
tical distribution statement seems to be indicated 
- showing how much of the range contribution 
comes from variants within 23, 5, 7$ percent... 
of the standard - plus a detailed statement of 
each case where the divergence is greater than ал 
certain limit. | 

(In the extreme case, of a jobbing shop never 
making more than one of anything, something 
quite different has to be done. The best approach 
I have seen is an extension of the ‘minimum mark- 
up' theory; but this paper is already too long.) 

The final tool to be mentioned is aimed at 
innovation. _ i 

It is a commonplace that everyone із swamped. 
by routine work and has no time to think; and there 


7 Contribution 


Varlable cost 





Fig. 15. The varlants of Product 1 (product fa is the basic product). | 
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we like to advance money to professional men like you 
To this Bank, the professional man is a man of integrity and standing—albeit with endless responsi- 
bilities. And that is why, if you are such a man, living in the United Kingdcm, Lombard Bank take 
an understanding view of your financial requirements, and will be pleased tc send you details of our 
Personal Bank advances. These confidential advances can provide finance for any normal purpose— 
in fact, for any of the thousand and one things that have to be paid for! Write in confidence to: The 
`. Manager, Personal Loans Dept. (AT). | 
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LN 160 HAND-CPERATED CALCULATOR 
Sturdy, portable, capable of a wide variety of 
calculations, with remarkable ease of operation. 





BF 213 AUTOMATIC CALCULATOR 
Automatic clearing, decimal setting and squaring. 
Thesingle keyboard makes for easy, tireless operation. 
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10 213 DESK-TOP CALCULATOR 
Features exclusive Memory Dials, Completely 
autcmatic division and multi-factor multiplication. 


MACH 1,07 PRINTING CALCULATOR 
Tha world’s fastest, fully automatic multiplication. 
Can handle products of up to 15 digits. 
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If one of these calculators can't speed up your business 


Just about the only kind of busi- 
ness that can't be improved by 
Monroe mechanisationisonethat 
has it already. There's a Monroe 
machine for every conceivable 
application in almost any kind of 
business. And there's sure to be 
one just right for simplifying and 
speeding up your own figuring 
operations, Monroe Machines 


-congratulations! 


are noted for their superb single- 
keyboard design, automatic deci- 
malisation and large capacity. 


‘There are fully automatic models 


to make figuring faster and eas- ` 
ier, hand models for maximum 
portability either within your off- 
ice or on your travels. And only 
Monroe can offer a full rangs of 
manually operated, electric, auto- 


matic and printing calculators. 
Call your man from Monroe. Tell 
him about your business. He will 
tell you how you can speed up 
your figuring to increase efficien- 
cy and profits. Monroe Interna- 
tional (UK) Limited, Litton House, 
Goswell Road, London, Е.СЛ, 
Telephone: CLErkenwell 3090. 
MONROE 
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is nothing that makes engineers less human tk=n 


everyone else. ЈЕ is all very well to talk abcat- 


spending your way out of trouble by епрартар 

more high-level thinkers; but if a business fails 

today, it is по"сопвојаНоп to have blueprimts 
which would have guaranteed success tomorrcw. 

The usual problem is to chisel time out of the 
existing engineering effort. А time-booking 
system is inescapable, plus: 

(а) anapprovalsystem which demands an appraizal 
of the commercial implications (no matter haw 
rough) before development work starts; 

(b) a continuing pressure against one-off епріпе=т- 
ing (or against introducing yet another variant); 

(c) an assurance that engineers are spending the 
bulk of their time on work which is going to be 
really paying. 

My own favourite (but untested) suggestior is 


"to use engineering or drafting time as a key facter: 


to demand, that is, that the estimated contribution 
arising from the product per man-hour spent in 
developing it shall exceed a certain minimum 
before a development authorization can be 
approved. 

Conclusion 


This has been a discursive appraisal of some: of 
the aspects of planning which seem important to 
me. I only hope that this sort of return to fast 
principles may be found useful. : : 

I am reasonably sure that the prompt amd 


+. 
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vigorous exploitation of new commercial oppor- 
tunities is where the real money lies. 


Books I Have Found Useful 


Investment in Innovation. Carter & Williams. (Oxford 
University Press.) Tell the engineers how to write a 
commercial justification, and leave it to them. 


Profit Management and Control. Gardner. (McGraw 
Hill) The break-even point and the facts that 
change it. Including variable capital employed. A 
very practical book, though a little all-inclusive. 

Current Application of Direct Costing. (National Asso- 
ciation of Accountants (of America) Research Report 
37.) Their opinion of direct costing by fifty United 
States firms who use it. А lot of useful argument and 
practical advice. 

The Internal Finance of Industrial Undertakings. 
Rose. (Pitmans.) Continuously circulating working 

' capital. Тће cash forecast. 

The Management of Corporate Capital. Editor: Ezra 
Solomons. (Graduate School of Business, Chicago 
University.) А collection of papers of varying im- 
portance and applicability. Includes papers by Prof. 
Durand (M.I.T.)-on the valuation of companies and 
'its implications. 

Direct Standard Costs for Decision Making and Control. 
Wilmer Wright. (McGraw Hill) A practical man's 
book by a consultant who has used or introduced the 
system. 

Differential Costs and Management Decisions. Halford. 
(Pitmans.) A first approach to marginal costing. 
The merit to me was that it turned out to be a 
marketable commodity; albeit at not very high 


volume. a 
i (Concluded.) 


The Chartered Accountant 
| in Top Management— II 


by JOHN LUNCH, V.R.D., F.C.A., A.M.INST.T. 


V. The Management Accounting System 
Long- and short-term capital budget 


HE financial manager must be responsible bor 
the accounting controls of all fixed assets ead 


this falls into two distinct operations — me 
actions necessary before the ‘investment and th-se 
needed. afterwards. 


63. The following may be said to be the phees 
concerned with capital expenditure: 


4) long-term budgeting 
5) short-term budgeting 
с) approval 7 





The second part of а paper presented at the Cambrizge 
Summer Course of The Institute of Chartered Accountents 
in England and Wales on September 18th. - 


» control of actual expenditure 
€) follow-up. 

64. The techniques generally used in compiling 
budgets are well known, and I wish only to highlight 
a few points of interest drawn from my experience. 

65. Sometimes one hears of organizations which 
claim -to have a capital budget but when this is 
examined it is found to be no more than the result 
of all the various managers’ ideas thrown together -- 
there is no cohesion between the various parts. An 
example will probably demonstrate what I have in 
mind. Three departments are interdependent in 
producing the final product. The manager of 
department A is planning for a substantial increase 
in production and has called for more new plant. 
The manager of department B is planning for the 
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same level of increase but assuming that a design 
change will be implemented which will remove his 
production requirements on department А, while at 
the same time requiring more specialized plant in his 
own department. At the same time the manager of 
department C is planning for a reduced output. This 
sounds absurd when set out this way. You may say 
it just could not happen in real Не, but it does. ЈЕ 
you assume that the various departments may be 
hundreds of miles apart it may seem a little more 
feasible, but even so you will readily appreciate the 
need for adequate co-ordinated planning. 


66. The financial manager must initiate a logical 
programme starting off with the future estimated 
requirements of fixed азвеїв for the next five, ten or 
even fifteen years. І emphasize the word programme 
because others are concerned with the content, In 
the long-term plan the details af individual pieces 
of plant are not necessary but overall estimated costs 
of each part or sections of the budget is usually 
sufficient. The broad long-term budgets having been 
pieced together, the financial manager must determine 
whether the funds required are likely to be available, 
or can be made available. 


67. Often in ап expanding organization the 
amount proposed to be spent on capital is so large 
that the board feel that they should do more than 
simply review proposals, and a special committee is 
created. When this happens it is essentiel that the 
financial manager is a member of the committee. 


68. When the long-term capital budget is sub- 
mitted to the board or committee, only outline 
approval is required because approval will be required 
subsequently for the short-term budget, or for 
specific major projects at an even later stage. 'l'his 
means that all the departmental managers concerned 
with the capital budgets should be told of the outline 
approval having been given to the long-term budget 
as soon as possible, but it should be made quite clear 
that it is not authority to take any action which 
commits the expenditure in any way. Гће information 
passed down to the various managers in this way 
enables them to proceed to the next planning stage. 


69. Each year a short-term capital budget, broken 
down into appropriate detail and broadly following 
the pattern set by the long-term budget, should be 
submitted to the board. Тће financial manager should 
be responsible for its collation end presentation. A 
classification can helpfully be used to indicate the 
degree of priority attached to the items in the budget. 
This will vary to suit the needs of the business con- 
cerned but it should attempt to differentiate between: 

(a) The absolutely essential projects where the 

safety or health of the staff or the public are at 
stake or where the existing assets are physically 
exhausted and are incapable of producing that 
which is required. 

(Б) The necessary projects where, for example, 
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improved кече or quality of the product 
can be achieved 
(c) Economically desirable projects where costs 
. savings, new products or increased capacity is 
sought – preferably ranked in order of economic 
desirability. 
(d) Other projects. 
This classification will assist the board in deciding 
which projects are to be cut out if the whole budget 
cannot be agreed. 


7o. At this stage approval can be sought for the 
whole or only a proportion of the short-term budget 
and it is here that the financial manager has to advise 
the board on the degree of control they need to 
exercise. The extent depends on many factors. For 
example, small organizations with very limited funds 
may decide that they need to approve every item, 
зо that for them the short-term budget is also given 
outline approval and each individual proposal is 
submitted during the year when the need arises. At: 
the other end of the scale, large organizations with 
subsidiary and overseas units may decide to delegate 
control of the whole of the short-term budget or for 
all projects up to a given value. No exact rule can 
apply but the financial manager must use his skills 
in deciding what to recommend because it will be 
to him that the board will look for guidance. 


71. À major snag which is us met in the larger 
organizations is the phasing ei expenditure on 
projects. Work is sometimes unavoidably delayed by 
unexpected difficulties, priorities change, and what 
originally looked like a reasonable level rate of 
spending on capital projects during the year can alter 
quite dramatically, Particular attention needs to be 
given to this problem and an ideal arrangement is to 
re-compute the estimated rate of spending every 
three months or so, adjusting the cash budget and 
then deciding, long before the event, how to deploy 
any surplus funds. This operation, of course, goes 
hand in glove with the control of actual expenditure 
to ensure that spending on individual projects is kept 
within the limits of the authority given. 


72. It is also for the financial manager to decide, 
when projects fail to 'get off the ground' in the year 
in which they were approved, whether they should 
be brought into the succeeding ra short-term 
budget for approval the second time. My view is that 
they should be brought in, because Ка gives the 
board an opportunity of looking at the proposal 
again in the light of changed circumstances. In any 
case, the expenditure has to be included in the cas 
budget for the second year. 


73. The method of evaluating projects both 
economically and financially is dealt with elsewhere 
in this paper, and you will understand the vital link 
between the capital budgets, the project evaluation 
techniques, the sanctioning procedure mentioned 
here and the control and follow-up procedures. 
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, under this heading the financial manager 

Did [E nowledgeable about the developments 
which аге going on outside his own departmental 
responsibility but which have an important effect on 
him. Techniqueseuch as critical path planning, work 
study, and value analysis are being used to an in- 
creasing extent in industry. These. are planning 
Sans d employed on major projects. Critical path 
determines the point in time when contracts 
ing orders must be placed and this has a 
bearing on the date that money has to be paid 
out oa therefore affects the cash budget. Often 
when the computer is the responsibility of the 
financial manager he allocates time to the engineers to 
run their critical path planning programmes. In these 
instances it is doubly important that the accountant 
should be aware of the techniques. Of course, it goes 
almost without елар. that he should also be соп- 
cerned with the conditions of contract entered into 
arising from the individual items on the capital 


pepe e PUn 


E 
p» budget. He should not necessarily be concerned with 


such matters as the quality of workmanship or 
delivery dates but the basis of payment and other 
onerous financial clauses such as cancellation and 
escalation clauses are very much his concern. 

75. Work study can play a significant part in 
planning the layout of new projects to achieve 
maximum efficiency, as can value analysis which con- 
sists of taking each aspect of the physical plan in turn 
and asking the questions: what value does this 
contribute in relation to its cost — is it worth while, or 
would some cheaper (or more expensive) alternative 
give better value for outlay? 


Long- and short-term revenue budget 


76. As with capital budgets there must bea long-term 
revenue budget, indeed without the revenue budget 
the cash flow, i.e. the internal financing, cannot be 
pre-planned and the capital budget cannot get assent. 

77. Again, I do not propose going into the details 
of how the various constituent parts of the revenue 
budgets – sales, production, stock, expense, personnel, 
etc, — should be prepared but I will simply highlight 
some of the more important features ud some of the 
difficulties which can be avoided by careful planning. 


` 78. There is a constant need to keep the long-term 
revenue budget up to date. The classical textbook 
theory of preparing a budget once per year may be 
adequate for capital expenditure in some businesses 
but for the sales and general revenue budgets once 
a year is not usually satisfactory. Management need 
to be constantly advised as to the likely effect of 
economic changes, new legislation, technological 
developments, action by competitors, etc. The task 
of keeping the long-term revenue budget up to date 
need not be very onerous because it is essentially a 
‘broad brush’ document, stripped of detail — because 
detail at this stage takes too long to prepare and, in 
any case, could provoke discussion or even argument 


‘that should be avoided. It is essential that when the 
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board consider the long-term budget they focus their 
attention on the important trends and conclusions 
rather than be distracted by detail. In fact what the 
board must decide is: does the budget show that 
the results are consistent wi-h the attainment of the 
economic objective of the enterprise as a whole? 


79. It is the responsibility of the financial manager 
to advise the board on the philosophy to be followed 
in the approach to budgeting. This is important 
because budgetary control works most satisfactorily 
when the various managers nave faith in it and this 
usually means when they have prepared the estimates 
themselves, so that the manager’s actual results will 
eventually be measured against his own estimates. 
Experience usually shows that salesmen tend to be 
optimists and production men tend to pessimism. 
It is essential, therefore, to try to strike a balance 
between these extremes. Even the ‘middle of the 
road’ estimates can become very broad indeed unless 
clear briefings are given aad a fairly tight reign 
maintained throughout the budget preparation period, 
It is, therefore, the task of the financial manager to 
see that the board’s policy is maintained and re- 
flected in the budgets. 


. 80. The long-term геуепле budget is, therefore, 
the signpost to where the business is going and is 
quite inadequate for the day-to-day control of the 
business. The short-term revenue budget fills the gap. 

It is usually prepared for a year, broken down into 
trading periods (usually foar-weekly or monthly). 
The detail for the budget must be prepared in con- 
siderable depth and agreed at all levels of manage- 
ment- not always an easy task—but the final 
documents presented by the financial manager to the 
board need to be simple and zlear, drawing particular 
attention to the salient trends etc. The final approval 
to the budget is often little more than a formality, 
because the really hard work has been completed 
behind the scenes, the finamcial manager playing a 
leading part in all phases. Naturally he needs to 
keep the chief executive in the picture throughout, 
because it is often necessary то bring pressure to bear 
when the budget programme is in jeopardy. It would 
be quite pointless to present a budget which showed 
the expected results to be so disastrous as to make it 
completely unacceptable.. Long before this stage is 
reached the chief executive should have been made 
aware of the way the budget was going and he should 
have been encouraged to uss his authority to direct 
the appropriate managers to consider another 
approach. Of course, this does not mean that what 
goes into the budget should be ‘white-washed’ to 
make it more acceptable. This would be dishonest 
and fundamentally wrong. Nevertheless, care is 
needed to ensure that the budget is the best estimate 


of what can be made to heppen. A summation of 


over-cautious estimates would be as misleading as 
no 


81. reparing tke short-term revenue 
budget, the ds cult flow budget must be prepared and 
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so must the budgeted balance sheet. Often the need 
for a budgeted balance sheet is overlooked; it is an 
important document bringing the whole budget 
together in a way that is capable of critical analysis. 

82. The essential thing to remember is that the 
budget must not be considered as a rigid plan. It 
must be capable of recognizing and allowing for the 
changing needs of the day, hence the introduction 
of flexible budgeting. This is often said to be difficult, 
complex and not understood, but I assure you it is 
not. Once the analysis of expense into the fixed and 
variable elements is completed the application is 
quite easy and readily understood. 


Management accounting generally "D 
83. With a complex type of organization which may 
have ramifications all over the world it is impossible 
for the top management personally to supervise the 
wide range of individual transactions involved. With 
the need to decentralize and delegate responsibility. 
the desire for more information in a clear and concise 
form arises. Of course, very much more than good 
figure information is required to make any organiza- 
tion function and operate efficiently, but ultimately 


the only satisfactory common yardstick with which- 


top management can measure efficiency is profitability. 
'This must be related to the real capital employed, 
ie. net assets at current prices on some consistent 
formula such as replacement cost. Other ratios will 
doubtless suggest themselves. К 


84. To enable essential information to be absorb 

. quickly by those responsible for directing an organiza- 
tion, experience has shown that the simple practice 
of reporting only departures from the 'normal' or 
plan enables the significant facts to be reported 
expediently up the various chains of command. 

85. The need for detailed planning of future 
operations and the prompt reporting of actual 
achievements against the plan called for a new 
approach to industrial accounting and so the need 
for management accounting emerged. The term 
‘management accounting’ is so well known that it 
seems to have been with us since the beginning of 
time. In fact it is relatively new and originated in the 
post-war era when the management accounting report 
of the Anglo-American Council on Productivity was 
prepared in 1950. It is, therefore, rather surprising to 
End that some organizations, even some who are 
quite sizeable, still lack a comprehensive accounting 
system which provides data to all levels of manage- 
ment and in this field the modern financial manager 
can make a significant contribution, not only to top 
management but to the organization as a whole. 


86. There is no ready-made management account- 
ing system which is suitable for all undertakings and 
it is here that the financial manager is required to 
apply his skills in designing a system to suit the 
particular organization. It is, of course, essential to 
remember-that management accounting is not merely 
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another accounting technique, but is a tool, indeed 
a part, of management itself. 

87. Management accounting is a generic term 
covering the use and presentation of а very wide 
range of figures – not only financial but also economic 
and statistical – in a simple and useful form, so that 
managers can see what is happening in their sectors, 
can follow up the results of past decisions, and can 
plan more flexibly and effectively for the future. 

88. The whole essence of management accounting 
is its emphasis on looking forward and providing 
another means for mánagement to shape events, to 
make achievable plans and to achieve them. In 
contrast, the chief function of traditional accounting 
techniques has been to provide an accurate historical 
record of the past. This work must go on, of course; 
the mechanics of the new and the old accounting 
arrangements have to be closely linked. 

89. At this point, and having said earlier that there 
ів no ready-made universal management accounting. 
system, it would probably be more informative and 
interesting to deal with this subject with a specific 
background to indicate the positive role that manage- 
ment accounting can play in an organization. 

go. In the P.L.A. there are two main factors that 


make the institution and use of modern accounting 


methods particularly important. 

91. Firstly, ports are a vital part of the communica- 
tions system of Britain – the great bulk of the nation's 
trade is seaborne and ports must therefore be as 
modern and efficient as possible, both physically and 
economically. Indeed, the P.L.A. are contemplating 
spending {50 million over the next five years to 
achieve this. Secondly, the Committee under the 


e 


leadership of Viscount Rochdale which reported to abe: 


the Minister of Transport in 1962 rejected the idea 
that ports should be run on 4 loosely-defined ‘public 
service’ concept, but recorded the firm conviction 
that ports should be regarded. as commercial under- 
takings recommending the pursuit of a modest net 
revenue surplus after allowing for depreciation at 
replacement cost. 

92. On this criterion the P.L.A. have, year after 
year, made a deficit — notwithstanding the surplus in 
the traditional accounts — and while they шау be able 
to increase charges to eliminate part of the loss there 
is clearly a strong incentive for the P.L.A. to step up 
their constant search for increased efficiency. This 
was where management accounting came into the 
organization. The first task. was to find out which of 
the P.L.A.’s many activities made profits or losses, 
why, and what could be done to improve their 
economics. Án analysis of costs, both fixed and 
variable, attributable to each sector was necessary so - 
that similar operations in each of the P.L.A.’s five 
dock groups could be compared to point out the 
methods and changes in methods likely to be most 
effective, and to highlight the factors having the 
greatest impact on revenue and costs. There are 


many snags in this type of operation, and discerning 


l 
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and understanding staff are essential. Compar sons 
are obviously best where one is comparing like with 
like, and conditions vary considerably even for similar 
іга св, However, even with isolated specialized ogera- 
tions it 18 possible to work out with the managers the 
‘standard’ costs — what the costs ought to be. 

93. If, when everything has been done to improve 
efficiency and adjust the pattern of charges, some 
activities are still producing losses, then careful zon- 
sideration must be given to what із to be done. as a 
generalization, it is obviously not sound busmess 
for profitable operations to subsidize the unprofitable. 
For this means charging customers for profrzble 
activities more than necessary and so discourasing 
them. On the other hand the provision of рогі 
facilities at a loss may stimulate these traffcs— 
causing greater losses and even raising a demanc for 
capital to be spent on increasing these unprofitzble 
facilities, Naturally every case must be looked a- on 
‚ its merits; for example, a price reduction nay 

increase the traffic to a profitable level; or a sector 
` that is in the process of modernization and деуе зр- 
ment may well have to incur а loss for some years. 

94. Possession of information about reve-me, 
expenditure and costs at the basic level of executive 
responsibility has the further benefit of allowing 
greater management delegation. It paves the xay 
to responsibility accounting. 

95. The individual manager can match what ЊЕ is 
doing against the results gained by his colleagues and 
see in concrete terms of profit and loss the end- 
product of his day-to-day decisions. To help hin. in 
this task every manager has to have a budget, forru- 
lated in advance by himself with the help of ће 
accountants, to act as a continuous guide to check 
actual results against his forecast. The object of the 
budget is to allow the manager to plan ahead flexibly 
and profitably. He will already have a clear idea of his 
costs, some of which, like the labour needed to cis- 
charge ships coming into his berth, will very v-th 
the level ot traffic and types of cargo involved and his 
own decisions about how to do the job. Others, већ 
as his depreciation figures and the finance charzes 
allocated to his department, may be outside iis 
immediate control. 


96. Managers will also have a good idea of what to 
expect on the revenue side for the pattern of tracic 
in a large port is reasonably stable. Moreover, th-re 
is a tradition of long service in the Authority end 
many managers have years of experience. However, 
the managers will also be helped here by the fo=- 
casting and marketing research carried out by the 
P.L.A.'s economists. : 


97. Part of the economists’ job is to estimate the 
various factors affecting the P.L.A.’s level of traf, 
such as the trends of national and world trade; the 
state of international shipping and other ports, the 
trends of commodity movements, and the changi-g 
patterns of transport demand. In this, they must Кер 
their wits about them. Such events as a poor harvest 
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in Asia or political trouble in Indonesia can have 
marked effects on the grain and oil traffics in London. 


98. The ‘flexible budget’ technique is used to show 
what the figures should have been in the actual traffic 
circumstances. The essential point is that it is only 
the departures from the budget that need be reported 
to the manager. No need to tell him what has gone 
right – tell him what has gone wrong. Otherwise he 
may need to spend hours poring over the figures to 
find that out. This technique of ‘management by 
exception’ enables the manager to concentrate his 
time and attention on the things that matter most. 


99. Lastly, there are two important aspects which 
need to be mentioned under this heading. The 
financial manager must set out to sell management 
accounting because, although it will sell itself in the 
long-term, this can take too long. Often management 
just do not know what they want so they cannot ask, 
nor is it effective just to ask them. Therefore the 
management accountant must do their thinking for 
them — managers must have the benefits to be reaped 
clearly demonstrated to them. Often the results may 
not be pleasant to contemplate nor accept because 
they point the way to drastic change. A luke-warm 
approach is, in these circumstances, often unsuccess- 
ful because change is not universally popular, so it is 
necessary to emphasize the effect of not taking action. 
Essentially the object is to enable the manager to be 
as well informed, and to act, as if his own money 
were at stake. ЈЕ is sometimes said that management 
accounting is 5 per cent accounting, 20 per cent 
er cent selling. This is an 
overstatement, but it makes its point. 

100. The need to pay considerable attention to the 
timing of presentation of information is important. 
"The professional accountant, by reason of his train- 
ing, can sometimes be tempted to be preoccupied 
with accuracy. Often in business, quick approxima- 
tions are invaluable, whereas late precise figures are 
practically worthless. Often 'guesstimates' are needed 
for business action and the financial manager is the 
best — possibly the only — person who can make them. 
He would be failing his employers and his profession, 
in my view, if he declined to provide them. 


VI. Old Routines and New Techniques 


101. Since business is about production and selling, 
whether of goods or services, and business efficiency 
is ultimately messured in terms of money, the 
financial manager needs to take a more wide-ranging 
view than any of the other functional executives, save 
only the man at the summit ~ the chief executive. 


102. Confronted by the necessity to plan ahead for 
the continuing development and success of the busi- 
ness in today's rapidly changing environment, the 
financial manager can spare little time for the 
ordinary accounting routines of the undertaking. 
He must delegate this responsibility largely and 
confine his direct interventions to periodic reviews 
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and —it is to be hoped — those rare occasions when 
significant defects emerge. 


103. He will want to be satisfied that the system is 
sound. 'lhe routine work associated with cash, 
debtors, creditors and stocks must continue but be 
subjected to regular O. & M. review to ensure 
efficiency in all the clerical and accounting routines, 
and to make sure that advantage is taken of the latest 
techniques. This should not only result in the 
economical use of scarce and costly labour resources 
but sbould promote good staff relations by the 
elimination of clerical drudgery. 


104. Ав in so many other fields of activity, until 
quite recent years the machine's invasion of the office 
was making quite slow progress, then came the early 
computer and suddenly the 'explosion' was upon us. 


105. Quickly it was realized that the new methods 
and machines could make available to management 
pre-digested figure information, and the calculated 
results of the interaction of innumerable variables, 
giving a knowledge of the business and its course 
which was quite out of reach of earlier generations of 
managers. The possibilities seem infinite but it must 
not be thought that all the benefits of the technical 
revolution can be obtained merely by the installation 
of a computer – however costly and bowever sophisti- 
cated. 'l'he possession of a computer does not in 
itself gain anything except make you fashionable. The 
end-product is still only as good as the basic informa- 
tion fed in — or as the Americans would say ‘garbage 
in, garbage out’. It is essential to systematize the 
input data so that it is simple, comprehensive and. 
readily accepted by the computer. Much money has 
been lost, and many installations are grossly under- 
employed, because of the failure to realize that 
something like two cr three years’ preliminary work 
is required before a computer can be profitably 
employed by any concern big enough to justify the 
acquisition of its own installation. Given that 
realization, the dividends can be very large and this 
is a sphere in which the financial manager can directly 
influence the profitability of the undertaking. 


106. Computers are expensive, but they are now 
capable of such fantastic speeds that they can handle 
a vast volume of work. Typical times for an addition 
are now quoted in nanoseconds (a nanosecond is 
0-000000001 of a second) and future machines will be 
even faster; it has been said that an operation which 
took 8oo nanoseconds in 1964 will take so nano- 
seconds in 1070: То keep these computers employed 
will be a problem in itself, for if they are not usefully 
employed the cost per operation will not fall at the 
expected rate, and it is often on the basis of the 
reduced unit cost that the machine can be justified. 
It is apparent, therefore, that the computer must 
inevitably become the centre piece of an integrated 
system; it must become the data processing centre of 
the whole business (or even businesses). This means 
that departmental barriers, hitherto often almost 
impregnable, are rapidly being broken down. It is 
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convenient for the computer to be controlled by the 
financial manager, since his figure processing needs 
will provide the ‘bread and butter’ work for the 
computer, but he must be very concerned to provide 
the computer as a service to all departments. 


107. In addition to the mass of routine data the 
computer is, and will be increasingly, processing in 
the P.L.A., we have some far-reaching plans for the 
development of management studies on the computer. 
These include a goods information and documenta- 
tion system, which, fed into the computer’s very 
large memory, will aid the flow of goods through the 
docks, enable consignments to be located at once by 
direct interrogation of the computer, compute the 
charges, state whether Customs clearance has been 
effected and whether a lien for unpaid charges exists, 
etc. With the aid of marketing research consultants 
we are building up mathematical models of the port’s 
trade, so that the computer can assist marketing 
strategies and help forecast trade demands, the effect 
of new facilities or charges, etc. 


108. Operational research calculations by the com- 
puter to help smooth the handling of ships and goods 
are being planned, as well as scientific calculationssuch 
as engineering, river flow studies, and pollution control. 


109. Looking further ahead, we plan to make the 
computer monitor the regular flow of costs and 
statistics and draw our attention to significant figures 
and trends for closer examination. 


110. These plans are not starry-eyed dreams, th 
are serious attempts to overcome our problems wi with 
the latest machines. These are typical of the new 
techniques with which the financial manager must be 
familiar; indeed, if he is responsible for the;day-to- 
day operations for the computer, it must be a part 
of his job which will demand an increasing share of 
his time. 

111. The motor-car, the aeroplane, the telephone 
and similar machines have had a profound effect 
upon our lives. The computer, I believe, will have 
an equal if not greater effect — at any rate on our 
business lives. 


112. This particular sector of his activities can 
pose some very: difficult problems for the financial 
Manager with his responsibility for accounting 
records with adequate control. The greater the 
degree of sophistication that he has been able to 
introduce in the computer work, the greater is the 
difficulty of imposing a satisfactory check on the 
results. Check programmes can be devised, but it 
would be euphoric to assume that ep satisfactory 
answers have yet been found. 


113. Lastly, in this section, may I mention the 
important subjects of insurance and taxation, with 
which you are all so familiar. Specialist sections 
dealing with these are essential to the financial 
manager. Unfortunately I have not yet found a way 
of making the computer give much help with these 
problems. (To be concluded.) 
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Ever since automation began, 


companles have been trying to invent 
the perfect automatic writing machine. 


One that the buyer couldn't make obsolete. 


Not even when he changed his needs, 


his forms, or his mInd about how to use it. 
. Nobody's come up with it. 
Till now. 


Till Friden perfected the new 
2201 FLEXOWRITER* automatic writing machine 


PROGRAMATIC* model. 


Turn the page for the world's first look 
at unlimited programming flexibllity. 


` *A TRADEMARK OF FRIDEN, INC. 
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The new 2201 FLEXOWRITER automatic writing machine by Frid 


Now а single source document preparation machine 

will do many paperwork jobs. The 2201 has a removable 

programme panel. To change a programme, plug in a new 

programme panel. No other automatic wrlting machine offers 

you such proof against obsolescence, or such practicality 

for automating your office paperwork. We offer sales and 

service throughout the U.K. Call your nearest Friden office Á 


or write to Friden Limited, 101 Blackfriars Road, London, S.E.1. 


WATerloo 1301 
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The Disclosure of Depreciation i in 
^ Accountants! Reports in Prospectuses and 
Similar Documents 


The Council of The Institute of Chartered Accountants in England спа Wales has 

been in consultation with the Council of The Stock Exchange, London, in connection 

with the requirements of the Quotations Department regarding the disclosure of 

depreciation in accountants’ reports for prospectuses and similar documents. The 

following statement, the terms of wFich have been agreed with The Stock Exchange, 
is issued for the guidance of members. 


HE general requirements of The Stock Ex- 

change, London, regarding reports by accoant- 

ants with respect to profits, assets and Нађ Нев 
for the purposes of prospectuses, offers for sale, 
advertised statements and circulars are set out in the 
memorandum approved by its Council on October 
29th, 1962, and reproduced in full at pages 5 to 3 of 
section P8 of the Members Handbook. Paragraph 
(1) (а) of this memorandum is as follows: 


‘Appendix 34 to the Rules of The Stock Exchange, 
. London, requires, inter alia (serial 36), that all 
.prospectuses (the Document) should includ2 a 
report by qualified accountants (the Accountants) 
on the Company with respect to: 
its profits or losses in respect of each of the ten 
completed financial years immediately preceding 
the issue of the Document, or if it has teen 
incorporated less than ten years in respect of 
each of the years since its incorporation.’ 


'One of the important matters which has to be con- | 


sidered in making such a report is the adequacy of the 


. Charges against revenue for depreciation. 


(2) In the past it was the practice of the Share and 
Loan Department (now the Quotations Department) 
to ask that the report should include a comparison 
of the depreciation charged during the period vith 
the corresponding capital allowances. Ав evideace 
of the adequacy of the depreciation provisions this 
requirement, with a related requirement for the 
Statement of Adjustments, was discontinued in 
1962. It was recognized that capital allowances are 
governed by fiscal rather than by commercial con- 
siderations and may mislead if they are regardec as 
comparable to the depreciation charge, the amoun: of 
which must depend as a commercial matter upon the 
circumstances of a particular business. Instead 
reporting accountants are now required to include 
in their letter to the Quotations Department an 
assurance that ‘they have satisfied themselves taat 
the provisions for depreciation and amortizat.on 
charged in arriving at the reported profits and losses 
. .. are in their opinion reasonable’ (see paragreph 
10 (ii) of the memorandum above referred to). 


(3) More recently the Department has been ask-ng 


reporting accountants to include in their reports a 


- Statement of the basis on which the depreciation has 


been calculated. This requirement too has now been 
modified, on the grounds that a statement of this 
kind will not necessarily enable investors to draw a 
significant conclusion. Instead reporting accountants : 
will now be asked to show ia their reports the amount 
of the depreciation chargec in each year and will not 
normally be expected to state the basis on which it 


. is calculated unless that information is of particular 


importance in the circumstances of the business or 
in its bearing on the trend »f profits. 


(4) The present obligations of and requirements for 
reporting accountants in relation to charges against 
revenue for depreciation and amortization may 


' therefore be summarized as follows: 


(1) The responsibilities of reporting accountants 
include that of inquiring into the amounts charged 
against revenue for amortization, depreciation and 
obsoleacence and, in the lizht of the information and 
explanations which they obtain, of forming their 
own opinion as to the amounts which ought to 
be charged in arriving at che profits or losses stated 
in their report. 

(2) It follows that, if in their opinion the amounts 
provided in the accounts in any relevant year were 
inadequate (or conversely, excessive), the amounts 
involved and their effect, if material, on the trend 
of results will need to be the subject of appropriate 
adjustments or, failing this, of disclosure in a a clearly 
stated reservation in their report. 

(3) Consideration has also to be given to the 
bearing of the report on other important features of 
the document in which the report is included, 
notably on any directors’ estimate of future profits 
and dividend caver. For example, if, in consequence 


`- of an upward revaluation, which is to be incorpora- 


ted in the bocks, of asssts which are subject to 
amortization or depreciation the charges against 
revenue will in future need to be materially larger 
than those in the period covered by the report, 
this fact and the amount ог estimated amount of the 
additional annual provision should be stated in the 
report. Additionally, where the purchase of the share 

capital of a company is involved and the price pay- 
able includes a premium which can be directly 
related to underlying assets which are subject to 
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depreciation or amortization, reference to the estima- 
ted amount of any additional annual provision re- 
quired should be statéd in the report. 

(4) Similarly, the report should disclose, if material, 
the extent to which the provisions for amortization 
or depreciation are not the subject of corresponding 
tax reliefs. 


(5) Before giving their consent to the issue of the 
document with the report included, the reporting 
accountants should satisfy themselves that in any 

. estimates of prospective earnings and dividend 
cover given elsewhere in the context due allowance 
has been made for, among other things, the matters 
referred to in (3) and (4) above. 

(6) ТЕ the document in which the report is to 
appear is governed by the requirements of The 

. Stock Exchange, London, the repcrting accountants 
‘must in any event: 
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(а) state in their report (as well as in the 
Statement of Adjustments) the amount of the 
charge in each period for amortization, deprecia- 
tion and obsolescence. (Note: The Quotations 
Department will consider some adaptation of this 
requirement in cases which involve complex 
multi-column statements); 

(b) include in their letter to the Quotations 
Department the information called for by sub- 
paragraphs (ii) and (iii) of paragraph то of The 
Stock Exchange’s memorandum of October 29th, 
1962 (see page 7 of section P8 of the Members’ 
Handbook). 


If circumstances appear to warrant it, the Quotations 
Department may also ask for information about the 
basis on which the charges for depreciation have been 
calculated and in special cases for the inclusion of an 
appropriate explanatory statement in the report. 


‘Solicitors’ декан and the Accountant's : 


[EE . Certificate Rules 
v: INTEREST ON CLIENTS’ MONEY 


The Council of The Institute of Chartered Accountants in England and Wales has 
issued the following statement on the implications of section 8 of the Solicitors 
Act, 1965, for accountants reporting under the Accountant's Certificate Rules, 1946 
to 1965. The terms of the Statement have been agreed with The Law Society. It 
supersedes the Council statement ‘Interest on clients’ money placed on deposit’ 
reported in the published proceedings of the Council for November 1964. (The 
Accountant dated November 14th, 1964.) 

Я In passing it may be noted that section 9 of the Solicitors Act, 1965, provides 

: that for the words ‘accountant’s certificate’, wherever they appear in section 30 of 
the principal Act (the Solicitors Act, 1957), there shall be substituted the words у 
*accountant's report’. This provision will come into effect оп a date to be appointed E 

by the Lord Chancellor by order made by statutory instrument. Р 


“SHE decision of the House of Lords іп Brown v. 
C.I.R. [1964] 3 All Е.К. 119: [1964] 3 W.L.R. 
„511 made it plain that interest earned on money 
held in a fiduciary capacity belongs in law to the 
persons whose money gave rise to it and not to the 
persons acting in a fiduciary capacity. | 
` (2) As from September rst, 1965, the effects of 
the decision as regards solicitors are modified by 
section 8 of the Solicitors Act, 1965, and by the 
Solicitors! Accounts (Deposit Interest) Rules, 1965. 
Section 8 and the Rules taken together provide that 
a solicitor shall not be liable to account to his clients 
for interest received by him on moneys deposited at 
a bank, being moneys (other ал ‘trustee money’) 
received or ‘held for or on behalf of his clients 
generally, except where, having regard to all the 
circumstances (including the amount and the length 
of time for which the money is likely to be held), 
interest ought in fairness to any individual client to 
be earned for that client. In particular it is laid down 
that interest ought in fairness to a client to be earned 
for him where a sum of money is received for or on 
account of the client which exceeds {500 and at the 


time of its receipt is unlikely within two months 
thereafter to be either wholly disbursed or reduced 
by payments to a sum less than £500. Where interest 
ought to be earned for a client, the Rules provide 
that а solicitor should either deposit the client's 
money in a separate designated account as defined 
in the Rules and account to the client for the interest 
thereon or keep the money in his general client 
account (current or deposit) and pay the client a sum 
equal to the interest which the client's money would 
have earned if separately deposited. 


(3) Whether a solicitor ought to have deposited a 
client’s money in a separate designated account or 
paid him a sum in lieu of interest is primarily a 
matter of judgement depending on all the circum- 
stances. The Solicitors’ Accounts (Deposit Interest) 


Rules, 1965, provide that if a client is aggrieved by -= 


the non-receipt of interest, or a sum in lieu, he may 
request the Council of The Law Society to adjudicate. 
The Council of The Law Society have agreed with 
the accountancy bodies whose members are authorized 
to give accountants’ certificates for solicitors that 
this is not a matter with which reporting accountants 
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should have to concern themselves, and have nade 
the Accountant's Certificate (Amendment) Е Џез, 
1965, which came into operation on Septembe- ISt, 
1995 

(4) The effect of the new Rules is to remove from 
those matters to be considered by an accountar: for 
the purpose of giving his cettificate to a sol citor 
under the provisions of section 30 of the Solic tors 
Act, 1957, any matter arising under section 8 cf the 
Solicitors Act, 1965, and the Solicitors! Acceints 
(Deposit Interest) Rules, 42965, except whee а 
client's money has been osited in ‘a seperate 
designated account’ as row in those Rules. 


(5) There are, however, transitional probxms. 
It remains for reporting accountants to decide what 
cognizance they should take of interest on solic-ors’ 
mixed client deposit. accounts accrued b=2fore 
September rst, 1965, when the provisions ot the 
new Rules came into effect. 


(6) As regards interest on clients’ money credited 
to a solicitor's office account in previous accounting 
periods already reported on (i.e. in accounting ре обв 
which ended before the decision in Brown’s сазе 
became known in July 1964), the Council, =fter 
consultation with The Law Society, suggests th-- no 
qualification in respect of such periods need be r-ade 
in certificates relating to periods under cu--ent 
review. | 
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(7) As regards interest on solicitors’ mixed client 
deposit accounts which has accrued priorto September 
Ist, 1965, and falls in accounting periods ending after 
the decision in Brown’s case became known (ie. 
after July 1964), the Council suggests that if such 
interest has been credited to office account the 
reporting accountant should qualify his certificate by. 
a statement to that effect. The dates on which the 
interest was credited, or the periods during which it 
accrued, as appropriate, should be shown, together 
with the amount of interest in question. 


(8) It is arguable that the effect of the decision in: 
Brown's case 18 to require a continuing qualification 
in reports given under the Accountant’s Certificate 
Rules in any case where a solicitor had credited 
interest on mixed client deposit account to his office 
account at any time before the coming into operation 
of the Solicitors’ Accounts (Deposit Interest) Rulea, 
1965, on September rst, 1965, whether in respect 
of periods before or after the decision in Brown's 
case became known. While this must be a matter for 
individual judgement, it is not the Council’s view that 
a continuing qualification in this connection need 
be made in accountants’ certificates in subsequent 
periods; as indicated in paragraph 6 above, the 
Council considers that any cation in this 
connection is normally called for only in the certificate 
which relates tc the period in which the interest 
accrued or was credited, as appropriate. - 
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NEW ACCOUNTANT’S CERTIFICATE 
RULES FOR SOLICITORS 


N September rst, there came into force the 
new Solicitors’ Accounts (Deposit Intesest) 
Rules, 1965 and also the Accountant’s Certificate 
(Amendment) Rules made by the Council of the 
Law Society pursuant to the Solicitors Act, 1365. 
The latter provide for the addition to Rule 4 of -he 
Accountant's Certificate Rules, 1946, of the follow-ng: 
(з) Except where a client's money has been de- 
posited in a separate designated account, 
nothing in these Rules shall apply to zny 
matter arising under section 8 of the Solicit-rs' 
Act, 1965, or the Solicitors’ Accounts (Deprsit 
Interest) Rules, 1965, notwithstanding =ny 
payment into client account of a sum in liew of 
interest. 

'(4) In this Rule the expression “‘separate deag- 
nated account" shall have the same mearing 
as in Rule 2 of the Solicitors' Accounts (Deposit 
Interest) Rules, 1965.' 


These two new sets of rules are the subject с a 


statement approved by the Council of The Institute 


‘of Chartered Accountants in England and Wales at its 


October meeting, which is reproduced on another 
page. We touched on the new deposit account rules in 
a leading article in our issue of September 11th last. 


GRANTS FOR FARM RECORDS 


PILOT scheme of grants to encourage the 
keeping of farm business records is to be intro- 
duced on November ist, to cover the counties of 
Cheshire, Norfolk, Staffordshire and the East Riding 
of Yorkshire, it was announced by the Ministry of 
Agriculture this week. From that date farmers or 
horticulturists in these counties who are not parti- 
cipating in the Small Farm (Business Management) 
Scheme and whose holdings have a standard labour 
requirement of 250 standard man-days or more will 
be eligible to take part in the scheme. 

"Those taking part will be required to arrange for a 
farm accountant to maintain adequate business 
records for the year of claim. Grants will not be paid 
for records kept by the occupier of a holding or an 
employee. Тће information to be.recorded will be 
specified by the lccal advisory officer after discussion 
with the farmer, and at the end of the year the records 
will be examined to ensure, before grant is paid, Uit 
they have been adequately prepared, 

The basic rate of grant for. records which have Ме 
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adequately kept and summarized will be £70 a year. А 
further grant of £30 a year will be payable to farmers 
who are required to have records prepared showing 
the allocation of feedingstuffs between the different 
livestock enterprises on the farm. 

Any farmer or horticulturist in the designated 
counties who is interested in taking part in the 
scheme should ask the local office oF the Ministry 
to send him an application form and leaflet about 
the scheme. 

Adequate farm business records are essential to 
sound farm management but it is believed that only 
about ten thousand of the 170,000 full-time farmers 
in England and Wales keep business records adequate 
for the purpose of taking sound management decisions. 
The Ministry hope that after three years of grant the 
benefit of adequate business records will be suff- 
ciently clear for farmers to continue recording at 
their own expense. 

The four counties chosen are counties where the 
advisory service has already carried out some work 
to encourage farm business recording and where an 
adequate number of recording businesses is believed 
to exist. 

The information which can be included in farm 

records is set out in full in the Ministry’s code of 
` information from which, advisory officers will select 
the heads of information appropriate, in each indivi- 
dual case, to be recorded for the purpose of the 
scheme. 


INTERFIRM COMPARISONS IN THE 
CORN TRADE 


HE Centre for Interfirm Comparison and the 

National Association of Corn and Agricultural 
Merchants have reached agreement on an interfirm 
comparison scheme for the agricultural merchants’ 
trade. 

The object of the scheme is to give directors of 
participating firms an indication of how their overall 
success (measured by return on capital) compares with 
those of others in the trade — and to show them what 
areas of weakness and strength may be responsible for 
differences between firms in their return on capital. 

‘Participating firms will pool their data with the 
Centre on a confidential basis, using carefully 
drawn-up definitions of the accounting terms in- 
volved. The Centre will collate and analyse this data 
and then give each participant a report showing how 
its overall success compares with that of others, and 
why it differs. Only participating firms will have 
access to the results. 

The figures compared will include: return on 
capital; profit margins; production costs; transport 
costs; seling costs; stock turnover; average debt- 
collection period; and many other key management 
ratios. 

The Centre for ILF.C. will be responsible for the 
operation of the scheme, a special feature of which 
will be that differences between firms in the type of 
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trade they undertake will be taken into account, This 
means that firms will be able to compare themselves 
with others carrying out a similar pattern of trade 
to themselves. 

The membership of the Nationak Association of 
Corn and Agricultural Merchants numbers 2,000 
and covers firms concerned with marketing home- 
grown cereals, the production and distribution of 
animal feed stuffs, the distribution of fertilizers and 
crop chemicals, and the sale of seeds. 

The major share of the £425 million of animal 
feeds, the £125 million of fertilizers and the {£50 
million of seeds currently sold reach British farms 
through agricultural merchants. Merchants also 
hendle the major part of the 8} million tons of home- 
grown grain currently sold by farmers during the 


year. 


INQUIRY INTO SHIPPING 


'T was announced on Tuesday that the Government 
has ordered an inquiry to be made into the future 
of the British shipping industry. It will be dealt with 
by a working party drawn from the Treasury and the 
Board of Trade. The industry itself is actively 


collaborating and discussions with the Chamber of 


Shipping have already started. А report will be 
submitted to the Government in 1966, but it is not 
thought that a White Paper will be 1ssued. 

The basic reason for the inquiry is the favoured tax 
position of the industry. It is understood to be 
the Government's opinion that although it accepts 
the shipping industry's valuable contribution to the 
balance of payments and the fact that it works 
under severe and, at times, discriminatory competition 
from abroad, it cannot continue to have preferential 
tax treatment as a right without an official evaluation 
of its prospects. 

'The Government wants to know what is likely to 
be the future size and performance of the industry 
in the light of flag discrimination and other problems. 
The Government is also worried about the low 
profitability of the industry. 

These matters came to a head when the Finance 
Bill was under discussion earlier this year and when 
the 40 per cent investment allowance was continued 
for the shipping industry for the time being as well 
as two special concessions — freedom to write off 
new ships as best suits the company concerned, and 
transitional relief for companies paying dividends 
cut of pre-1966-67 profits. 


INVESTING BY THE SMALL MAN 


SURVEY undertaken by the Acton Society into ~ 


the saving and investment habits of manual 
workers shows that in spite of an increase in savings 
in the past fifteen years such workers have shown 
little tendency to increase their ownership of shares. 
Out of 536 workers interviewed only nineteen were 
found to hold shares apart from those which had been 
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acquired through a company scheme. Of those 
questioned, over one-third had saved under {=> and 
only 16 per cent had saved over £500. 

Most of the small savings to judge from the 
survey, go into, the Post Office and Trustee Sevings 
Banks. The amounts saved each year are not во auch 
related to income as to age. Saving tends to inc-ease 
when children have grown-up and left home end it 
becomes possible to make some sort of provisicn for 
retirement. The survey indicates little prejudice to 
exist against share investment. Thirty per cent of 
those interviewed were in favour of share inveswnent 
and sixteen against. , 

The survey was sponsored by the Wider Share 
Ownership Council which clearly is faced wit- the 
problem of how to change spending and saving 
habits rather than to break down direct prejudice on 
the part of small savers (in so far as these are 
represented by manual workers) against baying 
shares. 

There is also the problem which the survey has 
thrown up that probably most progress is being nade 
at the moment in shareholding schemes arranged by 
companies for employee participation. These quite 
often offer advantageous terms to employees amd so 
increase their stake in the company’s prospecte, but 
they concentrate savings in one company ‘this 
contrary to the canons of good investment) and. they 
may create a relationship between dividend proscects 
and income prospects for workers in industries àich 
may have serious cyclical fluctuations in their 
activity and so affect security. 


ECONOMICS IN THE FACTORY 


OME notes issued recently by the Econ-mic 

League on the problems involved in =m- 
municating economic information from top marage- 
ment to the shop floor underline the problems v-xich 
this can bring to the average management. Or» or 
two points which they make are well known, but 
some of them break fresh ground. 

The notes point out that the word ‘profi’ is 
often an emotive word and bears little relation tc any 
accountancy concept of profit. The word is desccbed 
as an expletive. The notes point out that expla-ning 
the meaning of profits to employees often means 
relating wages and profits and prices and pcofits 
and that the meaning of the words and the arithr-etic 
involved are important. ЈЕ is also n ir the 
process to try to define ‘adequate profits’ and ‘ample 
profits’, 


Other problem words are connected with tax_tion - 


and dividends. To many employees, the notes зау, 
taxation is something to be avoided and the board 
room may be regarded as at fault because- the 
company has had to pay out a large sum in taxacion. 
The inevitability of tax payments on profits has зо be 
explained. Some are apt to think that it is possible 
to avoid paying taxes by raising wages or cucting 
prices so that presumably profits disappear and 
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hence taxation. Several points of confusion are 
retainec profit, capitalization (especially in connection 
with bonus shares), and the yield on shares which have 
been bought on the stock exchange is a lively source 
of confusion compared with the declaration of 
dividends as a percentage of issued capital. This last 
point :s, of course, a well-known subject of 
controversy. 

There are some interesting notes an the presenta- 
tion of accounts. Special documents on the subject 
prepared for employees cen arouse suspicion and so 
can graphs au dignus The profession could 
take heart from the remarzxs that ‘the best visual aid 
is a few relevant, unadorned well-explained figures in 
black ard white'. 


N.C.B. STAFF SUPERANNUATION SCHEME 


"Tu eighteenth annual -eport of the Committee of 
Management of the National Coal Board Staff 
Superannuation Scheme for the year ended April 
5th, 1965, was issued on Tuesday. 

The scheme provides for the board's management, 
supervisory and clerical staff, including colliery 
under-oJicials and foremen. There were 90,050 
members of the scheme oa April 5th, 1965, a slight 
reduction compared with the previous year. The 
Committee’s report shows, however, that in terms of 
benefits paid and income received and invested, the 
scheme continues to grow. Thus, {11°74 million 
was paid out in benefits during the year, of which 
£9°07 million was for retirement pensions and lum 
sums: the balance comorised lump-sum dea 
benefits, widows’ pensions, children’s allowances and 
withdrawal benefits. During the year 3,301 members 
retired, bringing the tote! number of retirement 
pensions in issue to 24,526. In addition, 2,943 
widows’ pensions and 1,180 children’s allowances were 
being paid. 

The total income for the year was [22:89 million, 
of which the Board paid {7-66 million, the members 
£443 million and the balance, {10°80 million, came 
mainly from income on investments. At April sth 
the scheme’s fund, which is still being built up to 
meet the cost of the existing and future benefits 
of members, stood at £18274 million. It was invested 
as follows: gilt-edged securities 20:66 per cent; 
debentures 15:47 per cent; ordinary shares 41-94 
per cent; real property 21:45 per cent; other invest. 
ments 0:48 per cent. 


ACCOUNTING RESEARCH AND 
QUANTITATIVE TECHNIQUES 


HE Science Research Council has awarded a 
reseerch grant to Mr J. R. Small, в.5с.(ЕСОМ.), 


. А.А.С.С.А., Lecturer in the Department of Account- 


ancy, University of Glasgow. The purpose of the 
research project will be to investigate the impact of 
quantitative techniques on accountants and account- 
ing systems and, in consequence, on management 


éfficiency.. Initially, use will be made of. studies 
which have been’ carried out by the Industrial 
Operations Unit of the Ministry of Technology; 
these were initiated with a view to the encouragement 
of the use of quantitative techniques for the solving 
о business problems and dealt with situations involv- 
ig the use:of calculus, probability statistics, network 
analysis, linear. programming, simulation, mathe- 
matical discounting, and other advanced quantitative 
techniques. It.is expected that Mr Small’s inquiry 
will.be extended to a number of other large organiza- 
tions in: some of which quantitative techniques аге 
hot yet being used by management. 

: Among the questions to which it is hoped that the 
inquiry will provide answers are: what demands on ac- 
counting systems, by way of information and reports, 
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have the introduction of quantitative techniques 
made? To what extent have these requirements 
been met or.are there any areas where accounting 
systems have been found to be deficient for this 
purpose? Has the accountant been. able to com- 


municate effectively with the specialists in this field, - 


and how far has his training and experience as an 
accountant enabled him to 'cope? What are the 
implications of this in relation to the education and 
training of accountants? 

Accountants, and others, who are in a position to 
furnish data in this field of study and who would be 
interested to discuss the problems with Mr Small are 
invited to write to him at the Department of Account- 
ancy, University of Glasgow, 67 Southpark Avenue, 
Симо Wa. 





. This is My Пе... 
А | by An Industrious Accountant 3 
"CHAPTER 298 | 
[avs beste © "ee ам pop 


trying to fiddle his purchases budget is to have his 
invoices postdated — when the office manager entered. 


He had that peculiar, intense, pursed-up look which. 


always indicates a human problem. ‘Have you seen 
young Robert this morning?" he asked. 

> І searched my memory. Robert was a junior in 
accounts payable . . . he'd had sick leave recently, 
then gone on holiday . . . due back zoday. The О.М: 
cut in before I could answer; “The young idiot has 
grown his hair long; it's appalling!’ 

. One always assumes that this sort of thing only 


happens in other establishments, and it's not nearly. 


so funny when it's oneself who must take corrective 
action. Prejudiced I.may be, but.I object to hairy 
youbg men in my department. The sight of Robert 
` strutting out to lunch, with tinted golden waves 
flowing over his shoulders made me feel slightly Ш = 
а feeling’ enhanced by his expression of patronizing 
gaiety. His work on accounts payable takes around. 
the store pretty regularly, checking missing invoices. 
The thought of customers regarding him as a typical 
specimen of our accounts department was far from 
appealing. Action was necessary 

- ‘You can’t do anythin with: him’, said the O.M. 

resentfully. ‘I spoke to him but he did the innocent; 

said everyone liked long hair except the stuffed shirts’. 
He choked slightly. ‘He said it was a personal matter, 
the young smart-alec . . . perhaps you'd like to 
handle this one yourself?’ 

- He's.a great hand at getting somebody else to pull 


his chestnuts out of the fire, is our office manager, but 
in fairness to him he was right to be cautious. There 
was trouble in the despatch department recently over 
something similar, and the union intervened; we 
didn't want trouble in the office. After all, we'd 
handled things pretty well some time ago when the 
cost accountant came in with a black beard, though 
admittedly times and tempers have changed since. 

I summoned Robert later and looked bea over. 
He seemed even more objectionable at close range. 
From his slight smirk I knew he knew what I was 
thinking and it didn’t worry him. At his age they 
aiunt care less. I decided to follow my instincts 
and go into action. 

The ostensible reason for our talk was to inquire 
how he'd. 
told me of the doctor's ineptness:I asked about his 
curls. Did he intend to retain them? He. was waiting 
for the question, and his eyes gleamed smugly as he 
assented. Certainly he'd keep them. Lots of chaps 
had them now; his people at home liked them; they 
were fashionable. 

A head-on collision was undesirable, во I leaned 
back nonchalantly and told him of our intention of 
implementing company. policy of staff rotation... 
move cha round the departments, broaden their 
horizons, fet them study their colleagues’ procedures. 
Robert stiffened warily. All was laid down in his letter 
of engagement, I stressed; a standard change of 
assignment. He could start in the millinery section 
immediately; it would be valuable new experience 
for him. 

Finding me adamant, Robert:sat lost in: thought. I 
could almost see the visions conjuring up іп his mind 
of Lady M. and other insistent females demanding 
he should model his wares for their benefit . . . then 
with a deliberate hand, he tugged at his curls; to my 


astonishment а wig dropped into his lap; he eyed me: 


quizzically. ‘Could you reconsider the rotation . 
in the circumstances?’ he suggested courteously. 
. Maybe there's hope for him yet. 
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. Moorgate Place 
Redevelopment — 


TEE proposals for ihe redevelopment of Morzgate 
Place as the headquarters of The Institute’ of 
Chartered Accountants in England.and Wales are 
now taking form as our illustrations of the arch--ect's 
model show; in addition the necessary office develop- 
ment permit has been granted by the Board of Trade. 


As can ђе seen, the architect .-. Mr W liam ` 


Whitfield, A.R.I.B.A., A.M.T.P.I. — aims at blendirz the 
Renaissance-style front of the original bui ding, 
which was opened in 1893, with the addtional 
accommodation now required through the -mstly 
increased membership of the Institute. Маву of 
the major rooms in the existing building w21 be 
retained, for example the Council Chamber wilf form 
an elegant ante-room to the new Great Hall — hich 
will accommodate боо at assemblies and 20 at 
dinners — and the new Council Chamber wil be 
formed out of the present Oak Hall. 

A modern, air-conditioned restaurant to sea- one 


hundred will be sited in an extension to the 1930 ` 


wing', and here, too, the Library will be resited — also 
air-conditioned. Other facilities will include p-vate 


interview rooms, changing rooms, and much enlarged 
members’ and guests’ loun 


The architect’s plans for the new building have-now | 


been approved by the Council of the Institute. 
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Abore. The proposed new buildi 
as seen from the corner 
Coptaall Avenue and Langthortie 
Court. The great staircase at the 
corner leads up from the new 
entrarice hall in Copthall Avenue 
to tke foyer of the Great Hall 
which occupies virtually. the whole 
of the main floor of the new 
building, and projects as shown 
towards orne Court. The 
uppe- floors are the offices of tbe 
secre-ariat. 


Left. Aerial view showing the 
relationship of the new and old 
build ngs. Great Swan Alley is on 
the left and Copthall Avenue, on 
the bottom right. At street level, 


-bardły any of the new building 


wil Бе seen from Great Swan 
Alley or Moorgate Place. 


Finance and 
^ — Commerce 


Cawoods Holdings 
Cawoods Holdings Ltd report from which 
this week’s reprint is taken has со be seen to be 
believed. Description is difficult. At the beginning, 
it measures 9 in. by 15 in., a size hardly conducive 
for filing purposes, but it then folds outwards three 
times so that, when fully extended, the report 
measures 4 ft 6 in. acress and 15 in. deep, which is 
nearly 52 square feet. 

And it has to be folded right out if the figures are 
to be studied. When fully extended, the inside of the 
document (if that is the word) reads from left to 
right: the directors! report on one 9 in. by 15 in. 
page, then the consolidated profit and loss account with 
notes under. Then comes the consolidated balance 
sheet with the auditors' report underneath. Next 
comes the parent company balance sheet with part 
of the balance sheet notes under it, and the following 


sheet carries the remainder of the notes. The right . 


wing is given to the group finance review which is a 
five-year record. | 

Turning the whole thing over, the other side рго- 
vides, in the first two areas, the statement by the chair- 
man, The next two areas аге the bacx and front of the 
report when it is folded. The back lists the company's 
operations and the subsidiaries that carry the 
operations out. The front carries the Cawoods 
insignia at the top and ‘Report and Accounts 1965” 
at the bottom ~ and these two pieces are coloured 
в golden yellow. | 

The final two areas аге the notice of meeting and a 
list of the directors and officers. The whole is printed 
on glossy paper board by Petty & Sons Ltd, of 
Leeds. 


- 


Complications 


"There are complications. Open the thing once and 
there is revealed to the left the notice of meeting and 
to the right ‘Statement by the chairman (continued)’, 
neither of which is exactly informative in isolation. 
At the second opum g there is revealed from left to 
right the list of directors and officers, the consolidated 
balance sheet plus auditors' report, the parent com- 
pany's balance sheet and the beginning of the balance 
sheet notes and the first рагі of the chairman's state- 
ment. | 
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Tt is not until the final folding out that the profit 
and loss account is revealed and by that time the 
reader has 4 ft 6 in. of glossy paper board to contend 
with. Printing-wise, it 1s all very well done, but after 
wrestling with the Cawoods report, folding up a 
roed map is child's play. 

There may be something to be said for an effort to 
get away from routine report presentation but it is 
difficult to appreciate just why those responsible 
for the Cawoods report should have hit upon this 
particular form. It is certainly not conducive to easy 
reading. 


Financial Review 


With this acreage of space available, the compilers of 
the report could have made much more of the group 
finance review than they have. The review 18 
a recital of the main profit and loss and balance sheet 
items. The chairman's statement gives the per- 
centage of profits earned by the various divisions: 
fuel distribution 64 per cent; quarrying, ready-mixed 
concrete and builders' supplies 31 per cent; asphalt 
works, concrete works, building components depart- 
ment and civil engineering and building 9 per cent, 
and miscellaneous activities a loss of 4 per cent. 

But shareholders are left to do their own arithmetic 
to turn percentages into Хв. Neither is there a turn- 
over figure, even on a whole group basis. In 9 in. by 
15 in. there should surely be room for a breakdown 
of turnover and profits by divisions in the financial 
review. 

Profits for the year were a record and the report 


„ gives the impression that the bulk of the increase 


came under the quarrying, ready-mixed concrete 
and builders’ supplies division, 
figures that must be an impression rather than a 
statement of fact. 


Great Lengths ; 


‘However, the absence of facts and figures on 


divisional turnover and profits is not, for once, as 
annoying as the physical effort involved in trying 
to read the report at all. A clear desk is supposed to 
denote efficiency, and a clear desk is certainly needed 
to cope with this report. Mp d 

But having gone to such lengths, it is a pity that 
the compilers of the report did not go to similar 
trouble in providing the type of information that is 
nceded in efficient company а ~ particularly 
on profits and their relationship to turnover and 
capital employed. | 

Furthermore, there is nowhere in the report any 
indication of the effect of corporation tax. In fact, the 
chairman is one of the very few chairmen who 
do not even mention it. The words ‘corporation tax’ 
do not appear at all in the entire report — at least 


feverish folding and unfolding has not revealed 
.them to the boggled eyes of this reviewer. 


ut without firm - 
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CITY.NOTES 


level of stock-market turnover has виђевдед, 
and after a respite lasting about three weele the 
market is once*again down to a business volure at 
which few broking firms can be operating profiably. 
The equity sections have made the most of the frmer 
sterling and balance of payments surplus fac:ors, 
but are now up against the fact that the majorty of 
company news items refer to growing pressuse on 
profit margins. 

The Rhodesian question has had little real impact 
on stock-market sentiment and the main reaso- for 
the turndown in business volume and in prices is 
the plain fact that the rise-from the July low c-oint 
took price levels to a pitch at which new buying, 
except on an extremely selective basis, did not look 
а particularly attractive exercise. 

Bank rate reduction hopes have also tended to 
fade and the fixed interest end of the market, as a 
result, has lost a lot of its bounce. Without stremgth 
in this sector the equity market loses one of its 
main props. 

The general view is that over the next few weeks 
equities will do well to maintain their present natch 
of prices. It is difficult to see factors develcping 
which can be calculated to bring buyers back ir any 
number. The technical position of the markct is 
such that buying in only small degree woulc be 
reflected in prices quite sharply. 


+ © + * 


HERE is growing concern in stock ехсһ жюре 
circles with the effect of the present paucity of 
business on the smaller stockbroking firms. = із 


“AS little consolation that ‘failures’ so far have invo-ved 


relatively small amounts of money, but in a clcsely 
knit community like the stock exchange it is the 


human, rather than the financial, repercussions that 
are of major concern. Brokers are having to reduce 
staffs and this week one medium-sized broking 
partnership announced its intention to dissolve next 
month: Apart from the low level of business which 
has existed over the past year, a major problem is the 
prospect that business is likely to remain low for some 
considerable time ahead. 


* ш * * 


Т was quite like old times for the City to have Mr 

Charles Clore’s name at the top of a ‘take-over’ 
story. Mr Clore's bid for Lewis's Investment Trust ' 
recalls the time when he and Mr Hugh Fraser (as 
he then was) were the acknowledged 'take-over' 
tycoons. But Mr Clore's latest bid is not in the 
original classic style of the take-over with a strong 
property-worth element. Mr Clore has been looking 
for years for a suitable home for the £20 million and 
more that his British Shoe Corporation has had 
available for new investment. 


* * * * 


HE decision of the Government to order an 

inquiry into che position of the shipping industry 
is acknowledged in the City as being a result of the 
representations made by the industry to the Chancellor 
of the Exchequer before the last Budget. One of the 
basic troubles in the industry is that the favourable 
tax position that it theoretically enjoys is, in fact, only 
enjoyed when profits are being made. Allowances 
are only of value if there are profits a ast which 
allowances can be made. The profit level ‘of the 
industry is extremely small in terms of employed 
capital and the value of allowances stands to be 
devalued under corporation tax conditions. 


RATES AND PRICES 
Closing prices, Wednesday, October 13th, 1965 
Tax Reserve Certifxates: interest rate 28.11.64 34% 


Bank Rate 
Nov. 2, 1961 6% Јар. 3, 1963 49 
Маг. 8, 1962 si Feb. 27, 1964 3% 
Mar. 22, 1962 Nov. 23, 1964 7% 
April 26, 1962: E June 3, 1965 5% 
Н Treasury Bills 
Aug. 6 Б 125 541d% Sept. то £5 ros 1:6-1% 
Aug. 13 : ios 10:694% Sept. 17 £5 gs 108 4% 
Aug. 20 ros 7'994% Sept. 24 £5 9s 104719, 
Aug. 27 5 Ії 2'164% Ост 5 82 5-8: 19) 
Sept. 3 ios 646d% Oct. 8 £5 7: 1021 1% 
Money Rates 
Day to day 44-54% Bank Bills 
7 days Qí0 41516 2 months 51-57 
Fine Trade Bills 3 months 59-51% 
3 months j 8464 months 54-52% 
4 months -74% months 5–5=% 
6 months A35 5 


Foreign Exchanges 
New York 24:804 Frankfurt I1:23 
Montreal 301% Milan 1751¢ 
Amsterdam то'од Озо 20°02 
Brussels 139°21 Paris 13°74 
Copenhagen. 19°32} Zürich та: 
Gilt-edged 

Consols 4% 63 Funding 3% 59-69 80% 
Consols 2194 39 Savings 3% 60-70 85 Ў 
Conversion 695 1972 984 Savings 3% 65—75 75 
Conversion 54% 1974 932 . Sa 24% 64-07 93 95 


'Treas'ry 54% 2008-12 SR 
Treasury 5% 86-89 8:8 
Treasury 34% 77-80 76} 


Conversion 5% 1971 
Conversion 34% 1969 


Conversior. 34% 5$ 

Funding 5+% bakes 92} Treasury H % 79-81 734 
Funding 4% ort "Treasury 2176 . 39 

Funding А и 61 Victory 4% 96k 
Funding 3% 6668 90d Маг Loan 34% 56% 
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Correspondence 


The Editor does not necessarily agree with, or hold himself 
responsible for, the opinions expressed. 


Practitioners’ Problems 


Sm, — The correspondence during the last month 
under the headings of ‘Provincial Practitioners’ 
Problems’ and ‘Practitioner Inquiry’ has brought 
together problems that most provincial accountants 
in practice today are faced with, and which show 
every indication of becoming more accute. 

However unappreciative of these problems the 
Institute may have been in the past — redeemed 
rather belatedly by the Practitioner Inquiry — the 
initial steps to solve the difficulties really lie with 
ourselves and through active participation in our local 
group or branch of the District Societies. 

In this county a scale has, for some years now, 
been accepted by all practising members of the 
local group as the basis for minimum fees and this has 
had a material effect in bringing a particularly low 
scale up to a better level. Albeit, we are still much 
below the rewards earned by other professions. 

With regard to the lack of co-operation with 
accountants by the Inland Revenue about which a 
correspondent in your September 25th issue com- 
plained, here again action to create co-operation at 
local level is the first step. Here, provisional dates of 
Commissioners’ meetings are notified to the local 
group at the beginning of cach year, and each firm 
is given the opportunity of agreeing with the 
District Inspector a list of final dates for all appeal 
cases, 80 that it is possible to plan, very largely, a 
whole year’s work in reasonable sequence. It is true 
that on occasions junior officers, often through 
inexperience, cause accountants unnecessary work 
and waste their time through errors or the failure to 
furnish full information. When such action becomes 
persistent, however, then a firm warning to the officer 
responsible can have a salutary effect. 

However, it is now eighteen months since the 
results of the Practitioner Inquiry were published, 
followed recently by the admirable publication, 
Good Practice Performance, and those members who 
comprise the smaller provincial practitioners are 
still waiting for more direct help from the Institute 
itself to support their own efforts to attain a scale of 
remuneration that is comparable with the earnings of 
the provincial members of other professions. 

Yours fai у, 
FRANCIS W. BRIGHT, РСА, 


Newport, I.W. 


Sm, – I read with great interest the letter entitled 
‘Practitioner Inquiry’ (September 25th issue) and 
agree entirely with the comments of Mr G. S. Pearce. 
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We are a divided profession and I believe I am right 
in saying that it is only fair to their members that the 
recognized bodies do something about it. 

I would have thought that if integration is not 
possible at this stage, at least a reciprocal agreement 
between the Institute and the Association to admit 
also as their members, members of the other body 
with double the normal article period in public 
practice, would go a long way in solving many of 
our problems. 

Yours faithfully, 


QUALIFIED ACCOUNTANT. 


Corporation Tax and Investment Allowances 


Sir, — The most interesting feature of the Unigate 
explanation of the impact of corporation tax, on 
which you comment in your issue of October and, 
is the fact that no mention is made of its effect on 
investment allowances. If a full tax charge had been 
necessary the retentions would have been greater 
under corporation tax at 35 per cent than under 
income tax and profits tax at 56} per cent, and the 
reason they are substantially the same is the devalua- 
tion of investment allowances. 

Many companies treat tax saved by allowances 
as an addition to general reserve (to be regarded as 
untouchable for dividend in practice, if not in law) 
as distinct from unappropriated profit. If Unigate 
had adopted this policy the profit retained would have 
been approximately as follows: 

Income tax Corpora- 
and profits tion tax 








а tax 35 n cent 
Profit before tax 8,792 8,792 
Deduct tax = 4,940 3,080 
Ле 3,854 5,712 
Dividend Pref. Es 312 509 
» Ord. e e 1,963 3,291 
Retained profit £1,577 бт,о:2 


The ‘excess’ retentions under corporation tax 
would require to be transferred to general reserve to 
offset the devaluation of investment allowances. 

Yours faithfully, 

Whickham, F. S. WOODWARD. 

Newcastle upon Tyne. 


Compulsory Purchase: 
Valuation for Compensation 


Sir, – A client of mine, the proprietor of a retail shop, . 


is faced with the prospect of a compulsory purchase. 
I would be grateful to any reader for information as 
to the basis of valuation for compensation purposes 
in these cases. What can be claimed for the business, 
loss of income, disturbance, etc.? 

Yours faithfully, 


Westcliff-on-Sea. T. STONE. 


d 
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THE INSTITUTE OF CHARTERED 
+ ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council heid 
on Wednesday, October 6th, 1965, there were present: 


Mr Robert McNeil, President, in the Chair; Sir Henry Benscn, 
C.B.E., Vice-President; Меште Е. Allan, W. s 
Hamilton Baynes, J. Н .M. BE Sir Willicm 
Carrington, Messrs б. Т. E, Chap in, D. A. Clarke 
Cox, Croxton-Smith, W. Densem, 8. Dixon, J. V. 
Eastwood, W. W. Fea, Sir Harold Gillet, Bt, m.c., Мека J. 
Godfrey, G. С. С. Goult, L. C. Hawkins, c.n.E 

. А. Jackson, А. W. John, о.в.к., Н. О. Johnson, К. О. A. Kerl, 

ir William Lawson, с.в.в. Messrs R. . B. 
Leech, M.B.E., T.D., E. N. Macdonald, p.r.c., J. Н, Mann, м.а. 

"Ма Bertram 


R. Р. tthews, D. 8. Morpeth, W. 
. W. Вођво D.R R. G. Slack, D. Steele, А. 3. 
Thomam AT alton, R. Walton, F. J. Weeks, ]. C. Montgomery 


. Winter, C.B.E., M.C., T.D. 


Special Meeting — September 23rd, 1965 

It was reported that, at the Special Meeting of members 
held on September 23rd, 1965, at Church House, 
Westminster, the twelve resolutions as set out on tae 
notice convening the meeting were passed by mcre 
than the requisite two-thirds of the members present 
and voting (in person or by proxy). 

А copy of the resolutions has been passed to Her 
Majesty's Privy Council for allowance. 


The Disclosure of Depreciation in Accountan:s' 
Reports in Prospectuses and Similar Documerts 


A statement for the guidance of members on "Гле 
Disclosure of рова in Accountants! Reports in 
Prospectuses and Similar Documents’ (reproduced on 


“page 481 of this issue), the terms of which had bean 


agreed with the Quotations Department of the Stack 
Exchange, London, was approved for publication and 
for circulation to members with the next supplement 
to the Members’ Handbook. 


Solicitors’ Accounts and the 
Accountant's Certificate Rules 


Interest on Client? Money 


À statement for the guidance of members on 'Solicito-s' 
Accounts and the Accountant's Certificate Rules: 
interest on clients’ money (reproduced on page 482 
of this issue) was approved for publication and for 
circulation to members with the next supplement to 
the Members Handbook. 


Industrial Training Act, 1964 

It was reported that Industrial Training Boards 
established under the Industrial Training Act, 1964, 
are empowered to reimburse individual firms ‘within 
the industries with which they are concerned for 
expenditure incurred in training employees. In some 
cases Boards may require claims for grants to be 
supported by independent accountants’ certificates. 

The Institute, in conjunction with other accountarcy 
bodies, has been in touch with the Ministry of Labcur 
and certain ot the Training Boards regarding the form 


T 8. Heaten, ` 


of audit certificate to be used оу independent account- 
ants who глау be asked to ve-ify such claims and has : 
agreed forms of audit certificate for use when required 
in respect of claims made to the Construction Industry 
Training Board and the Iron and Steel Industry 
Training Board. 


Trustee Savings Banks Inspection Committee 


The Council reappointed Mr W. С. Densem, Е.С.А., 
as the Council's representative on the Trustee Savings 
Banks Inspection Committee for a further period of 
four years. 


Course for Teachers of Accountancy 


It was reported that some forty teachers or intending 
teachers of accountancy had. attended the week-end 
course arranged by the Education Committee at the 
London University Instituze of Education from 
September 16th to xgth, 1965. The Council placed on 
record its appreciation of tke co-operation received 
from the Institute of Educaticn and its contribution to 
the success of the course. 

The Education Committee now has under con- 
sideration che question of future courses for teachers of 
accountancy. Details will be announced as soon as 
possible. 


The Certificate in Management Information 
Registration for the First Examination in October 1966 
The Courcil approved the following staterhent for 

publication: 

‘In view of the interest shown by members in 
recent weeks in the Certificate examination it has 
been decided to extend the closing date for registra- 
tions for the first examination to be held in October 
1966 from October 1st, 1265, until December 1st, 
1965. Any member wishing to register as a candidate 
for the examination shouli therefore write to the 
Secretary of the Institute for a registration card, 
which must be completed and returned on or 
before December 1st, 1965.’ 


May 1066 Final Examiration (Old Syllabus) 
It was reported that the examination will commence 
on Monday afternoon, May 16th, 1966, and not on 
Tuesday afternoon, May 3:st, 1966, as previously 
announcec. 

No clerk will be prejudiced. by this change of date. А 
clerk eligible to sit for this examination under the 
original date will de eligible to sit under the revised 


date, but no clerk can be permitted to sit for this 


examination whose articles expire after August 3oth, 
1966. 

Any student wha may be in doubt as to his eligibility 
to sit for the examination -eferred to above should 
communicate with the Institute without delay. 
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Registration of Articles 


The Secretary reported the registration of 184 articles 
of clerkship during July and August, the total number 
since January rst, 1965, being 1,317. 


Admissions to Membership 


Тће following were admitted to membership of the 
Institute: 


Acloque, Guy, A.C.A., a1965; Bodleian House, Reigate, Surrey. 

Adams, Harvey, A.C.A., a1965; 183 Sentinel Re. Downes: 
Toronto, Canada. 

Adams, John Thornton, A.C.A., a1965; 52 Beckwith Rd, Herne 
Hill, London 8Е24. 

Adama, Robert, В.А., А CA., 21965; 14 Montfort Place, Newcastle- 
under-Lyme, Staff: 

damson, Jobn Richard, A.C.A., 21965; 29 Woodlands Court, 

"Phrockley, Newcastle upon Tyne 5. 

Addison, John Sidney, a.c.a., pv '6 Vere Rd, Barnard Castle, 
Co. Durham. 


Adiyiah, Emmanuel Oduro, A.C.A., a1965; 7a Brentmead Place, 


London NWzr. 
Advani, Suresh Pritam Singh, A.C.A., 
London Wio. 
AL Chuen, сап, B.A.(ECON.), A.C.A., 21965; 164 Lancaster Rd, 
London 


a1955; зо St Charles Sq., 


, Essex. | 

Akeredolu, Jeremiah Oladele Kehinde, ee .), A.C.A., 41965; 
24 East Bank, Stamford Hill, London N 

Alam, Shah, A.C.A, 21965; 63 Calbourne Rd, London SWi12. 

Alcock, Robert Harding, A.c.A., а1965; ‘Laryhill’, Grinshill, near 
Shrewsbury Salo 

Alderson, Anthony ne А.С.А., 21965; with А. С. Hirst & Со, 
31 North K Joka Gi. Liverpool 2. 

Aldridge, Richard Charles, A.C.A., а1965; 3 Cook's Folly Rd, 
Sneyd Park, Bristol 9 

Alexander Roger Tohr "Blake, А.С.А., 999265: а Dorset House, 
St John's Avenue, Putney, London S 

Allan, n Raymond Clive, A.C.A., a1965; 30 Netherton Rd, 'T'wicken- 


Allen, Frederick Roy, A.C.A., a1965; 
Petts Wood, Kent. 
Allen, John Godfrey, B.COM., A.C.A., a1955; 39А Grange Park, 


London Ws. 
ohn Maxwell, А.С.А., 21965; 82 Onslow Gdns, 


Allen, Petre’ 
London S 

Allfrey, Peter Charles Scudamore, A.C.A., a1965; Lower Hazel 
House, Ru vay, Bristol. 

Alli, Leonard d, А.С.А., 21965; 145 Crown St, Queenstown, 
Georgetown, British Guiana. 

Allison, David Martin, A.C.4., a1965; 28 Tongdean Lane, 
Brighton, Sussex. 

Allmand-Smith, Timothy Paul, A.C.A., 21965; 23 Rusholme Rd, 
Putney, London SW: 5. 

Ambrose, David Michael Taylor, LL.B., A.C.A., а1965; 249 
Melfort Rd, ''hornton Heath, TT 

d, A.C.A., 21965; 15 S lu Rd, London NWa. 
Anand, agdish, A.C.A., 21965; hantry Cottage, Abbots Leigh, 
ristoi. 


а Indicates the year of admission to the Institute. 


aS Indicates the year of admission to The Society of Incorporated 
Accountants. 


$ means ‘incorporated accountant member’. 
{ means ‘member in practice’. 


Firms not marked +, tł or * are composed wholly of chartered 
i members of the Institute. 


Delvyns', The Chenies, 


the name of a firm indicates that the firm though not . 


uh y com of members of the Institute, is composed 
wbolly of ered accountants who are members of one or 
another of the three Institutes of chartered accountants in Great 
Britain and Ireland. 


tt Against the name of a firm indicates that the firm includes an 
incorporated accountant member of this Institute and is composed 
wholly of members of one or another of the three Institutes of 
chartered accountants in Great Britain and Ireland. 


* Against the name of a firm indicates that the firm is not wholly 


composed of members of one or another of the three Institutes of 


chartered accountants in Great Britain and Ireland. 
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Andrews, орен David, А.С.А., a1965; 'El-Maon', Place Rd, 
Cowes, LW. 


Anguah-Boafo, Benjamin Cod ACA., a1965; ОВА Town- 
meed Rd, Fulham, London sive, i 
Ash, Ian George C laudius, A.C.A., 21965; Cadley Farmhouse, 
Chute, near dover, Hants. 

Ashworth, Frank ШЕ, B.A, A.C.A., a1965; ‘Green Bank’, The 
Firs, Bowdon, Cheshire. 

Asam, Мориц А.С.А., 41965; 30 Compayne Gdns, London 


Atkin, David Gerard; А.С.А., 41965; 147A Councillor Lane, 
,Chesdle, Ch 
dedi Wiliam © Charles, A.C.A., 21965; 36 Westway Gdns, 


Willen ‘Giles, M.A., ACA, @1965; 94 High Point, 
Dad Hill Rd, Edgbaston, Birmingham m t5: 
Atkinson, Alan Keith, ACA, а1965; 53 Park, Pinner, 
Middx. 
vert Lane, Hull. 


Atkinson, Stuart Arnold, A.C.A., a196 
Aw, Foong, Chen, A.C.A., 41965; 91-A ле Hock Rd, Singapore 


II. 


Badenoch, James Alexander, A.C.A., 21965; with Price Water- 
house & Co, 47 Avenue De L'Opera, Paris 1, France. 
Bagai, Sudarshan, Kumar, A.C.A., 21965; 66 West Cromwell Rd, 
ndon SWs. 
, John eith, A.C.A., 41965; 13 Westgate, Tranmere Park, 
uiseley, near Leeds, 
Bailey, Christopher James Cecil, B.A.(ECON.), A.C.A., a1965; 239.) 
Streatham Rd, London SW16. 
Baker, Leslie William, A.C.A, a1965; Victoria Cottage, 12 St 
Thomas Rd, Launceston, Cornwall, 
Baker, Richard Kenneth George, A.C.A., а1965; 75 Havelock 
Clore, аға Kern London W12. 


Desierto Robert Ian, А.С.А., a1965; ‘Westlands’, Wylan-on- 
е, Northumberland. 
аб John Frederick, a.c.a., a1965; 71 Station Rd, Stoke 
, Nuneaton, Warwicks. 
Bale revor John Leslie, A.C.A., 21965; 38 Beresford Rd, 
Walthamstow, London E17. - 


Ball, David Lewis, A.C.4., 21965; Glen House, East Keswick, 
near Leeds. 

Ball, David Ое, А.С.А., a1965; 21 Beckford Rd, Addiscombe, 
Nu don, S gu 

nneth Roland, A.C.A., 21965; 459 Bitterne Rd, Bitterne, 
py erase 

Ballar, John David, A.C.A., a1965; 117 Ladbroke Grove, London 

тт. 

Barber, Allan, A.C.A., 21965; 5 Baden St, Mytholmes, Haworth, 
Keighloy, orks. 

Видер; Peter James, А.С.А., a1965; 103 Park Crescent, Erith, 


ent. rd 

Baretto, Charles Philip Neri, A.C.A., 21965; so Honeybrook Rd, 
Balham, London SWrz2. 

Barker, Duncan Neish, A.C.A., 21965; 46 Brownlow Rd, New 
Southgate, London Мат, 

Barlow, Christopher Howard, A.C.A., 21965; 37 Maidstone Rd, 
New Southgate, London Ni. 

Barlow, oen d Graham, B.sC.(ECON.), A.C.A., a1965; І Stocks 
Hill, Menston, near 

Barlow, Raymond Percival, B.A.(COM. ), ACA, 41965; aa South 
Drive, Chorltonville, Manchester 21. 

Barnbrook, John, A.C.A., 21965; 90 Whitacre Rd, Bordesley 
Green, Bi ham 9. 

Barnsley, Jobn Turton, A.C.A. › 41965; 30 Chorley Drive, Sheffield 


Barraclough, Robert James, А.С.А., 41965; ‘Craigmoor’, Denton 

Rd, Il , Yorks. 

Barratt, David Charles, LL.B., A.C.A., a1965; 4 St Elmo Mansions, 
Gondar Gdns, London Кї. 

Barrett, Michael Down, мМ.А., A.C.A., 21965; with White, Withers 
& Co. 30 St Leonards Rd, Bexhill-on Sea. 

Barry David, B.sc. (Econ. ), A.C.A., 21965; 18 Northways, 

College Crescent, London NW NW3. 

Barton, (Miss) Eileen, A.C.A., 21965; ‘Inglebrook’, Broughton, 
near Preston, Lancs, 

Barton, Раш, B.A.(ECON.), A.C.A., 74 Addison St, 
Nottingham. 

Basir, Abu Mansor Bin Mohamed, A.C.A., a1965; тоо Jalan 
Kuala Lumpur, , Selangor, Malaysia. 

Baskerville те ward, ACA., 21985; clo Newton & 
Baskerville, 69 Bridge St, Manchester 

Bass, Joba David, M.A., A.C.A, 21965; 2 "Park Crescent, Peter- 


а 
ат Stephen, A.C.A., a1965; 419 Bradley Rd, Huddersfield. 
Dun Arnold Robin William, A.C.A, a1965; 127 Crescent 
Rd, New Barnet, Herts. 


a1965; 
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Beattie, Richard Charles Innes, A.C.A, 41965; Pyon House, 
Paradise Drive, Eastbourne. 
Beazeley, Peter John Swain, A.C.A., a1965; 25 Main St, Cosby, 
Leicester. 


Bedenham, Martin James, A.C.A., a1965; 20 Cross Farm Rd, 
Harborne, Birmingham 17. 

John Derek, ВА ACA, a1965; with T. & H. P. Bee, 23 

pent Cliff, Preston. 

Bell, Garry, a.c.a., a1965; with R, У. Allot & Co, т South 
Terrace, Moorgate Street, Rotherham. 

Bell, Robin William, дел» аї965; Flat x, ‘Heatherlands’, The 
Rise, Sunninghill, Ascot, B 

Bellamy, Dennis Reymond, A.C.A,, 21965; Dalton Fisheries, 
Doncaster Rd, Dalton Brook, near Rotherham, Yorks, 

Bennett, David Sidney, AGA, 'a1965; 97 Arkley Rd, Waltham- 
atow, London E17. 

Benneyworth, Jal John Ernest, A.C.A., a1965; 48 Maybury Rd, 

Clayton, А ат 


Woki 
65; 15 153 Birmingham Rd, 
Wylde Green, Sutton Coldfi 


Benson, dd C 
Benson, Peter eod, M.A. ed e arai. The Red House, 
Rockshaw Rd, Merstham, Surrey. 
Benstead, William George "Henry, А.С.А., а1965; 1 Lawrence 
Rd, London Erg 
Bentley, Nicholas Bryan, a.c.a., a1965; Flat 3, a3 Queen's Gate, 
London SW7. 
Benton, amin, A.C.A., 21965; 123 Nye Bevan Estate, Clapton, 
on Es. 
А Pegwell, Devid Ian, B.A., A.C.A., 41965; 15 Hillcross Ave, Morden, 


Ка Bemard.. 28 Helena Rd, 
Willesden, London NWio. 

Beverton, John Davey, A.C.A., a1965; ‘Red Gables’, Beatrice 
Rd, Capel-Le-Ferne, near Folkestone. 

Biles, John Christopher Morris, B.8C., A.C.A. 21965: Wyndham 
House, Wyndham Park, Peterston-Super-Ely, 


Blazeby” , Crispin Anthony Leigh, В.А., A.C.A., @1965; Flat 2, 
71 ts ghtabridge, Lon 
Bliss, Richard John, a.c.a., 21965; ‘Kingshot’, Edward Rd, 


Winchester, Hants, 
Blower, John Stanley, A.C.A, 41965; "Iamarisk' Lostock 
Bleed о 96 H ood Rd, 
tman, Timo ео , А.С.А., a1965; 11 Hon 
armar y rey 5; yw 
Bolton, David Edward, LL.B., A.C.A., 21965; 43 Fairacre Rd, 
Grassendale, Liverpool 19. 
Bond, Joseph Aloysius, A.C.A., ai Tidi Davies & Crane, 
Hoghton Chmbrs, Hoghton St, 
Boore, ае кте, BA, ACA, а s: 8 Marchmont Rd, 
ichmon 
б во Anthony тін A.C.A., 21965; with Whinney Murray & 
Ss. "Co, Midland Bank Bldgs, Spring Gdns, Manchester 2. 
Borthwick, Brian Dre Fairlie, A.C.A., ai965; ‘Barnby’, 


Woodcote Close, Epso 
пу Его so Willd" A.C.A., 21965; 42 Bridge Rd, 
Q: 
ward Gordon A.C.A., 21965; 18 pas Crescent, 
Almondbury, Huddersfield. 
Bowerman 
mouth, ааа Шат, 
Bowkett, Казага Walter, ACA., eo 965; n І. W. Stone, 
atson , 177 ration St, 
onda Arnold, A.C.A, 41965; то West Lini Ene feeds 
d, William Green, A.C.4., a1965; 97 Windermere Rd, Paling, 


ndon Ws. 

Boyde, Geo Callin, A.C.A., a1965; ‘Inner Gordon’, Patrick, 

SBradley, Brian William, А.5.А.А., а1965; The Flat, Chantry 
House, 51 Church St, ‘Ashbourne, Der 

Braithwaite, Michael John, ACA. 'a1965; 167 Crossbrook St, 
Waltham Cross, Herts. 

Brett, Andrew bug ti eol a1965; 136 Bexwell Rd, 
Downham Market, No 

Brett, John, A.C.A., a1965; "The Butts’, Wells Rd, Fakenham, 
Norfolk. 

Brickell, Michael James Brindley, A.C.A., a1965; Ash Mount, 
Callow End, Worcester, 

Brittain, David Charles, a.c.a., a1965; 40 Clevedon Rd, Weston- 


super- Somerset. 
Broadbent, eil Webster, a.c.a., 41965; ‘Briarfields’, 
Lane, Gildersome, Morley, Leeds, 


Broadhurst, Norman Neill, A. is 41965; 93 Radnormere Drive, 
Cheadle Hulme, Cheadle, Cheshire. 

Broadhurst, Paul, A.C.A., d oor c/o Broadhurst & Co Ltd, 
Gadb: Northwich, Ch Cheshire. 

Broady, Maxim Verdun, ACA, а1965; ‘The Spinney’, Kingsley 
Green, Haslemere, Surrey. 
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Brocklebank, Peter, A.C.A., 21965; with Turquand Youngs & Co, 
19 Coleman St, Lordon ECa. 
Brode, Andrew Stephen, В.А. (сом, A.C.A., а1965; 74 Ballbrook 


Court, Dicsbury, Manchester 20. 
Brooker, Colin urice John, A.C.A., а1965; ror Widdicombe 
Way, Brighton 7. 


ks, Edwin Lintor, dei A.C.A, 41965; 56 Abington Park 
Crescent, Northamp-o: 
Broughton, Alan, A.C.A., Кота with Ransom, Harrison & Lewis, 
267 Cin Rd, Sheffield 1o. 
Alfred Keith, A.C.A., 21965; 38 Greenhow Ave, Burley, 


Leeds 4. 

Brown, Ку Clement, A.C.A., 21955; 55 St Osmunds Rd, 
Parkstone, Dorset. 

Brown, Anthony Stuart Edlund, A C.A., a1965; 7 Bargate Ave, 
Grimsby, Lincs. 

S Midas ld, A.c.A., ar965; 28 Broadhurst Ave, Edgware, 

ohn Graham, A.C.A., a1965; 81 Crawford Ave, Leyland, 


Brown, Leslie, B.COM., A.C.A., атоб; ro Manor Hall Drive, 
Hendon, London NW. 

Brown, Peter David, A.C.A., a1965; 76 Whitchurch Gdns, 
Edgware, Middx. 

Brown, Peter Harold Samtiel, 4 A.C.A., 21955; 53 Beaufort Mansiones, 


lantwit Major, G 
Bunyan, Michi Michael Robert, A.C.A., 21965; зо Oakhouse Rd, Bexley- 


Burke, oi Max, A.2.4., 21965; 28 Highview Gdns, Finchley, 
London N3. 

Burley, William Robert, A.C.A., 21965; 40 Wolverton Rd, 
Boscombe, Bournemouth. 

Burnett, Robert Paul, A.C.A., a1965; 27 Compayne Gdns, 
London NW6. 

ome David, A.C.A., a1965; ‘Newfield’, L'Ialet, St Sampson, 

u 

Burton, Anthony Willam Robertson, M.A., А.С.А., a1965; with 
Cooper Brothers & Co, Abacus House, 33 Gutter Lane, 
Cheapside, London EC2. 

Burton, David Javid. Gowan; A.C.A., 41965; 3 Shenfield Rd, Woodford 


po 
(Миз) anet Elizabeth, A.C.*., a1965; Rush Court Gdns, 


Кайы erks, 
Buron, Frank, А.С.А., а1965; 2a Collingwood Ave, Didcot, 


Bane. David Harry Loftus, B.A., 4.C.A., 21965; 7A Dalkeith Rd, 
Harpender, Herts. 
Butler, Anthony George, A.C.A., a1965; 7 Beckett Walk, Becken- 


Butler, Ian Frederick, в,сом.. A.C.A, 21965; a Beech НШ Rd, 
Wylde Green, Suttoa Coldfield, Warwicks. 
јан Јоћп а Duncan; A.C.A., а1965; Flat 2, 48 Redlands Rd, 


Binler, cy Alexander Sidney. A.C.A., ar965; ‘Almendra’, 
[x Lane, Chislehurst, Kent. 
в Р 


Ronald, В.А.(ЕСОМ. Ас a1965; 8 Hart Drive, 
Goldmere, Sutton рте а У 


Butterworth, Kevin, А.С.А., а1965; 1 Wheatholme Bt, Cloughfold, 
‚ Rossendale, Lancs. 


Cabban, Randolph Anthony KadweL, A.C.A., 41965; Mead House, 
е "ho Meads, С; ranbrcok, Kent. 
ordon Stewart, A.C.A., 'a1965; Oaklands House, 
Allington Lane, West End, Sou 
boy dee Jchn Michael, Асл а1965; 32 Warren Drive, 
ppleton, near Warrington; св. 
Calverley, Davi 


Carr, Tot Buxton, A.C.A., done II Proadesnds Court, 
Broadsands Churston, Paignton, Devo 


Carroll, moder d win, A.C.A., а1965; 53 Grange Ave, Hanham, 
Kingswood, Bristol. : ^ 

Carter, Alan Hubert, ACA. а1955; ‘Sabena’, Green Lane, 
Axminster, Devon. 


Carter, John, B.A., А.С.А., 21965; 6 Sunbury Ave, London NW*. 
Cartwright, үзегез Francis, A.C.A , 41965; Castle Hill House, 


итеу. 
Cu - Patrick Robezt, вА ad 41965; ‘Moorlands’, Lung- 
hurst Rd, Woldingham, S 
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Cathcart, Alan Spence, A.C.A., a1965; 13 Wigsby Ave, Moston, 
Manchester ro. 

Cattell, Jonathan Danes, A.C.A., 21965; 8 Guilford Rd, Leicester. 

Cave, Ronald James, A.C.A., 21965; 6 Roberts Place, Victoria 
P Dorchester, Dorset. 

Cecil-Gibson, Michael Peter, B.A., А.С.А., 21965; 13 Grenville 
Place, London SW". 

Chaffer, Gareth William, A.C.A, 21965; 23 Park View Rd, 
Burley, Leeds 

Challis, Stafford Brake, A.C.A., 21965; 37 Uridge Rd, Tonbridge, 


Chambers, f Colin, A.C.A., a1965; 29 Brackendale Parade, Thackley, 

ord. 

Chambers, John, B.COM., А.С.А., а1965; 68 Kidderpore Ave, 
Hampstead, London NW:. 

Chamier, Michael Edward” ‘Deschamps, A.C.A., 21965; ‘Green 
Hedges', Faircrouch Lane, Wadhurst, Sussex. 

Cheesley, Roger Gwynne, А.С.А., a1665; 29 Chatham Rd, 


Kingston upon штеу. 
Cheeaman, Peter, ECA a1965; 6 Maple Close, Eastcote, 
Ruislip, Middx. 


elk, Michael Laszlo, B.4., A.C.A., 21965; 58 Dacre Rd, Hitchin, 


Herts, 

Chessells, Arthur David, A.C.A., a1965; Lawn Cottage, Camden 
Park, Tunbri Wells, Kent. 

illian Osman, A.C.A., 41965; 28 Grove Way, 


Childs, John 
Tooting Park, London SW17. 

Chip хороп, on, John Michael ACA, 41965; 41 Northcote Ave, 

Londan Ws 

Chisholm, John Kenneth Fraser, A.C.A., 41965; 84 Cheam Rd, 
Ewell, Surrey. 

Chivers, Paul, 4 А-С.А-, a1965; 37 Bolton Rd, Chessington, Surrey. 

Chowdhury, G hyas Uddin, А.С.А., а1965; Hornsey Y.M.C.A., 


London N 
Christofi, He dictu. ACA, @1965; 12 Woodberry Grove, 


Jobn, A.C.A., а1965; 5 Welby Lane, Melton 


сме Colin David, B.SC.(ECON.), A.C.A., a1965; 41 South St, 
Chichester, Sussex. 
cur n h Alan, A.C.A., 21965; 50 Arundel Rd, Luton Beds. 
olas Jackson, A.C.A., 41965; ‘Bund Bolney, Sus тано 
са Да harles, A.C.A., 'a1965; 136 Grass Rd 
ton, Kent. 
Clarke, Anthony, A.C.A., 41965; 23 Ashlay Crescent, epe 
она. 


, ACA. 41965; 5 Appledore Close, Upper 


Clarke, Colin Harcourt Norman, А.С.А., 41965; 396 Goldhawk 


me "Stamford Brook, London W6. 
yton, Dennis James, ACA. 21965; 3 Boarfold, Chisworth, 
са оне via Hyde, Cheshire. 
Gees John, А.С.А., 41965; Couelle Cottage, Le Coin, 8t 
Ouen, Jersey, С.І. 
Clow, Leo Leonard Rodet; A.C.A., а1965; 25 Clos Hendre, Rhiwbina, 


Coates, Colin John Unett, хсл a1965; 20 Hayes Court, 
Camberwell New Rd, London SEs. 
S Shristopher Stephen, A.C.A., 41965; 59 Upper Kincraig 

t, 

Cole, Youn " Spensley, B.A, А.С.А., 21965; 17 Kingsmead Rd, 
Bishop’s Stortford, Herts. 

Coleman, John, a.c.a., a1965; 26 Marlborough Rd, Atherton, 
Manchester. 

Collings, Patrick Nigel, A.C.A., a1965; 61 Pentire Ave, Newquay, 
Cornwall. 


Collins, David Harold, ACAS 41965; Montgomery House, 
Alexandra Park, Manchester 16 
Condon, Peter Gerald, B.A., AC.A., a1965; 120 Hodge Hill Rd, 
Birmingham 34. 
Cookson, Michael Dean, a.c.a., 41965; The Croft, Birchdale, 
Appleton, near Warrington. 
Coombe; Michael John, A.C.A., a1965; a Alma Houses, Maesteg, 


Coon, Peter, A.C.4.,a1965; 7 Robartes Ter., Lostwithiel, Cornwall. 
«оре, James Francis, A.C.A., 21965; 23 Nelson St, Heywood, 


Capper, S ‘Simon John Waldron Scott, A.C.A., 41965; “Marjolaine’, 
ill, Cheltenham, Glos. 

ы о, Vincent Barry, A.C.A., 21965; 29 Firth Grove, Beeston, 
Leeds Іг. 

Cornelius, Peter, A.C.A., a1965; with F. Rowland & Co, Cross 
Keys House, 56 Moorgate, London ECa. 

Cornwell, Roger Eliot, B.A. ro атубу; ‘Brackenlea’, Pitch 
Hill, Ewhurst, Cranleigh, Surre 
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Cottle, Raymond William, A.C.A., 21965; 16 Kings Rd, Romford, 


Couldrey, ыр Раег, We A.C.A., а1965; 49 Sandringham Court, 
Maida Vale. 

Couzet Leslie, А.С.А., ба: 7a Spring Lane, Lees, Oldham. 

Cowan, John Harvey, B.COM., А.С.А., 21965; її Percy Rd Bos- 
combe, Bournemouth, 

Cowen, piles Michael, A.C.A., a1965; 7 "Crofton Ave, Horfield, 

risto 

Crawford, Tarian Victor, A.C.A., a1965; 30 Fairli 

Crawford, Ian, A.C.A., 21965; Ground Floor 
Roundhay, Leeda 8. 

Gronin, Bonea Brian, A.C.A., a1965; 3 Wellington Ave, Woncester 


суй Darid F Ford, A.C.A., 21965; 79 Fitzjohn's Ave, Hampstead, 

паоп 

Croswell, John "Charles, A.C.A., a1965; 6 Ash Grove, West- 
houghton, Bolton. 
Crowley, Martin St legen A.C.A., a1965; 17 Windlesham Rd, 
Shoreham by Sea, Sussex. 

Crowther, Barrass Stockton, B.com. › А.С.А., a1965; 13 Staticn Rd, 
Marple, Stockport, Cheshire. 

Cubitt, Brian Thomas, A.C.A., а1965; 115 Warwick Rd, New 
Southgate, London Nrr. 

Cuckow, Roger, A.C.A., 41965; 114 Montrose Ave, WLitton, 
'Twickenbam, Middx. 

Cuddeford, Robin Ср, B.8C.(ENG.), A.C.A, a1965; 69 Green 
Curve, Banstead, 5 urrey. 

Currimbhoy, Nazir Gulamali 
Fitzhugh, Tillett & Co, a4 Portlan 


t Rd, Hastings. 
t, 4 The Drive, 


кел, Pasos with Sma field, 
ndon Wi. аб 


Davenport, Alan James, 4.0.4., a1965; 68 Rooksmead, Brickhill, 
Davenport, Terence, A.C.A., 21965; 95А Maple Crescent, Penketh, 


on, Lancs. 
Davies. ristopher Vipond, A.C.A., а1965; зо Oakfield Rd, 
Newport, Mon. 


Davies, Colin Grantham, A.C.A., а1965; 3 Scott Ave, Penn, 
Wolverhampton. 

Davies, John nd Martin, A.C.A., a1965; "Тһе Rise’, Westfa 
Rd, Uplands 

Davies, trick William Hardy, sc not ) ACA, а1965; 99 
Burkes Rd, Beaconsfield, B 

Davis, Michael Richard, ré ys 139 Friern Barnet Lane, 
Whetstone, London Nao. 

Рун, m A.C.A., G1965; 43А Burnley Rd, Sowerby 

ri 

Dawodu, Patrick Olufunmilayo, ACA (21965) ae Allen 
Edwards & Co, 7 Greenfield Crescent, B m 

Dawson, Anthony David, A.C.A., 21965; with dudes Seit & SA 
Co, 22-24 Ely Place, Lond on EC: 

Dawson, Bruce Errington, A.C.A., ar 65; Quinta De S. Јозо, 76 

Do Monsanto, Lisbon 4, 

Dearns, Bill, a.c.a. a196 ; White Barn, illoughby, R ћу. 

Dedman, Denis соге, A.C.A., 21965; І Xneller Rd, New 
Malden, Suey 

Demetriou, Michale Sotiris, A.C.A., arg65; 118 Grimthorpe 


House, on St, London ECr. 
Dimery, Kei Richard, ACoA. а1965; ‘Hazeldene’, Abwell, 
os. 
Dixon, A.C.A., a1965; i Woodlands Rd, Girlimgton, 
Bradford 4 


Dixon, Francis Michael, A.C.A., 21965; 413 Selsdon Rd, 3outh 
Croydon, Surrey: 

Dowling, Peter John Desmond, A.C.A., RE eus Entrance Ccttage, 
White Hart Lodge, High St, "Limpsfiel 

Dowson, Paul Bourne, B.A., A.C.A., a1965; 8x ЕОР Rd, 
London Wi ne 

Doyle, Peter Edward, A.C.A., 41968; 83 Bachelor Gdns, Harrogate, 

Drake, John Albert, A.C.A., a1965; 9 Broomstick Corner, Cheveley, 
Newmarket, Suffolk, 

Duffus, Alexander Ian Scott, B.A, A.C.4,, a1965; 70 Holland 
Park Ave, London Wiz. 

Dugdale David John, a.c.a., ar965; High House, Curdridge, 

ear Southampton. 

Duguid, Neil Stewart, A.C.A., 21965; 5 Westholme Rd, Withing- 
ton, Manchester 20. 

Duncombe, Ewart Roger, A.C.A., 21965; 29 Ludlow Ave, Luton, 


е 
Dyson, John Richard, B.A., A.C.A., 41965; 4a Princes Sq., London 
2. 


Eades, Brian, A.C.A., па Flat 2, "The Towers’, 70 West- 
moreland Rd, Bromley, 
Easton, { Colin Edward, A.C.A., а1965; 58 Whitehall Park Rd, 
Chiswick, London Wa. 
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Edgerton, Nigel Arthur, M.A., A.C.A., a1965; 23 Vandbrugh Park, 
lackheath, London SE3. 
К Anthony Avon, А.С.А., 41965; “Yatscombe’, Boars Hill, 


y Lawrence Hock Leong, A.C.A. 41965; with Turquand, 
2d "oun & Ce & Co, М? Coleman St, London Bs Bros & Co, 
-- dra ce о 5; wi ooper Bros 

РА his icd Nun airobi, Ki sd 

ui i, М.А., A.C.A., ETTR 73 r Campbell Rd, Twickenham, 


zie pov Sydney, А.С.А., 21965; 8 Ashville Rd, Birkenhead. 
Ellison; David Robert, A.C.A., 21965; 2 Мопћ Drive, Heathfield 


, Birmingham 20. 
Else, Charles Derek, "ACA, 4195s; The Old Post Office, 
Aslockton, Notts. 


Emanuel [ора Clive Lloyd, A.C.A., a1965; The Coach House, 
Old Mil Rd, Lisvane, Cardiff. 
Emson, ale ‘Leslie, ACA, G1965; so Lakeside Rd, West 


Bromwich, Staffs. 
ohn, ACA. 21965; ‘Little Greendown’, 


troud, Glos. 
Pieri James i ACA., G1955; 36 Erddig Rd, Wrexham, 
Denbighshire, 
Evans, Martin William, A.C.A., a1g65; with Watling & Partners, 
Rosy ra. aaa’ аш The ОШ Rost 
vans, Pa ny A.C.A., 41965; The ту, 
EK o бурак бшуш Ave. basan 
vington, Terence, А.С.А., a1965; 32 rnwi ve, 
u Willerby, Hull. di 
aster, Devid, A.C.A., а1965; 43 Woodlands Rd, Gommersal, 


Farnhill, eee Benjamin, a.c.a., 21965; хо Castle Close, 


Colne, Lancs. 
Feilding, pee. Rudolph, A.C.A., 21965; Park Cottage, Monks 
У, 
Fellowes, Nicholas Peregrine James, B.A., A.C.A., 41965; Chidding- 


Fergusson, Donal 
bany, Piccadilly, London 
Field, Michael. Jobn, A.C.A., Gros: 18 Sidcup Rd, Kingstanding, 
Birming ham 220. 
Fielding Keith Baxter, B.8C.(ECON.), A.C.A., а1965; Clough 
House, Stones Lane, Linthwaite, Huddersfield. 
Fineman, Alan, A.C.A., 41965; 179 Galliard Rd, Edmonton, 
E Ng. 
Fisher, Jobn Stuart, А.С.А., 01965; с/о 71 Westbury Rd, New 


Mal 
Fitchett, Dena Christian, B.A., A.C.A., 21965; 2 Wayclose, Wray 
Common Rd, Reigate, Surrey. 
Fletcher, Colin James, A.C.A., a1965; 176 Yew Tree Lane, 
oN Dukinfield, Cheshire. 
E , Anthony John, A.C.A., 21965; 3 Fitzwarren Gdns, London 


пов, Michael Leonard, A.C.A., 201965; 32 Colesbourne Rd, 
Paulsgrove, Portsmouth. 

Forbes, Stuart Sanford, B.SC.(ECON.), A.C.A., а1965; 26 Baird 

Dulwich Wood Park, London SE19. 

Ford, eich Robert, A.C.A., 21965; 42 Cedar Rd, Bromley, Kent. 

Formoy, Graeme Reid William Errington, А.С.А., 21965; ‘East 
Lepe’, Fir Tree Lane, West Chiltington, Pulborough, Sussex. 

di oh Michael William, A.C.A., a1965; Rocklands’, Le Носа, 
€ 

Foeter. ‘John Henry Knight, a.c.a., a1965; ‘Bay Trees’, Graig 
R Cardiff. 


d, Lisvane, 


Fountain, Peter John, A.C.A., а1965; 2 Preston Drive, Ewell, 


Fowle, William Michael Thomas, В.А., A.C.A., a1965; ao Park 
Lane Salisbury, Wilts. 


‚ BA, ACA, 01965; Da 


Fox, Martin An ony Joseph, B.A., A.C.A., a1965; 79 Penketh Rd, 
Wall Cheshire. 
Fox, “Micha Peter Hugh, a.c.a., a1965; 11 Wolmer Gdns, 


Edgware, 
еру, Richard John, A.C.A., 41965; 271 London Rd, Ewell, 


REA Wallace Michael, A.C.A., 21965; as Pasture Close, North 
Wembley, Middx. 
Frey, Keith Gordon, B.A., A.C.A., 21965; ‘Barton’, Tavistock Rd, 


А. artley, Plymouth. 
Faden: Martin William Elson, a.c.a., 41965; *Rotherdene', 
d, Westward Ho, N. Devon. 
Pays, T Derek John, A.C.A., 41965; 19 Hill Park Rd, Gosport, 
Gale, Brian Wilkin, A.C.A., 01965; ‘Crossways’ ‚ Ashurst Wood, East 
Grinstead, Sussex 


Galt, Peter John McFarlane, AGA, а1965; 5 53: Linden Ave, 
Darlington. : 
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Gare, Thomas, A.C.A., 41965; 43 Haddon Rd, Hazel Grove, 
Stockport, Cheshire. 


eee ид A.C.A, 41965; 35 Moreton Close, Clapton, 

Garland, Neil, B.A., A.C.A., a1965; r1 Station Rd, Esher, Surrey. 

Garrod, Thomas James, A.C.A. arg6s; 115 Halton Mansions, 
Canonbury, London Nr. 

Gayton, Берегу A.C.A., 21965; 13 Great Bushey Drive, Totteridge, 
London 

George, Peter Asher, A.C.A., a1965; 7 Southcote Lane, Reading, 


Ghosh, Supryio, A.C.A., 41965; 37 Wood Lane, London №. 
Gibson, Robert John, А.С.А., 21985; 17 Link Rd, Rushden, 
Northants. 


Gibson, William McAulay, LL.B., A.C.A, 21965; 80 Bradford 
Rd, Idle, Bradford. 

Gilbert, Jeremy John, A.C.A., 21965; 31 Blomfield Rd, London Wo. 

Gill, Brett Richard Joseph, A.C.A., 21965; 3 The Close, Brambridge 
Park, near Twyford, Hants. 

Gittins, Jobn Hugh, A.C.A., 41965; гіз Manor Way, Whitchurch, 


Glover, Alan Myles, А.С.А., 21965; „North Leas’, World’s End 
Lane, Chelsfield, Orpington, Mer 

Glover, Richard John ilton, A. i" 41965; 55 Dowhills Rd, 
Blundellsands, Liverpool 23. 

Godfrey, Bryan Stuart, А.С.А., «1965; 88 Hollyhurst Rd, 


Darlington. 
Peter Brian. A.C.A., азая; Ashill, Walnut Lane, 
ord p Northwich, Cheshire 
Gold Peter Michael, "M 1965; 78 South Lodge, St 
John’s Wood, London NWS8. 
Gordan, uve Hi Lin John, ACA, aio065; 127 Fortis Green Rd, 
Мло. 
с. Мое Michael 


n, ACA. a1965; Wymondley Bury, Little 

Wymondley, near Hitchin, , Herts 

Goring, Keith Solomon, A.C.A., #1965; т: Blandford Close, 
заела Lo London N2. 

Gosling, Charles David Vivian, E.A., A.C.A. 21965; Bridge- 
masters Residence, Tower Bridge, London SE1. 

Gotham, Edward С орћег, B.COM, A.C.A., 21965; 71 Boma 
Rd, Trentham, Stoke-on-Trent, 

Gover, Anthony David, B.A., A.CA., 41965; 74 Northways, 

College Crescent, London МҰЗ. 

Gow, Noel Furse, B.COM., A.C.A., 21965; 177 Aylesbury Rd, 
Wendover, Bucks. 

Gowan, Colin Jobn, ac.a., а1965; 8 Abercorn Place, London 


Graham, James Terence, A.C.A, 21955; Manor Lodge, Brinklow, 
near Rugby. 

Grant, Richard Edward, A.C.A, с1965; 17 Woolmead Ave, 
London NW». 

Graves, Raymond, А.С.А., 21965; 28 Watty Hall Rd, Wibsey, 
са Rod dney Mi 6 gham 
ves, Rodney chael, В.А., А.С.А., 219! 35 Bullin 

Mansions, Kensin Church St. Lond don W8. 

Gray, Alastair John cde A.C.A., 41965; Bowes House, Cambton 
Park, Chester-le-Street, Co. Durham. 

Gray, Keith Stuart, A.C.A., 21965; 29 Myddleton Park, Whetstone, 
London Мао. 

Green, Colin Dermott Beamish, А.С.А., a1965; Manor Cottage, 
Frant, Tunbridge Wells, Kent. 

Green, Michael James Bay, А.С.м., 1965; Sydney House, 
Barham, near Canter>ury, Kent. 

Green, Michael Jonathan, A.C.A., 21965; 36 Summit Drive, 
Woodford Green, Essex. 

Greening, Dermod Thomas Montgomery, А.С.А., а1965; Hill 
House, Bou: pies Green Rd, Kingsthorpe, Northampton. 


Greenwood, dric James, A.C.A., а1965; 85 Bingham Rd, 
Croydon, Surrey. 
Green nood, Jaha David, A.C.A. 21965; 984 Rochdale Rd, 


Todmorden, Lancs. 

Greenwood, Martin Nicholas Winston, A.C.A. 41965; 118 
Verdun Rd, Barnes, London SWra. 

Griffin, Lionel Eric, A.C.A., a1965; 1 Gordonbrock Rd, Brockley, 
London SE4. 

Эла n, Roy Maurice, А.С.А., 41965; 37 Lyminge Close, Sidcup, 

ent. 

Griffiths, David Brandon, A.C.A., 41965; 46 Leith Mansions, 
Grantully Rd, London Wo. 

Griffiths, vid Gale, B.A., A.C.A., #1965; 16 St George's Ave, 
Queen's Park, Bournemouth, Harts. 

Griffiths, i Lowden, B.COM., £.C.A., 21965; ‘Filia Regis’, 
Parkgate, Wirrall, Cheshire. 

$Grinham, Philip Robert James, A.8.4.A., a1965; P.O. Box 301, 

alisbury, Rhodesia. 
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Grundy, Alan, A.C.A., 41965; 15 Woodville Ter., Selby, Yorks. 

Gunasena, Malegalagé Don Sarath, A.C.A., а1965; cio M. D. 
Gunasena & Co Ltd, а17 Norris Rd, Colombo 11, Ceylon. 

Gunn, John R d, A.C.A., а1965; 61 Breamore Rd, Seven 
Kings, Ilford, 

Gupta, Dhruba, А.С.А,, a1965; The Hornsey Y.M.C.A., Totten- 
ham Lane Lond on №8. 

Guthrie, William Charles, A.C.A., 41965; 19 Burr Rd, Southfields, 
London SW18. 


Grosvenor, Stanley, A.C.A., 41965; 84 Westminster Rd, Hands- 
Birmingham 20 


Hair, Ronald Eric, A.C.A., а1965; 7 Eastfield Rd, Messingham, 


Scunthorpe, Linca, 

Hales, Joseph Edward, A.C.A., a1965; Edburton House, Edburton, 
near Henfield, Sussex. 

Hall, Adrian Philip Vincent, A.C.A., a1965; 1 Flawforth Ave, 


Ruddington Notts. 
ie ichael Robert, A.C.A., 21965; 7 Chester Ave, Cleveleys, 


ulia Neville, A.C.A., 41965; 6 Jubilse Ter., Middleton, near 
Manchester. 

Hemilton Douglas Frank, B.A., A.C.A., arg65; 16 Windsor Ter., 
Jesmond, Newcastle и Tyne x. 

Hancock, “ovina Brene aret, A.C.A., а1965; 9 Morton 
Crescent, Southgate, London М14. 

Hancock, John Stuart, B.COM., A.C.A., 21965; 11 Pantygwydr Rd, 
Uplands, Swansea, 

Hancock, Roger Markham, A.C.A., a1965; 38 Divinity Rd, 


Нево», Ian William, А.С.А., 21965; 31 Station Rd, New Barnet, 


Hardin Gerald Arthur Graham, A.C.A., 21965; i Sunny 
ank, Holly Rd, Wilmslow, Cheshire. 
Harper, $ Stephen Ellis, B.SC.(ECON.}), A.C.A., 41965; ‘Baalbek’, 
RA, Hayes, Bromley, Kent. 

Harris, Bernard ohn, M.A, A.C.A, dr965; a Nairne Grove, 
Heme Hill, London SE24. 

Harris, Clive Frederick, A.C.A., 21965; 98 Bloora Lane, Rainham, 
Gillingham, Kent, 

erek William, A.C.A., a1965; 40 Kings Rd, Fairfield, 
Biton, Derbyshire. 

Harris, Donald Charles Bennett, A.C.A., a1965; Bennett Lodge, 
Sanctus Re Stratford-upon-Avon. 

Нига, пав 18 Rhydian, A.C.4., 21965; 23 Finsbury Ter., Brynmill, 
'wansea. 

Harris, John Francis Prest, А.С.А., 41965; 17 Howick Park Close, 
Penwortham, Preston. 

Hartia. Robert John, A.C.A., a1965; 1a Vale Rd, Aylesbury, 


Hart, Anthony Gordon Kenneth, A.C.A., a1965; Chanctonbury 
House, Aor Horsham Rd, Steyning, Sussex, 
Hartley ach о 41965; w with "Wickham, Hunt & Co, 39 
Hermitage Ade hdi 
Hartley, Eric, A.C.A. err 6 Etna St, Great Horton, Bradford 7. 
Hasnain, Masood- A.C.A., а1965; with Fynney, Illett & 
Sheard, 38 Topping St, Blackpool. 
à Say Azfar, A.C.A., 41955; 42 North Crescent, London 


N3. 
Назар, Saced-ul, A.C.A., 21965; 51 Courtfield Gdns, London 
Hassan, pon te А.С.А., 21965; 65 Upper Belgrave Rd, Normacot, 
n- t. 


Hatten: Henry Robert, erh AGAn a1965; with Rawlinson & Hunter, 


Heal Green S 
Has Charles Ast Anthony, A.C.A., 41965; 149 Rustlings Rd, 
YI. 
Hayles, Barry, A.C.A., 21965; Manor Farm Cottage, Wykin 
Village, Hinckley, Leics 
Han a eed Bruce, A.C.A, а1965; 7 Westbury Gdns, 


Haynes, ohu 
d, аав 
нар, Roland Nicholas аА, ACA, 21965; 20 Victoria 
Beaumaris, An 


Hayward, С berber iiy Esmond, B.A., A.C.A., 41965; 
Hayward, Boge 


London SW: 
"Fonbridge, 


саси Charles, В.А., А.С.А., 21965; 8 Chisle- 


ғ, OE a1965; ets Cottage, Leigh Rd, 


Head, Mervyn Saet Gordon, A.C.A., 41965; 198 Salisbury Ave, 
Harpenden, Herts. 
Headey, Peter Gordon, A.C.A., a1965; a Whitefield Rd, Sale, 


Healy, Timothy Joseph, a.c.a., 21965; 225 St Marks Rd, 

London Wro. 

Heath, Michael Roger, A.C.A., a1965; Flat 4, 291 Ecclesall Rd, 
Sheffield. . 


October .16th, 1965 


Henderson, Charles Edward Erskine, A.C.A., a1965; 46 Fulham 
Park Gdns, London SW6. 
Henry, Merle Chrysanthus, acan а1965; 114 Lady Margaret 
Rd, Tuffnel Park, London №9. 
Hetherington, Jobn Reid, A.C.A., 41965; 13 Seafield Rd, London 


) e Ida, А.С.А., 41965; High Bank, Chearsley,— 
ge em Bucks, | | 
Hiller, Arn Arnold, A.C.A., а1965; 1 Hartington Drive, Harel Grove, 


Hoddinott, David Michael, A.C.A., a1965; Groton Manor, near 
Boxford, rd, Colchester, Essex. 
Hodge, Alan Michael, 4.C.4., a1965; 13 Monmouth Rd, London 


Hodgkinson, Roy Arenai А.С.А., 41965; 48 Humbleton Drive, 


Hodgson, iy Der Barry, A.C.A., a1965; то Branksome Ave, 
Acklam, Middlesbrough. 

Hodgson, Keith Trevor, A.C.A., 01965; 

. Huddersfield. 

Holdsworth, Тап Michael, a.c.a., 21965; 27 Bankfield Rd, 
Nab Wood, Shipley, Yarks. 

Holford, FEQ pien To A.C.A., 21965; 15A Warwick Gdns, 
Landon W 

Hol e Peter Roy, Ads, 41965; 4 Woodland Way, Petts Wood, 


Hollen Roger Stanley, A.C.A., 31965; 67 Downs Hill, Beckenham, 
Hala "Wayne Jeffrey, A.C.A., a1965; 132 Whoberley A 
Coven к 


Holmea, 'enneth Marshall, A.C.A, 41965; ах Roseacre Ка, 
Welling, Kent. 

Honeyman, Richard Fraser, A.C.A., a1965; St Andrews Lodge, 

Hood? “Willies ме масна А U M 

William Raymond A.C.A., 41965; 4 use 

Lane, Newcastle, S kpas 

Hook, Anthony е Байы А.С.А., а1965; 157 Northfield Rd, 
Waltham Crose, Herts. . 

Hooker, Colin John, a.c.a., а1965; 5 Wimborne Close, Buckhurst 


Hill, "Essex. 
Horgan Michael, A.C.A., a1965; ‘Cartref’, Penrhiwceiber, Glam. 
How, Brian John, АСА., а1965; 74 Humberstone Rd, Luton, 


Howe, William Webster, a.c.a., 41965; 220 Hursley Rd, 
Ckandler’s Ford, Eastleigh, Hants. 
Howell, David Harcourt, A.C.A., 41965; 133 Swanshurst Lane, 


Mosel I3. 
owed, George Denis, B.COM., А.С.А., a1965; 1 Cannon Hill Rd, 


cecil, Robert Richerd, icio а1965; 55 Lancaster Ave, - 
: om Wood, Barnet, Herts Á 
Howitt, John Norman гре, A.C.A., 21965; 18 Thoresby na ^ 
Bramcote, Nottingham 
Hudd, John Peter, A.C.A., 41965; 3504 West End Rd, Ruisip, 
CON Peter Mervyn, A.C.A., a1965; 54 Moss Lane, Pinner, 


Hunter, Michael Lafayette, B.A., A.C.A., 41965; Flat 5, 53 Lordship 
Park, London Nr6. 
Hiner, ‘neat Huli Alan, A.C.A., 21965; 34 Hastings Rd, Thorngum- 


d, near 
Hur ohn Anthon Frederick, B.A., A.C.A., 41965; 225C Balham 
Hi d, Upper Tooting, London SWr7. 
ussin, Mazhar, A.C.A., 21965; бо Thrale Rd, London 8Wr6. 
Hussain, Ghulam, A CA., 21965; 4 Clifton Ave, London Ыз. 


Hutton, Robert Thomas, A.C.A., 41965; 19 Mill Rd, L 
Сага. 


50 Somerset Rd, 


.Hyams, Richard Jeremy, A.C.A., a1965; 32 Bancroft Ave, E. 


Finchley, London Na. 


lfexue, Josiah Cukueloks, B.SC.(ECON.), A.C.A., а1965; с/о Mr 
T. adi, B.A., Permanent tary, Ministry of Trade, 
Inskip, Robin, А.С.А., 21965; 28 Parkanaur Ave, Thorpe Bay, 


Irani, Shapoor Homi, a.c.a., a1965; with Franklin, Wild & Co, 
Regent de House, 19-25 Argyll St, London "Wi. 


Irving, Richard В В.А., ACA, a1965; The G: Farn 
field, N uges, » 21905; Tange, 


Jackson, Thompson William, A.C.A., 2196 Greta Street, 
Keswick, Cumbetland. as 
ME Firoz Din Mohamed Bhanji, A.C.A., a1965; rae Jarvis, 
Chalmers & Co, 180 Fleet St “London E 
Jakes, Махс. СА Duncan, A.C.A., 41965; 8 Westleigh м Leigh- 
on-Sea, Essex. 
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James, Christopher John, B.SC.(RCON.), A.C.A., а1965; Lower Lamont, Hamish John, A.C.A., a19653 White Lodge, Lion Green, 


Woodhouse, 115 Rastrick Common, Brighouse, Yorkshire. 
иш» Jeremy Eon A.C.A., a1955; 2 Robins Court, Bromley 


Beckenham, Kent. 
James, John Teifryn, A.C.A., a1965; 18 Grangetown, Cardigar, 
+ gies 
2217 James, Roger Lidington, A.C.A., a1965; 51 Broughton Ave, Har, 
~ Richmond, Surrey. 


Jeffrey, John Christopher, A.C.A., 41965; with Curtis, Jenkins, 
Cornwell & Co, Eagle House, St Stephen's St, Bristol x. 
denne Peter James, B.A, A.C.A, 201965; 44 Lytton Rc, 
cest 


ет. 

Jennings, Martin, A.C.A., a1965; 91 Church Rd, Netherton, 
Dudley, Worcs. 

Jones, (Miss) Anita Jun 
Copthorne Rd, Shrewsbury, 

Jones, David Anthony, pL pi 17 Kerwin Rd, Dore, 
Sheffield. 

Jones, Derek, A.C.A., а1965; 43 Earlston Drive, Bentley Ва, 
Doncaster. 

Jones. Gordon George, A.C.A., а1965; “526A Hitchin Rd, Luton, 


Jones, Terence Perey, A.C.A., 21965; 8 North Drive, Littletom, 


Winchester, Han 
Jordan, Philip Rcdn Metus a1965; тоз Whitehall Gdns, 


Chingford, London 
Kaffel, Lawrence, A.C.A., 21965; 8 Egerton Gdns, London NWie. 


ME {1965$ Roughton House, 245 


=- Kamdar, Jayan Mathuradas, A.C.A., a1965; 84 Talbet 
Rd, London N6. 
^ „Рата Haviland, A.C.A., a1965; 144 The Moors, Kidlingtom, 


Stephen David, A.C.A., 21965; 77 The Paddocks, Wembi 
FA Middx. = = 


Keal, Brian Arthur Charles, A.C.A., а1965; тос Desborouga 
Park Rd, High Wycombe, Bucks. 
Keane, James Francis, A.C.A, 01965; 14 Langham House, 


Worsopp Drive, Clapham, London SW. 
Keevil, Javid John, A.C.A., а1965; 73 У Aestdean Ave, Lec, 
кдн ar ys 65 ddl 
ei ames в, ACA, а1965; 17 Мі Boy, Abridge, 
um gu , arg 7 e Boy, Abridge 


Kelly, A Alan Keith, A.C.A., A1965; 37 Vallance Gdns, Hove :, 
Kelly, Gerard Cathal, A.C.A., а1965; зо Avenue Rd, Highgate, 


London N 
Kennard, Alan, A.C.A., arg65; with Curtis, Jenkinr, 
Cornwell & , Eagle House, St Stephen’ 8 St, ew ro 


London NW3. 

Khawaja, ПИ CODE: A.C.A,, а1965; 67 Churchfielc, 
Harlow, Essex. 

Кћегај, Nizarali Hussein Alarkhia, á Абл; а1965; P.O. Box 1376, 


сиза Tanzania, E. Afri 
Khoury, ош G Georges Mitri, hak, а1965; 62 Langley Rc, 


Khullar, Min Rai, A.C.A., arg clo Mr Mangat Rai, 393 
Nizamuddin East, New ИЕ 
Жайшап AM. Clive, AGA, a1965; P. О. Box 8, Georgetowr, 
ri! 
Көш, i; Waheed Ahmid, A.C.A., 01965; 18 Elm Park Rd, Finchley 


London N3. 
Kilburn, tral, Lond Raymond, A.C.A., a1965; 571 St Saviour's Rd, 
Leicester. 
ACA, 41965; 2 Longwood Rd, Paddock, 


Kinder, Philip, 
Huddersfie 
King, Је Lawrence, ACA., а1965; ‘Domons’, Northiar, 


poar 
Philip George Maitland, a.c.a., a1965; 117 Kings Mill R 
рон Соо Ма d i 
Kirb: и Michael, A.C.A., a1965; 23 Elms Ave, Muswell 
, London Nro. 
Kink, "David, A.C.A, a1965; 44 Victoria Park Rd, Fairfield, 
Buxton, hire. 
d _ ир, Prederiet William, A.C.A., 21965; 42 Atherfield Rd, 
e 
Kneeshaw, William Peter, A.c.A., arg6 то R 
Northampton. , quer ix c 
Korner, Anthony wid B.A, A.C.A, a1965; 22 Queen's Gate 
Gdns; London SW: 


Lambert, Robert, В.А. 
South "Shields, 'Co. 

Lam Kin Teng, Lim e c Chow, A.C.A., 21965; with Kemp, 
-Chatteris & Co, 3 London Wall’ Bldgs, London ECa. 


EGON), 4 A.C.A.,21965; 36 Moor Lane East, 


lemere, Surrey. 
Lansdale, Barrie, A.C.A., 21965; 54 Scotchman Lane, Morley, 
near Leeds. 
La bam, Derk Ronald, A.C.A., а196=; 25 Cowper Rd, Edmonton, 
naon 15. 
Latimer, Donald Courtenay, A.C.A. 41965; с/о Barclays Bank 
Ltd, 39, Slcane Sq., Lon on SWL 
Patrick John, A.C.A., 01965 24 Park Lane, Sheffield то. 
Lawless, Edmund Campion Ignat us, А.С.А., 41965; 7 Glyn 
Mansions, Kensington, London W14. 
Lawson, Antony William, A.C.A., a1965; 43 Alderbury Rd, 
Langley, Bucks. 
Lawton, Charles Cedric Tudor, ACA., 41965; 45 St Margaret’s 
Drs Sneyd Green, Hanley, Stoze-on- Treni 
5 Anthony John, А.С.А., 21565; 136 Mile End Lane, 


Lee, David Lawrence Chartres, A.C.A., 21965; c/o 18 Halifax Rd, 
Ainsdale, Southport, Lancs. 

Lees, John Blair, M 21965; 'The Old Orchard, Wood Lane, 
Neston, Wi Wirral, С 

Ley, Den David, този)" ) ACA, 21965; 13 Hillwood Ave, 


Lewis, David Michael, B.A.(ECON.), A.C.A., 21965; 58 Parkstone 
Avo, Whitefield,- Manchester. 
Lewis, Nicholas David, A.C.A, 47965; Flat a, 49 Ladbroke 
aM London Wir. 
Lewis R Richard Wayne; B.SC., A.C.A., а1965; 127 Holbein House, 
А.С.А., 


in Place, London SW1. 
sos Flat 4, 3 Cherrywood 
London 5 


Lima Theodore Charlesi 
Drive, Chartfield Ave, 
Line, Stephen James, в.вс.(исом.), 1.C.4., a1965; 17 Somerdale 
Rd, Northfield, Birmingham 31. 
Lines, Geo Richard, M.A., ACA, 41965; 6 Oakfield St, 
London 5 
Littlewood, Brian, A.C.A., a1965; 646 West Mount, Linthwaite, 
near Huddersfield, 
Livingston, Dsmund Piers, A.C.A, 41965; 9 Gipsy Lane, 
Kettering, Northants, 
tiring ne, John Ian, А.С.А., 41965; 42 Barrington Rd, Horsham, 


Lloyd, Anthony Alan, A.C.A., 41265; 10 Yarnborough Hill, 
Ol dswinford, ‘Stourbridge, Worcs. 

Lloyd, Christoph er Robert, 
Birstall, Leics. 


Lloyd Hughes, David, « A.C.A., @1955; 4 Southleigh, Kirkstall 
Lane, Headin ingl ey, os ds 6. 
Loch, James Canton: A.C.A, 61965; 9 Cheyne Place, 
Chelsea, Londen SW3. 
wie Denis Frederick, A.C.A., 21965; 83 West Hill, Hednesford, 


Long, Kenneth Nevison, A.C.A., 21965; 29 Coquet Grove, 
ey, Newcastle upon Tyne. 
Longdon, Jacz, A.C.A., 61965; 351 D mstable Rd, Luton, Beds. 
Lon ; Eric Iain, A.C.A., 21965: Weetwood Park Drive, 
Loosl iy: lanes Winton 35; 16 Grove Rd, Leigh 
osley, James Winton, A.C.A., 21925; І rove ton 
Buzzard, Beds. 


Lowden; Timothy Patrick, A.C.4., 21965; 22 Redcliffe Gdns, 
don 
Tune Ba Raymond, A.C.A., a1965; 163 Wharton Rd, Winsford, 
eshire. 
Lusty, Robert James Greville, A.C.A. 21065; ‘Philpotts’, Hatfield 
Broadoak, Bishop’s Stortford, Herts. 
Lutterodt, Augustus Abraham, A.GA., d1965; 5 Brondesbury 


Park, London NW6. 
&1965; Broadmead House, 


Lyle, Nichotas qo en 
y ERE y, Be 
yona Mahai A Austin, A.C.A, a7965; South Lodge, South 
SN alls Dorchester, Corset. 
Lyons, Robert Eric, B.A., A.C.A, 41965; то) Carston Close, 
London SE12. 
Eyele Victor Michael Clements, A.C-A., 21965; 64 Court Oak Rd, 
arborne, Birmingham 17. 


, А.С.А., арт 8 Ambergate Drive, 


А.С.А., 


, Roy David, А.С.А., а1965 “The Vine’, Bracebridge St, 

Aston, lirmingham 6. 

McDonnell, David Crott; A.C.A., 21955; 103 Greenhill Rd, 
Allerton, Liv ol 18. 

McGee, Clive Edwards, A.C.A., а1965; 52 Welford Rd, Shirley, 
Solihull, Warwicks. 

McGowan, Pater Frederick, A.C.A., @1965; a Arleston Drive, 
Wollaton, MNottinghara. 

MclIntyre-Brown, Roger David, ER Eget 5 s а1965; 5 
Moss Drive, Mancy, Sutton Co d, Warwick 

McKie, Robert Alastair, Acd, 41965; 142 The Crescent, Arden 
„Park, Bredtury, S 
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- McKoen, Michael -Jobn pets a1965; 196 Hever Ave, West 
t. 


Kingsdown, Sev 
Maclean, Andrew Ronal Mac gen, B.COM., A.C.A., 21965; 128 
E e Drive, Newton, West Kirby, Wirral, Cheshire. 
McMyn, James Alexander, BA, A.C.A., 41965; 17 Redcliffe St, 
London SWi1o. 
McOwat, Thomas Robin Hardy, A.C.A., a1i965; 7 Moorside 
Mae ret ae 
erson, Iain e W, A.C.A., а1965; ‘C Dhu' А 
Blundel Lane, Stoke D'Abernon, Cobham, PUN S E 


McVei „Jobn D pat, А.С.А., dre 33 Humberston Ave, 
Hum erston, Lin 
McW. 


illiams, Michael Joseph: A A.C.A., а1965; 19 Noel Ave, 
Winlaton Mill, Blaydon, urham. 

Mahmud, Altaf, A.C.A., 21965; 19 Cotleigh Rd, London NW6. 
Maiden, Roger, A.C.A., 41965; 34 На! St, Dudley, Worcs. 
Malekian, Mano Manoochehr, В.8С.(ЕСОМ.), A.C.A., a1965; P.O. Box 495, 
Manners, Aon Edward, A Bets а1965; 28 Brookmead, Hilden- 

borough Tonbridge, 

an, A.C.A., pron ; p Ashley Road, Walton-on- Thames, 


Surrey 
Maplethorp, Frederick David Anthon › BA, ACA, 41965; 
64 Ecrleston Sq., London SW E % 
Мапез, Ri ‘Thomas Pa АСА. а1965; 24 Keats Drive, 
Coseley, near Bilston, Staffs. 

Marsh, Bryan, B.COM., A.C.A., 21965; 8 Richard St, Barry, Glam. 

Marsh, Stephen Richard Bowyer, a.c.a., 21965; 3C Hollycroft 
Ave, Hampstead, London 3 

Mask, Willam Joha, ACA, прве rgo Beaconsfield Rd, 
Hastings, Sussex. 

Andrew, A.C.A., 21965; 8 Audley Court, Rickmansworth 
Rd, Pinner, Middx. 

Marshall, Stephen John, B.A., A.C.A., a1965; 316 Queenstown 
Rd, London SW8. 

Martin, Michael, А.С.А., 21965; ar Eynsford Rd, Seven Kings, 
Ilford, Essex. 

Martindale, Kenneth Horace Ralph, A.C.A., 21965; 64 Nicholay 
Rd, London Nig. 

Massey, William Atkinsón; A.C.A., 41965; 85 Westwood Crescent, 
Monton, Eccles, Lan 

Masters, Christopher Paul, A.C.A, а1965; 207 Mudford Rd, 
Yeovil, Somerset. 

Matthews, | Mervyn Douglas, A.C.A., a1965; 17 Cootes Ave, 


Sussex. 
Mawji, Sadrudin Mussa Jaffer, a.c.a., а1965; 140 Nether St, 
London N3. 
Maxwell, David Alfred, B.A.(BCON.), A.C.A. eon St Lawrence 
Gloss, Mount Pleasant Lane, Brick m erts. 
& Lerking, 31 


May, Gayling Richard, A.C.A., 2196 
St * Georges Place, Canterbury, ate 

Mayes, Colin Anthony Horsley, A.C.A., а1965; 5 Woodbury 
Court, Woodbury Park Rd, Ealing, London W13. 

Melsom Stuart Campbell Eo a1965; 30 Chamberlayne Rd, 

ensal Rise, London 
ewright, Colin Malcolm, А.С.А., а1965; ‘Little Springs’, 

Mitford. oodbridge, Suffolk, 

Miller, David Norman, A.C.A., a1965; 31 Waterlow Court, Heath 
Close, Hampstead Way, London її, 

Miller, Lloyd, A.C.A., 21965; 24 Norton St, Salford 7, Lancs. 


мі, Сузна) да Jacqueline, A.C.A., 21965; so Bescot Crescent, 

Millward, John "Roger, A.C.A., d1965; E id Manor House, 
"Wheaton Vale, Handsworth Wood, 20. 

Milne, Dou John Wilson, A ACA, arobs: ‘Netherwood’, 
Leys Rd, One Surre: 

Milner Robert, ACA, с 28 Leyburn Ave, Lightcliffe, near 


Mitchell, Charles Antony Francis, A.C.A., a1965; 119 Caludon 
Rd, Stoke, Coven 

Mitchell, Roderic W: ace, А.С.А., 21963; ; ‘Hillcrest’, Moss Hill, 
Stockton Brook Stoke-on-Trent, S 

Mobbs, Ed y ACA, Иве ` Waveney House, 63 
Abington Si ens Weston Favell, Northampton. 

Mollet, Peter Neville Ellis, A.C.A., 41965; Rua Alemida, Brandão 


320, Lisbon 2, Po: > 

Monaghan, Bernard John, A.C.A., 21965; 105 Holmesdale Rd, 
Reigate, Surrey. 

M Philip, a.c.a., 21965; 6 Fairview Way, Edgware, 


Monteiro, Michael Joseph, A.C.A., а1965; 58 Westbere Rd, 
Hampstead, London 2 

Moore, Barrie Nicholson, A.C.A., 31965; 129 Peaks Ave, New 
Waltham, Lincs. 

Moore, Michael Thomas David, Занат A.C.A., 41965; I 
Lordswood Sq., Harborne, Birmingham 17 
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Mordecai, Ian McDonald, A.C.A., 41965; c/o Booker Sugar 
Estates Ltd, Georgetown, British Guiana. 

Moreton, Hugh Edwin, A.C.A, 21965; т Bowling Green Lane, 
Off Westlecot Rd, Swindon 

Morgan, Michael Glyn, A. CA., a1965; 113 Oxstalla Way, Long- 
levens, Glos. 

Morley, Тап Cedric, вас, A.C.A., axg6ss “The Greens’, Tosb, E 


Morris Richard Jobn S Saurderson, B.A., A.C.A., a1965; 3 Milbourne 

Lane, Esher, 

Mortimer, David, E B.A. (сом.), A.C.A., а1065; NEB Corner, 
Beadles Lane, Oxted, 5 теу. 

Mosley, Ian Christopher, A.C.A., 21965; 11 Hookstone Wood Rd, 


Harrogate. 
Moulding, David James, A.C.A., а1965; 55 Newark Rd, Luton, 


e 

Mukarram, Sheikh Mohammad, A.C.A., a1965; with Gimson & 
Co, Charterhouse, London ЕСт. 

Murugiah, Arumugam Veiramuttu, A.C.A., 41965; Flat б, a1-2 
Nassau St, London Wr. 

e Richard, A.C.A., ах965; Little Coltstaple 


Farm, Bourne Hill, Horsham, Sussex. 


Napier, Donald David Ralph Roland Alexander, B.8C., ACA., 
41965; with Peat, Marwick, Mitchell & Co, 1t Íronmonger 
Тале London ECa. 
Naulls, Michael, a.c.a., a1965; Blythe House, St Barnabus Rd, 
Barnetby, Lincs. A 
England, a6 A.C.A., 21965; ‘Whispers’, Church Ave, 
Haywards Нев 
Neech, Brian Sanders, А.С.А., а1965; ‘Fairview’, London Rd, 
Beccles, Suffolk, 
Needham, Michael Barry, A.C.A., a1965; 23 Chantry Rise, Lower 
Penarth, Glam. 
Neish, Michael Brian Cameron, А.С.А., a1965; 2 Gayton Rd, 
London NW3. 
Newport, Alam. John, В.А., ACA. 41965; 845 Garratt Lane, 
London SWr7. 
Newton, Свпиора er James, A.C.A., a1965; West Holme Manor, 
Wareham, Dorset. 
Nicbols James Andrew, A.C.A., a1965; ‘Scarlette’, Sandy Lane, 
East Grinstead, S Sussex. 
Nightingale, Robin Jack, A.C.A., а1965; 4 Park View, Shawford, 
inchester, Hants. 
Roger Thomas, А.С.А., 41965; ro Inglemire Lane, 
ог! 
ward, А.С.А., 41965; 3 Catton, Thirsk, Yorks. 
John Richard Anthony, a АС, a1965; "Willaston . 
-in-Wirral, Ch ж 


Й 


~“ 


Norrie, 







Oakes, Colin Robert Allan, A.C.A., 31965; 150 Higham Lane, 
Nuneaton, Warwicks. 

O'Connor, James Patrick, A.C.A., 41965; Flat 1A, 33 Kenwood 
Park Rd, Sheffield 7: 

O'Connor-Fenton, imothy Patrick, А.С.А., 21965; Brewery 
өс 936 Gamston, near Retford, Notts 
Offer, William Thomas Charles, А.С.А., 21965; cjo James Galt & 
Co Ltd, Brookfield Rd, Cheadle, Cheshire. 

Ogilby atson, Donald Edgar, B.A, A.C.A, 41965; “The Leas’, 

adhurst, Sussex. 


O'Kane, Daniel Brian, a.c.a., а1965; 51 Grange Rd, Bilton 
Grange, Hull 

ош Goodwin Onya, A.C.A., 21965; 107 Hangleton Rd, Hove 4, 

ussex. 

Okoye, Peter Chuma, B.3C.(ECON.), A.C.A. a1965; c/o Central 
Y.M.C.A., 86 Snow Hill, Birmingham t 

Oldfield, Derek Robert, A.C.A., 41965; 135 Alexandra Rd, Heeley, 
Sheffield 2. 

Oldrey, Timothy Nugent, A.C.A., 41965; 23 Albert Mews, 


Olford, William Keith, A.C.A., 21965; East Crinnis Bungalow, 
Par, "Cornwall. 

Oliver, Кора Walter, A.C.A., a1965; 57 Hibbert Rd, Leyton, 
London 

Olivier, John Brie Hordern, B.A., A.C.A., 21965; Flat 3,2 Lauriston; 
Rd, London 57719. j 

Olivo, Joseph Edward. A.C.A., 21965; 96 Nesbit House, Homerton 
High St, London Eg. 

Olney, ! Stephen John, A.C.A., a1965; 8 Kingsdown Ave, Luton, 


Onochie, David llosbuchi, A.C.A., а1965; i2 Wilson Grove, 
Southsea, Hants, 

Cecil Oyeniyi Olurotimi, B.8C.(ECON.), A.C.A., 41965; 

32 Elgin Crescent, Lordon Wit. 


October 16th, 1965 


Padmore, Peter Sheldon, A.C.A., 21965; ‘Parsley Hay’, Calpe A-=, 
Lyndhurst, Hants. 
i-e Peter Eril, A.C.A., а1965; 214 Banstead Rd, Banstesd, 


Paice, Al Alexander David A.C.A., 21965; London House, МесКег- 
burgh Sg., London I. 
Palmer, Michael Jeremy, A.C.A., 21965; 8 СагісЬШ Rd, Epsem 


Downs, Surrey. 
14 Sonia Cort, 


Pantzer, Warren Woolf, A.C.A., a1965; 
Whitchurch Lane, Edgware, Middx. 
Parker, Edward, A.C.A., a1965; 37 Bluestone Rd, Mosta, 
Manchester 10. 
a1965; 5тв ‘Dorotk, 


Parker, Graham Frank Penn, A.C.A. 
Chiswick, London Y + 


Cubitts Yacht Basin, Н Rd, 

Parker, Roy David, A.C.A., a1905; 77 Beecroft Way, Dunstal- 5, 

Parkin, John Robert, А.С.А., a1965; 51 Crag Bank Las, 
Carnforth, Lancs. 

Parkin, John Robert, A.C.A., a1965; то Beech Ave, Breca, 

Rotherham. 

Parmenter, Michael Anthony, B.8C., A.C.A., a1965; 6 Beaumarmr 
Mansions, Q Queensway, London Wa. 

Partington, Michael Ivan A.C.A., а1965; x Windsor Rd, Brookd_e 


Park, Newton Heath, Manchester 10. 
Partridge, Richard, A.C.4., a1965; “Holme-Croft’, Bardsey, near 


Partridge, Thomas Vernon, A.C.A., 41965 ; ‘Birkfield’, High Kellir 
Holt, Norfolk. dod У ш 


mer Ралев, Pony Pi A.C.A., а1965; ‘South Haws’, Wraw-y 
Хь Drag agjvan Vallabhbhai, A.C.A., 41965; 94 Dalyell F4, 


London SWo9. 
Patel, Narendra Natwarlal, a.c.a., 21965; with King & King 8 
Cavendish Place, Cavendish ndon Wr. 
Paton, Richard Edward, A.C.A., 21965; 54 Hackenden С10-5, 
East Grinstead, Sussex, 
Pee Anthony Cyril, a.c.a., 01965; 36 Trinity Close, 'I-e 
Ра TS Ne ме k 6 8 Linden С wW- 
e, Davi А.С.А., 41905; 2 en Grov at 
Hattiopoo Co. Durham. 5? ~ 
Раупе, eee A.C.A., 21965; 8 Broadway, Kettering, Northar-s. 
Peacock, Michael Henry, A.C.A., a1965; The Cottage, бо Whitbion 
Rd, Cleadon, Sunderland. 
Pearl, rend Michael, B.COM., A.C.A., 21965; д Cockerham A-*, 
arns 
Pearse, Folarin Awoboh, B.A.(ECON.), A.C.A., 41965; P.O, Box ко, 


Ebute-Metta, Lagos, Nigeria. 
Pearson, John Malcolm, B.A,,(COM.), A.C.A., 21965; 86 Crow Hl 
outh, Alkrington, Middleton, Manchester. 
Pearson, Malcolm, a.c.a., 41965; cjo Frank Dean, Bank Chml-3, 
North Parada radford. 
Feart, Peter Gilbert Brodie, mA., А.С.А., a1965; ‘Iverston’, Tivoli 
Rd, Dunlaoghaire, Ireland. 
Peasley, Leonard Roland, Аел а19 рш Wm ]. vaa Теа 
Warner & Co, 24 Cal Calthorpe Rd baston, Birmin 
Peay, Malcolm John, A.C.A., od: 20 Chilton Grove, Yeow, 


отпегвеї, 
Peerless, Clive Edward, A.C.A., 01965; 80 Park Hill Rd, Wallingtcn, 


Surrey. 

Peet, John, A.C.A., a1965; 82 Sandy Lane, Skelmersdale, Lana. 

Pell, Frederick Thomas Charles, A.C.A., 21965; 16 Middlebek 
Drive, Ma apperley Plains, Nottingham. 

Pemberton, Keith Guthrie, B.SC., ACA, а1965; 29 Oxford Ба, 
St John’s, Wakefield, Yorks. 

Pengelly, (Mise) Sheridan Kay, A.C.A., 21965; 24 Lyndhurst Fd, 
Peverell, Plymouth. 

Percival, Clive William, A.C.A., а1965; тоа Chalkwell A-s, 
Westcliff-on-Sea, Essex. 

А Melvin Ralph, A.C.A., а1965; 2 Crossfield Rd, London 


Perkins. Brian Kenneth, A.C.A., а1965; 1 Aspen House, Din- e 
Lane, Solihull, Warwicks. 
Perry, Edward Leddra, A.C.A., 81955; 5 Belmont Place, St Iv=s, 


Cornwall. 
Perry, Nathan Neil, A.C.A., а1965; 15 Wenlock Edge, Stubs HA, 


Dorking, S 

Philby, Leonard loy, А.С.А., а1965; with С. W. Clarke & Co, 
George St Chmbrs, Corby, Northants. 

Phillips, Anthony Norman, A.C.A., 21965; 49 Montpelier Fd, 
Brighton, Suss 

§ Phillips, Hugo Howell А.Я.А.А., 41965; 133 Anderson :X, 
Brooklyn, Pretoria, S. África. 

Phizacklea, Michael Matthew, A.C.A., а1965; “Upper Warrer, 
Royston, Herts. 

Pickford, Michael Anthony, А.С.А., 21965; 1 Glyn House, 43 
. Burgh Heath Rd, Epsom, Surrey. 
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Pilling, Trevor Leon Harold, A.C.A., 21965; 132 West End Lane, 
London NW6. 

Pimm, Malcclm Arthur, A.C.A., а1965; c/o British. Union Confer- 
me of Seventh Day Adventists, Stanborough Park, Watford, 


Pile: Colin Michael, A.C.A., 201965; 9 Oakdene Ave, Darlington, 
Co. Durh 


; an. 

Plummer, David John, A.C.A., a1965; with Pulleyn, Heselton & 
Co, 92 Micklegate, York. 

Polus, Micheel Alan, A.C.A., a1965; rr Newcombe Park, Mill 
Hill, London NW7. 

Porter, Graham Boyi, A.C.A., а1965; 22 Kings Gap, Hoylake, 
Cheshire. 

Powell, Christopher Robin, A.C.A., a1965; St Veda, Beaumont, 
near Clacton, Essex. 

Powell, Graharn Ronald, в.8с., A.C.A., a1965; 8 West End Court, 


West End Ave, Pinner, Middx, 
Edward ME Clark, 


Prakash, Vinod, А.С.2., al^ vith 
Eckersley & Со, 69~71 Star House, Clarendon Rd, Watford, 
; with P. J. Barnacle & Co, 


Herts. 

$ Pratt, Alan Robert, A,8.4.A., а 
P. О, Box 1881, Salisbury, Rho. 

Preece, Peter James, А.2,А., agen ith Surman, Leat & Co, 31 
рр» Rd, London SW3. 

John Michael, A.C.A., 21965; Parkwood Cottage, Camden 

Piao d Bexley, Kent. 

Preston, Kevin Wentworth A.C.A., а1965; т Fernshaw Close, 
Fernshaw Rd, London SW:o. 

Pritchard, ohn Edward Prosser, A.C.A., а1965; Russell House, 
Russell t, Dowlais, Glam. 

руш, Р David James, A.C.A., 41965: 26 Labworth Rd, Canvey 

Essex. 


Purden, d, Pon Lloyd, A.C.4., a1965; 2a New Church Rd, Sutton 
Cold&eld, Warwicks. 


Quint, David, B.A., A.C.A., 21965; 34 Hamilton Crescent, Palmer’s 
Green, London N13. 


Rabin, Етапзјуп Stusrt, А.С.А., 61965; 154 Edgware Way, 
Edgware, Middx. 
Rajan, ey Gunaseela, A.C.A., 21965; s Glenilla Rd, 
ndon 
Rand, Richard Joh; A.C.A., a1965; B Crescent Rd, Wokingham, 


Randall, Kenneth George, A.C.A., 21965; 36 Monarch Drive, 
Henwick Fark, Worcester. 

Randall, Trevor Neil, A.C.A., a1965; 5 Palmerston Court, Oakhill 
Rd, Surbiton, Surrey. 

n, Paul William, A.C.A, a1965; ‘Westlands’, Russ Hill, 


Rawlinso 
Charlwood, near Horley, Surrey. 
Raymond, ond, Michael, A.C.A., 21965; 7 Bryanston Mansions, York 
I 
Reidy Rn pod Edmund, A.C.A., 41965; 15 Sandown Rd, 
Sunnybank. 


Reed, John Mm Ingle, A.C.A., аг965; 32 Ivere Drive, Barnet, 
Herts. 


Rees John Burton, A.C.A., а1965; зо Amanda Court, Langley 
Rd, Slough, Bucks. 
Michael John, A.C.A., 21965; 25 Theobalds Rd, Leigh-on- 
Sea, "Essex. 
Reeves F Peter Jamès; A.C.A., 21965; 34 Monkswood Ave, Waltham 


Regen Michael Paul Pauta Stearn Dinsmore, A.C.A., a1965; ‘Coppers’, 
ko, Hants, 
Асипа: Monamed Та Iqbal, A.C.A., 41365; то Eastside Rd, London 


Rehman, “Shafik, A.C.A., a1965; 5 Ormeley Rd, London 8Wira. 
КЧ, Б Brian John, A.c.4., 41965; 44. Bloomfield Rd, Harpenden, 


Re Colds, Nicholas Francis Roskell, m.a., A.C.A., 21965; 22 
te St, London W8. 
Rhodes, Ian, A.C.A., a1965; 48 Victoria Ave, Viaton, Boumemouth. 
Rhodes-Hole. Barry, А.С.А., 41965: 27 Onslow Gdns, Grange 
Park, Loncon N21 
Richards, Adrian John, A.C.A, a1955; “Hill Park’, 


па mda, Anthon Frederici А. са a1965; 15 Greenhill Drive, 


Reynoldston, 


Micklethwaite, Binglzy, Y: 
Richardson, Kenneth Dany. do а1965; 51 Pye Green Ва, 
Cannock, € 


Staffs. 
Richmond, ‘Anthony John, А.С.А., 27965; Flat 1, Chine Court, 38 
Western Rd, Branksome Park, Bournemouth, Hants. 
Riley, John Edward, AGA, a1965; 256 Becontree Ave, Dagenham, 


Rimer, John David, A.C.A., a1965; ‘Greenacre’, Kewferry Drive, 
Northwooc, Middx. 
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Roadnight, John Leonard, A.C.A., а1965; за Wyatta Drive, 
Thorpe Bay, Essex. 

Roberts, David Stephen, А.С.А., 21965; with Wheawill & 
Sudworth, 35 Westgate, Huddersfield. 

Roberts Merion, LL.B, ACA, a1965; ‘Hafan’, Morfa Bychan, 
Portmadoc, Caerns. 

$ Roberts, Michel, 4.3.4.4., a1965; with Seymour, Taylor & Co, 
Station Close, Amersham Hill’ High Wycombe, Bucks. 

Robinson; Alan Arthur Маре дол, 41965; Westfield 

e, m Tadworth, Surrey 
Roderic ‚ (Miss) Barbara Joan, x. 41965; ‘Lindal’, St 


Lawrence Rd, Chepstow, 
Rodwell, John, a.c.a., а1965; ‘Elfindale’, Crowborough Hill, 
"James, A.C.A., d1965; 18 Carlisle Rd, Hampton, 


Crowborou h, Sussex. 
Redil, Kei 
5j 4 Highoroft, £ Sree 
5; I9 Hadley Co са 


вото Perse irito, B.A., A.C.A., 21965; 18 Richmond 
Park Rd, London SWr4. í 
Rooke, David Philip, A.C.A., a1965; 35 Crestway, Roehampton, 


London SW: HET 

Rosenberg, Shalom Lincoln, A.C.A., 21965; 30 St Paul's Rd, 
Staines, Middx. 

Rosenbloom, Richard Adrian, A.C.A., ar965; 29 Heather Ave, 
Bearsden, Glasgow. 

Ross, Anthony Arthur, A.C.A., a1965; Little Mill House, Botley, 
Hampshire. . 

Ross, David Patrick, A.C.A., 21965; 7 Teddington Park, Tedding- 
ton, Middx. 

Rossiter, John Cullimore, A.C.A., а1965; 29 Woodside Rd, 
Downend, Bristol. 

§ Rouse, Stuart James Bentinck, A.8.4.4., 21965; with Pulbrook, 
Wright & Underwood, P.O. Box 62, Salisbury, Rhodesia. 

Rovira, Michael John, a.c.a., a1965; Preston Sands Hotel, 
Marine Parade, Paignton, Devon. 

Rowland, Anthony Ri Maurice, A.C.A., a1965; 27 Sunderland 
Ave, Oxford. 

Rowlands, Peter Thomas, A.C.A., 41965; то Sandy Lane, Bush- 


Wolverbampton. 
пон ре Ral h ph Edgar, A.C.A., 41963; 622 Chester Rd, Sutton 


Rowley, Calin ACA. ER ; 30 Kingswalk, West Kirby, Cheshire. 
Ruane Ре Denis, poe a 5; 9 mots; Ro Ири Lancs. " 
usse! ding, A.C.A. а1965; wi odgson, Harris 

Co, 53 Ср ел London EC3 


il Walter, A.C.A., a1 
me, A.C.A, arg 


Rees “© 
Roms, D 


Бе Alan, А.С.А., 21965; 9 Elmcroft Ave, Golders Green, 

on МУ/11, 

Sadler, Robert Keith, ith, A CA. 41965; 27 Ossian Rd, London N4. 

Salem, Anthony Ascher, B.COM., A.C.A., 41965; 109 Eamont 
Court, St John’s Wood, London NWS. 

Salkeld, John ohn Graham, B.A., A.C.A., 21965; Wayside Cottage, 

am, S 
вашар Malcolm Stanley, A.C.A., 219653 53 Foscote Rd, Hendon, 
ndon 4 
Sandell, Robert Laurie, M.A., A.C.A., a1965; 44 Burton Court, 
Franklin’s Row, Chelsea, London SW3. 
Sanders, Joseph Demetrius George, A.C.A., a1965; 15 Mount St, 
naon I 

Sanders, Michael John, A.C.A. 41965; її Ormond Grove, 
Toorak Gdns, Adelaide, S. Australia. 

Sanders, Stewart John, A.C.A., 21965; 52 Penn Lea Rd, Bath. 

Sargeant, David Napier, A.C.A., 41965; 29 Underdale Rd, 

Scholfield, John Christopher, A.C.A., 4196 The Close, 
Rochdale Rd, Middleton, Manchester. РР 

Seager, Anthony Edward, M.A., А.С.А., а1965; 49 Nevern Sq., 
London SWs. 

Mo Charles James, A.C.4., ar965; Flat r, Sulbam House, 

Se; ohn Philip, ACA. а1965; Wingert House, 35 Burnside, 

pal Jobn Fi ; Stalybridge, Cheshire Hs : 

Selkirk, Iain oce A.C.A., 41965; 198A Lincoln Rd, Peter- 


borou 
ichael Warren, A.C.A., а1965; 24 Collingham Gdns, 
pie am n E 
муп, е B.COM., AGA. 41965; І 
Chessington Lodge, Regent’s Park Rd, London N3. 
tul Leslie, А.С.А., a1965; 109 Conway Crescent, Perivale, 


Middx. 
Shabiolegbe, Ahinla Mashood, A.C.A., 41965; 334 Dickenson 
Rd, Longsight, Manchester 13. 
Мога, Mns сазово: 14 Granville Rd, London N4. 
Shafran, Geoffrey Mi А.С.А. HIE то Ballantrae House, 
Lyndale, Hendon Way, ses pee Ba 
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Shah, Avinash, A.C.A., a1965; 191 Bedford Hill, London SWrz. 
Shah, Bipinchandra Harkisandas, A.C.A., 21965; 31 Lansdowne 
Rd, Finchley, London N3. 
Shah, Chan ant Gosar Meghan, A.C.A., 21965; 108 Sarsfeld 
Rd, London SWra. 
Shaikh, Mohammad Yousuf, A.C.A., a1965; with Spicer and | 
Pegler, St Mary Axe House, 56-60 St Mary Axe, London EC3. Ts 
Shaikh, Munirahmed Bashirahmed, A.C.A., a1965; London “~ 
House, Mecklenburgh Sq, London WC1. 
Shakoor, Abdul, A.C.A., 21965; 4 Nevern Rd, London SWs. 


ЕМ (Mm) Melanie Ann Menzies, A.C.A., a1965; 49 Gleneagle 


ndon SW16. 
ын im. Alwyn, А.8.А.А., a1965; Р.О. Box 27031, Johannes- · 
burg, S. Africa. 
Sharpe, Donald Honore, A.C.A., 21965; 9 Derwent Drive, 
Purley, Surrey. 


Баазан John, A.C.A., 21565; 'Midhope', Kemsing, Sevenoaks, 
ent. 
Элә, Ian Gordon, ACA. arobs; w with hi Spicer & Pegler, St 


Axe House, 56-60 St МА fers on EC3. 
ichael, А.С.А., 21965; irchwood Ave, Sidcup, Kent. 


ви 

Shechin David Lionel, A.C.A., а1965; 36 Clifford Manor Rd, 
uildford Surrey. 

shake M d Saeed, A.C.A., a1965; wi Bensusan- Butt, 


Eves & Co, 8 West Stockwell St, Colc 
Sbeikb, Mustafa Jamil, A.C.A., а1965; 32 Waldemar Ave, London 


Shukri, Chetin Mustafa, A.C.A., a1965; 57 Fulwood Ave, Alperton, 
Wembley, Middx. X 
У Mohammed Shafiq, A.C.A., a1965; хт Frognal, London? 


Siddiqui, Masood Ahmed, A.C.A., a1965; with Е. G. Jenkins, 
Wcod & Co, 64 West Smithfiel Lon on EC I. 

Silver, Irving, A.C.A., а1965; 32 Gdns, Commercial Rd, 
London E 

Simpson, Malcolm, A.C.A., а1965; 81-Coldstream Gdns, High 

owdon, Wallsend, Newcastle upon Tyne. 
Sine Peter Alan, А.С.А., args w with Crew, Turnbull & Co, 
Slack Albert Ro Ave, Landon 965; 84 South Oak L 
rt Roylance, A.C.A., a1965; 84 Sou ane, 

Wilmslow, Cheshire. 

Smith, Bruce ruce James Pye, 14.4., A.C.A., a1965; 157 Coventry Rd, 
Ilford, Essex. 

Smith, Harold Stanley, A.C.A., а1965; 39 Hawk Green Rd, 


Marple, Ch bire. 
7 M King’s Court, King’s 


Smith, John Michael, A.C.A., 41965; 4 
Drive Leicester Forrest East, Le iier 
Smith, john "Thomas, A. we) а1965; 45 Beechmore Rd, South 


Yardley, Birming : 
Smith, William, A.C.A., а1965; 96 Oakfield Rd, Selly Park, ~ 
Birmingham 29 P. 
Smith, Peter, АСА., 21965; 26 Hilden Gdns, Heaton, Newcastle 
upon Tyne 7. 


Smith, Peter Geoffrey, A.C.A., а1965; with Bedell & Blair, 79 
Mosley St, Manchester 2. 
Sraith, Robin, B.A.(COM.), A.C.A., 41965; a Leyfield Ave, Romiley, 


ds 

Smith, Terence ue doe A.C.A., 41965; Warren Farm, Little 
Horwood, Bletchley, 

Snow, Alan, A.C.A., 219657 12 Copthall Gdns, Mill Hill, London 


Snowden, Francis Julian, A.C.A., a1965; 202 Stow Hill, Newport, 


Sobhan, Mohammad Gholam, A.C.A., 201965; 75 Elms Rd, 
Clapham Common, London SW4. 

Soha Awtar Singh, A.C.A., dodi: as Marjorie Grove, London 

"II. 

Sommerard, George Gaston, A.C.A., 21965; 37 Chalkwell Park 
Ave, Enfield, Middx. 

Soossithasan, Philesian Sosni, B.A., A.C.A., 21965; 14 Stonard Rd, 
London №13. 

Sourian-Bis Henri Sami, A.C.A., 21965; 8 Queen's Drive, 
Putnoe, ord. 

Southall, Jeffrey Malcolm, A.C.A., 21965; ra Ridgeway Drive, 
Penn, Wolverhampton. 

Spain, Charles, А.С.А., 21965; 65 Wellesley Rd, Chiswick, 
London W4. 

Spavins, John Chamberlain, A.C.A., а1965; 261 Wellingborough - 

d, Rushden, Northants. 

Spencer, Geoffrey James, B.A., A.C.A., a1965; 35 Elm Lane, 
Sheffield 5. 

Spiegelberg, Anthony William Assheton, M.A., A.C.A. а1965; 
Cote Brook House, Tarporley, Cheshire. 

Spier, Alan Philip, A.C.A., 41965; 100 Button Hill, Sheffield 11. 

Spring, Spencer Leon, A.C.A., а1965; то Sullivan House, 
Ch: ill Gdns, London SWr. А 
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Stafford, Peter Moore; Ax AGA, Ses 21965; ‘High Trees’, Brookledgs - 


Lc ue 

Stanton, N ioe area а1965; 14 Lynmouth Ave, 
Abington Vale, Northampton. 

Stevens, Martin John Pemble, А.С.А., a1965; ‘Anchorage, 
Lower Rd, Chalfont St Peter, Bucks. 

par flail , John, A.C.A., 04965; 51 Ewell Downs Rd, Ewell, Ерзогг, 

Still, An Anthony William, Ach ty 1965; 8 Runnymede Close, 
Whitton, Т Twickenham, Mi 

Stokes-Harrison, David Ма. Hurford, A.C.A., 201965; 139 
Knightlow Rd, Harborne, Birmingham 17. . 

Stone, Jeremy Graham Tempest, MLA, ACA, а1965; 40 West- 


e Ter., London Wa. 
Stickland, Brian, AGA, 41965; 15 St Albans Rd, Fulwooc, 


Sheffield ro. 
Strover, Richard Guy, A.C.A., 41965; Mistley Wood, neer 
Manningtree, Essex. 
S , Charles David, n.A.(COM.), A.C.A., a1965; 36A Herict 
d, London М4. 


Suri, 1 Mobin, A.C.A., 81965; 33 Mountfield Rd, London Nz. 
Sutton, ) Dora, A.C.A., а1965; 10 Bardsley St, Chaddertor, 


ет "Раш Harvey, A.C.A., а1965; 6 Foster Place, Kempstor, 
Swift, Anthon Men toas 81965; 71 Drummond Rd, Litte 


Bromwich, 
Sykes, Martin, A.C.A., arot: “The Moorings’, Mere Side Кс, 
Cheshire. 


Mere, 


Тап Kenneth Kok- .C.A., а1965; 2D Green Lane, Fourth 
Floor, Happy Valley, Hong Kong. 
Hyman, A.C.A, 41965; 95 Shirehall Park, Hendon, 
Payal, Vinod A 96 S Way, London М 
‘ay’ A.C.A., 21965; 44 Sussex Way, n N7. 
Ten Martin Harvey, A.C.A., a1965; 26 Bolton Gdns, Tonden 
Ta „и А.С.А., 41965; a Arundel House, Heathfield Rd, 
n, 
ert, А.8.А.А., 21965; 112 Hyde Fark ik Heigbr; 
$T d Pret Pretoria fe Rd, Craighall Park, Johannesb burg, 5 
Temple, Michael ‚› А.С.А,, оо 51 ue Ney 
Southgate, London Мт 
"Theaker, George Malcolm Barnshaw, A.C.A., a1965; пе бана 
Farm, Crowhurst Rd, Hollington, St Leonards-on Susse-. 
Alun, B.A., ACA а1965; with Deloitte, Plendec, 
Griffiths & Co, Midland ink Chinbra y7 Bute St, Cardiff. 
E oe Christopher, A. i pe 49 
теште. Grahame Edgar, A.C.A., 21965; ху Seamore Аут, 
Benfleet, Essex. ak i 
КЕ јоћа Howard, Dec A.C.A., @1965; 33 Glynderwen 
Crescent, Derwen Fawr, Swansea. 
Thompson, Christopher Peter, A.C.A., 21965; 31 Werneth Rd, 
Woodley, Stockport. 
Thompson, Dudley Stuart, A.C.A, a1965; ‘Rosenda’, Couldscn 
Lane, Chipstead, Surrey. 
Phom hn Graham, A.C.A., a1955; with Dorland Advertisirg 


eris House, 28 Haymarket, London SW:. 
Thornton, David Jobn, А.СА., а1965; 11 The Avenue, Sab, 


"Thornton, David Macready, A.C.A., 21965; a1 Cross Rd, Alcester, 
The Kingal M 96 Moberly Rd, 
oreo, ҮЕ ey Marcus, A.C.A., 21965; 20° Moberly 

Salis 


Thorold ibs Dette John, B.6C., A.C.A., а1965; Greenacce 
House, Kingsland, Shrewsbury. 

Tidman, Duncan, A.C.A. 41965; бо Cheriton Ave, ‘Clayhall, 
Ilford, Essex. 

Tilley, Robert Alfred, B.A., A.C.A, a1965; 8 Tudor Court, 
Clarence Rd, London Naz. 

Tink, William Jobn Llewelyn, A.C.A., 41965; 105 Loxley Avs, 
Shirley, Solihull, Warwicks. 


'Titmus, Gordon Frederick, a.c.a., а1965; 3 Jackson Rd, Ску 
Cross, near Chesterfield. 
Tointon, Michael Hale, B.A.(ECON.), A.C.A., a1965; 124 Green 
Lane, Morpeth, Northumberland. 
Тоша, Derek Michael, А.С.А., a1965; 122 Bellenden Rd, Londcn 
15. 


Topley, (Mrs) Gillian Mary, A.C.A., 41965; 25 South Row, 
Blackheath, dud БЕз. ? 


Town, John Richard, 8.4.(coM.), A.C.A., ax965; 5 Tewit Well Rd, 
‘Townsend, 
‘own , Stuart, A.C.A., 21965; 59 Templars Way, Fairweather 
Green, Bradford 8, 
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'Towse, George Roger, B.A, A.c.a. a1965; 'Courleigh', The 
Clears, near a? Reigs te, Surrey. 

Trace, Maurice A.C.A,, 21965; 1 Sutton Rd, Kidderminster. 

Tri " James, A.C.A., a1965; 28 Renelagh A ve, Barnes, London 


Trivedi “Vinod Ss AGA. 21965; 174 Whyteleafe Rd, 


- Caterham, Surr 
"Tucker, Jobn Reginald ACA., 621965; Kingswood Lodge, 
od Lane, Warlingham, S Ба: 
41965; ‘Woodford’, Grange Rd, 


Turner, Michael John, А.С.А., 
Dorridge, Warwicks. 

Turner, Peter John, A.C.A., 41965; ‘Sea Crest’, Nethertown.Rd, 

St Bees, C and. 

The ae Ian, A.C.A., 21965; ‘Cartref’, Esher Park Ave, 

er, 

T › oue Browning, A.C.A., «1965; 6 Castelnau, Barnes, 
London SWi3. 

Twist, Robert James, s BA (cM, ), ACA, 21965; 8 Maple Grove, 
Prestwich, М 


Ышш, iin John, B.A., A.C.A, 21965; The Manor House, 


eii o Peter, ACA, ах965; 30 Pickhurst Rd, Pennywell, 
Sunderland, 


Varley, David, A.C.A., 21965; 409 Blackmoorfoot Rd, Crosland 
Moor, Huddersfield. 
Varman Sohan Lal, A.C.A., a1965; 154 Kingdom Rd, London 


Vassib, Princo Osman Salaheddin cf Turkey, A.C.A., a1965; ao 
Castelnau, Barnes, London SWrz. 
Venat, Harry, Hany, A: C.A., 41965; 35 Kendall Rd, Higher Crumpaall, 


NS Быр, ‚ А.С.А., 21965: 69 Brook Green, Hammer- 

- smi 

Verney, Harry Ulick Ө елй, A.C.A., 21965; The Garden House, 
Cheriton, Alresford, Hampahire. | 

Vincent, Keith Henry David, A.C.A , 21965; бо Pen-Y-Cae Rd, 
Port Talbot, Glam. 


Wackett, Charles, a.c.a., 21965; 33 High View Rd, South 
Woodford, London Er 
Wagstaff, Gordon, АЈА, 21965; 3 Heather Rd, Meltham, near 
uddersfield. 
Wahi, Surinder Kumar, A.C.A., 2165; 28 Richmond Park Rd, 
Clifton, 1 8. 


Bristo! 

Walker, Anthony Richard, А.С.А., ar965; 43 Blundell Drive, 
Hillside, Southport. 

Walker, Joha Ross Hewitson, A.C.A., 21965; 5 Ashbourne 
Mansions, Temple Fortune, London NWi1. 

Walker, William ‘Trevor John, A.CA., 21965; 37 Hinckley Rd, 
Stoke Golding, Nuneaton, arwicks. 

Wall, Donovan Lawrence, A.C.A., a1965; ‘Mansfield’, New Rd, 
Horsham, Sussex. 

Walley, Peter Thomas, A.C.A., 21965; "lrefnant', The Avenue, 
B Rd, Stanley Moor, Stoke-on-Trent. 

Wallwork, James, A.C.A., a1965; 'Barcloy', Elmsway, 

Hale pon Altrincham, Ches hire. 

Walsh, Philip James, A.C.A., a1965; :8 Heol Deva, Ely, Cardiff. 

Ыс кек Со Colin, A.C.A, a1965; 21 Appleton Ra, Heaton 

Ward, our hillip, A.C.A., 21965; 6 Heath View, London Na. 

Ward, Colin. B.SC., A.C.A., 21965; a Endersleigh Court, Colin 
Deep Lane, London NW. 

Ward, Kenneth Arthur, Ра axg$5; 64 Warwick Rd, Ealing, 
London Ws. 

Wardle, Roger David George, A.C.A., a1965; 5 Milton Court, 
Milton, Cembridge. 

Wareing, David James, A.C.A., 31965; ба Southport Rd, Lydiate, 


Warner-Smith, Anthoa 
Balham, London, SWia. 

Warwick, JoEn Arthur, A.C.A., 21965; 34 St Mary's Ave, Norwood 
Green, Southall, Middx. 

Waters, Dennis Robert, A.C.A., 41955; 85 Grove End Gdns, St 
John’ 8 рос London NWS8. 

Wates, opher Stephen, B.A., eru а1965; 6 Rosscourt 
Mansions, eig s p St, London SW 

Watherston, Peter David, A.C.A., po US 14 Vicarage Gdns, 
London 

Wanon, d David, B.A., A.C.A., 41965; 4 Manor Court, Manor Rd, 

Essex. 
Wate ‘David Thomas, А.С.А., 21965; a7 Grandfield Ave, 
Radcliffe-on-Trent, Nottingham. 


, ACA, с1965; 294 Radbourne Rd, 


504 


li sere George Menzies, A.C.A., 21965; Avenue House, Shincliffe, 
Кова, lan, A.C.A. 21965; 25 Friars Ave, Whetstone, London 


Weron riian A Hugh Roger, A.C-A., a1965; 41 Sydenham Rd, 

О: 

Webb, Rodney Anson John, A.C.A., 21965; 16 Upton Rd, Norwich, 
orfo! 

Webster, David Charles, A.C.A., 41965; 213 Long Lane, Bexley- 


wis Kent- d, 
ebster, Peter David, B.A, A.C.A., arg65; s Argyll House, 
Mandeville Rd, Northolt, Middx. 

Welsh, Robert, Iain, A.C.A., с with Cooper Brothers & Со, 

Abacus House, Gutter Lane, Cheapside, London ECa. 
West, (Міне) Angele, Eliza Elizabeth, AGA, 41965; 35 Buckingham 
ay, 
Wegtbury , Michael John, A.C.A., 41965; 125B Beechwood Ave, 


poss MM Michael, AGA, а1965; ‘The Crest’, Tunstall 
lios underland, Co. Durham. 
Weston Smith, Anthony Бозо, A.C.A., а1965; 294 Leigh Ra, 
ноде caper 5 
e, ivi. o АСА, 81965; ‘Iona’, Ashway, yton, 
H heahire. 


Wharton, Jub tub ACA, d бо Borrowdale Rd, Lower 
Bebington, Cheshire. 

Wheatley, Nicholas Antho = E а1965; 147 

EIN aoe 

te, о en dés a1965; 21 
Kenya, E. Africa. М ym 

White, | ward, Ler а1965; 38 Lawnswood Drive, Rawcliffe 
Lane, Clifton, York. 

White, James Campbell, A.C.A., 41965; зо Pembridge Square, 
London W2. 

White, Michael Anthony, A.C.A, 21963; r4 Moyle Crescent, 
Eastern Green, Coventry. 

White, Selwyn, A.C.A., 41965; 24 Lyngford Sq., Taunton, 
Somerset, 

Whiteley, John Stuart, A.C.A., a1965; 20 Stanhill Lane, Oswald- 
twistle, A 


ccrington. 
Whitteker, Gareth bam, A.C.A., а1965; 20 Minorca Mount, 
Denholme, Bradford 
Wightman, Alan Edward, A.C.A., а1965; 95 Leicester Rd, 
wi ‘Loughborough, Leics. 
ilkie, George, A.C.4., 21965; 9 Moran St, Fulwell, Sunderland, 
Tac Michael Howe, A.C.A., 21965; 86 Basil St, Deepdale, 


Wilkinson, Peter Robert, A.C.A., 41965; 88 Barton Rd, Luton. 

Willey, Anthon Edward, A.C.A., a1965; 219 Chesterfield Rd 
South eld, Notts. 

Williams, [o А.С.А., a1965; 24 Llanfair Rd, Penhill, Cardiff. 


Williams, David, A.C.A., 41965; 35 Grey St, Manchester 12. 
‚ James Henry, A.C.A., 41965; 37 Caithness Rd, Allerton, 
wine 18. 


Dese ee eie Derek Robert Peere, A.C.4., a1965; ‘Little 
Great den, Bucks. 


wile lin, john Dingle, M.A., A.C.A., 21965; дов Douglas Rd, 
Harpend. en, Herts. 

Wills, Alan , ACA, а1965; ‘Little Gables’, Hastings 
Ra Kirby Muxlow, Leics. 

, Andrew Alexander, B.8C.(ECON.), A.C.A. 41965; 28 

Endwood гош Handsworth Wood Rd, Birmingham 20. 

Wileon, Charles Edward, A.C.A., 21965; The Cottage, Broughton, 

reston. 

Wilson, John Christopher, a.c.a., 21965; 6 Silver Birch Ave, 
Fulwood, Sheffield 10. 

Wilson, Peter Jobn, B.A., А.С.А., a1965; Livermere Hall, Bury 
St Edmunds, Suffolk. 

Win, Than, A.C.A., 21965; with Hesketh, Hardy, Hirshhold & Co, 
Norwich House, 13 VE en: Place, London WC 

Winter, David Thomas, А. a1965; with Larking & Larking, 
Martins Bank Chmbrs, 6o 5o High St, Sittingbourne, Kent. 


Winter; Richard Anthony, А.С.А., 21965; Maypole House, Bexley, 


ent. 
Withinshaw, Peter John, A.C.A., 21965; a3 The Avenue, Finchfield, 
Wolverhampton. 
Wood, Brian Jobn, A.C.A., a1965; B8 ee Ave, Windsor, 


‘Wood, Jeremy Anthony Cassillis, А с.Аог 21965; 367 Baddow Rd, 
Chelmsford, Essex. 
Wood, I Malcolm John, ACoA 21965; 213 "Loose Rd, Maidstone, 


Woodcock, Ms Dailey Wynn, AC. A. „аїаб 18 Ivydale Rd, 
"Thurmaston, 

Woods, Brian Edwin, T а “Heathlands’, Millbeck 
Green, Collingham, Wetherby, a 


A.C.A., 
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Woolhouse, John Anthony, A.C.A., а1965; 313 Gleadless R 
oh у, 965; 313 d, 


Wootton, Michael John, A.C.A., a1965; 147 Broadway North, 
Veorboys, David Ruff, A.C.A., а1965; 87 Castelnau, London 


SWi3 
Worth, Sohn Tudor, A.C.A., 41965; 139 The Vale, Golders Green, 
a Cumas ber Robi 96 elville А 
y, obin, A.C.A., ai M e Дуе, 
“Barnoldswick, Colne, Lance Te , 
Vereford, John Alan David, A.C.A., a1965; 24 Castle View Ter, 
Ludlow, Salop. 
Wright, Stephen Noble, A.C.A., a1965; 17 Cumberland Ave, 


Wane hen William, A.C.A, 41965; 124 Rusthall Ave, 
zight, Stepha London Wa. К 
уз, Joh Jobn Leslie, A.C.A., Е ББ: a9 Clarendon Rd, Redland, 


Yates, Joha; A.C.A., 21965; 85 Egremont Rd, Milnrow, near 
Yates, William Manfred, Aca, a1965; 65 Lansdowne Rd, 


near Chesterfie 
Youn foba А Albert, a.c.a., 41065; 88a Whinney Hill, Durham 
City, Durham. 
Young, John Cedric Keith, A.C.4., a1965; 87 Erpingham Rd, 
London SW15. 
Yeung, ‘Terence John, 85 a1965; 33 Rowley Grove, Stafford. 


` 


/ 
Fellowship 


The Council acceded to applications from eighteen 
associates to become fellows under clause 6 of the 
supplemental Royal Charter. 


Incorporated Accountant Members 
becoming Associates 


'The Council acceded to applications from the following 

imcorporated accountant members for election as 

associates under clause 6 of the scheme of integration 

коп to in clause 34 of the supplemental Royal 
arter: ~ 


‘gis Edward Gerhardt, A.8.4.4., a1962; Whinney, Murray & 
Frederick's Place, Old J , London ECa. 


Rock, David John, А.В.А.А., а19 3; with Clifford Towers, 
Woodroffe & , 13 Guildhall Road, Northampton. И; 
F.S.A.A. 


The Council acceded to an application from one 
ircorporated accountant member A.S.A.A. to use the 
letters F.S.A.A. under clause 4 (5) of the scheme of 
irtegration referred to in clause 34 of the supple- 
mental Royal Charter. 


Members Commencing to Practise 


The Council received notice that: the following 
members had commenced to practise: 


Alen, William g1960; W. J. Gilbert & Co 
118A London Wan Асл, ÉCz : 


Beverstock, Michael John, iem a1963; dub & Co, St 
-Martins House, B Pirmiinghem, s 

Bell, Brian, B.A., A.C.A., 01962; Hay dn W у & Co, 
Plymouth Chambers, 2 Bartlett St, Уа ап 


С-етепвоп, David John William James, A.C.A., oues Kenneth 4 
Kyle % бо, 10 Broadwey, Luton -on-Sea, Essex. 

Cole, Malcolm, A.C.A., a196a & Tebbet, хо Peacock — 
Lane, Leicester. 

Cox, Alan Robert, a.c.a., 21962; Bryce Hanmer, Isherwood & Co, 
23 Albemarle St, London Wir. 

Daeche, William Leslie, A.C.A., 41963; Bird & Partners, 5 St 
"Thomas' Rd, Brentwood, Essex. 

Davison, John Greener, A.C.A., 41956; Strachan & Co, and Percy 
F. Ward & Co, 2 Windsor Ter., Newcastle upon Tyne 2. 

Dawes, John Gordon, F.C.A., aS1954; *Stephenson, Smart & | 

Co, Queen St Chambers, Peterborough. ж 
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| DISK PACK: instant information! — — 
PRODUCT FORECASTS: TERRITO SALES: SALESMAN PERFORMANCE: SALES BY PRODUCT: PURCHASE LEDGER + 
| 
і 
1 
| 


Direct access turns your computer from = mere data processing machine into a manage- 
ment information system. All the information you need for effective contro! of your 
business can be stored on an IBM direct 222се55 device – and be instanzly available to any 
of your executives. With direct access yor records are as up-to-date as the last transac- 
tion. Changes in every aspect of your organisation's aczivity can be immediately reflected 
in the relevant records. Pioneers and leaders in direct access, IBM has equipment rang- 
ing from a single Disk Pack (featured abzve), with capacity for over 7 million characters 
of information, to larger units capable of aolding up to 400 millions. Whatever the size of 

' your business, you can choose the combination that suits your precise needs. Even more 
important, IBM has the experience and przgramming support to enable your management 
to get the maximum benefit from your computer. Contact your local IBM office or Mr. 
P. D. Riches, Industry Marketing Mánagzr, ІВМ United Kingdom Limited, 101 Wigmore 
Street, London, W.1. Telephone: WBLbeck 6600. 


i- DIRECT ACCESS WITH 
IBM 





ACCOUNTANT 


All forms of 
ANALYSIS 
are our business 


Sales 
Purchases/Expenditure : 


Labour and Material Costs 


. Stock Control 
Questionnaires 
Orders/Sales Statements 
also Punching and 
Verifying Cards for users 


For accuracy and reliability 


MADIC DATA PROCESSING SERVICE: 


13-15 Sheet Street, Windsor 
Telephone 63416 


У 


лїї» 


- both 


RANKING, SPICER AND PEGLER’S 
4 Р = е 
Executorship Law 
and Accounts 


f Twentieth Edition 
by Н. А. R. J. WILSON, F.C.A. 


A standard textbook which deals in detail 
with such subjects as estate duty, controlled 
companies, distribution of estate as it affects 

creditors and beneficiaries, trusts and 
trustees, books and accounts, ap ionment, 
etc, Fully illustrated with examples, this work 
can be referred to with confidence by students 
sitting for the final examinations of the 
accountancy bodies 


Price 40s Post free 438 


HFL (PUBLISHERS) LTD 


IO BARLHAM STREET, LONDON Са 


WESTBOURNE PARK BUILDING SOCIETY 
4, INTEREST ON 
INVESTMENT SHARE ACCOUNTS 


October 16th, 1965 


The interest reto is now 496 per 
annum. income Tax paid by the 
Society. 


This is equal to: £6.16.2 per cent, 
where tax із реја at standard rate, 


Shares and Deposits in the Soclety 
sre Trustee Investments; assets ex- 
ceed £55,000,000 and reserves ex- 
ceed £2,700,000. . 


Fixed Term Shares: Minimum In- 
itial investment £100—term 2 or 3 
years. The present yield on these 
shares is 44% per annum. Income 
Tax paid by the Society. 

This is equal to: £7.4.8 per cent, 
where tàx is paid at standard rate. 
For further particulars olease write, 
telephone or call in at any branch 
or district agent. 


WESTBOURNE PARK BUILDING SOCIETY 


Chairman: Thé-Lord Hurd 


General Manager: Edward Moody, F.C.C.S., F.B.S. 


Westbourne.Grove, London, W.2. Tel: BAY 2440 Member of the Building Socletias Association 
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Driscoll, James Ronald, A.C.A., a1964; Thornton Baker & Со, 
16 et Sq., Bicester, on. 
Evans, Peter Burnett, a.c.a., а1961; *Coo 
Box 596, 596, Bernard Sunley Building ding, 
Everson, “Terence Fred, A.C.A., 2.51963; Everson & Co, Raal 
Chmbrs, 1 Midlande St, Hull. 

Garrett, Alan Charles, M.A., A.C.A., a1962; Albert J. Pope & Som 
7 Alfred St, Bath. 

Giffin, George Edward Patrick, A.C.A., a1958; *Price Waterhose 
& Со, venue Пе L’ Opera, Paria (ae), France. 

Gordon, Stuart Nicholson, А.С.А., 21959; "Thornton Baker & Z 20, 
8 West Walk, Princess icester. 


ers & Lybrand, PD- 
weon Sq., Nascu, 


Greenfield, Graham obn, A. GA, 41962; F. E. Sidaway, Sor & 
Co, 6 Long Lene arket Place, В ckhea Birmingham. 
G iliam Michael, A.C.A., a1961; Greenhz. аһ 


reenhalgh 
& Co, 98 Imperial Drive, Gravesend, Kent. 
Hamilton, Anthony Richard, A.C.A., 21963; W. J. Gilbert & ‘Coy 
118A London Wall, London ECa. 
Hutchison, Derek, A. сы а1959; Flamank & Co, 11 Station 24, 
Solihull, Warwicks 


Jackson, Donald Stuart, T.C.A., 41948; Bird & Partners, 5 3t 
Thomas’ Rd, Brentwood, Essex. 


Jenkins, Andrew Norman, F.c.a., 41958; Noel, Shackell & Grey, 
Midland Bank Chmbres, 97-100 Bute St, Cardiff. 
Kenit David Trevor, A.C.A., 41959 Thurlow, Boyce & Co, rod 
igh St, Guildford, Surrey. 
LL.B., A.C.A., 81962; с 
yi 7 Fitzroy Sq., London Wi. 
Lamb, John Maurice, A.C.A., 41958; Curitz, Littlestone & I 
15 Dumfries Place, Cardiff. 
Lewis, Anthony Geo: PAGA a1963; Hodgson, Morris & Со, 
1 North John St, iverpool 2. 
Lidster, е тне 41965; *Beaumont, Lidster & Со, 36 
Lee Сат Doncaster. 
1 Oswald атаба ' Oswald Ling & Sn, 
zen House, 51 Wasdwitk Der xd isd " 
ter, omas, A.C.A., 21964; tz, estone & Со, 
15 њи Ple се, Сага: 
моу Rupert ТИМ Llewellyn, A.C.A., 21958; 32 Carew d, 
gton, Surrey. 
us. David Reynolds, A.C.A., a1964; Berry & Со, a4 Ashf--d 
, Tenterden, Kent. 
Martin, Ian Donald, a. ч 41958; Saffery, Sons & Co, 1 Urron 
Crescent, Cecil Sq, N Targate, Kent. 
Markler, Andrew, A.C.A., 41959; 2 The i ed Morden, Surrey. 
Millard, d Pa A.C.A., 41956; oper Brothers & Co, cad 
3, Pert, Pani e Horae 156 8t George" s Тег, (ЕЭ. 
Western Australia. 
David H ish. Acar 251955; Wood, Bradfield & .— 
‘Woodfield Howe’. James St, Neath, Glam. 
Myers, Anthon Michael, F.C.A., 01953; Anthony M. Myers & 
Co, 41 Trevelyan Crescent, Kenton, Harrow, Middx. 
$Nicholson, John Lionel Drummond, А.В.А.А., 
еа азе Ferreira St, » Johannesbur 
oyes, on Henry, A.C.A., а19 ryce 
& Co, 23 Albemarle St, London Wu. 
Moro Maurice David Brian, A.C.A., a1960; Watson, O'Rezan 
134 Fleet St, London ЕС4. 
Parker, Horace Alfred, ».C.4., 251939; S. J. С. Southon & =o, 


10 Richmond Rd, Exeter, 
Peel, Maurice Charles, edo arg61; English, Peel & Co, то 


Oak St, Fakenham, 

Reddy, James George, A.C.A., a1964; t+}Reddy Siddiqui & Zo, 
144 Cheviot Gdns, London N Wa. 

Rothenberg, Walter David, M.A., A.C.A, а1965; Rothenberg 
Noble & Co, 7 Fitzroy Sq., London Wi. 

§Rozen, Henri Willy, as.a.a., a1960; TT Henri W. Rozen & 7, 
P.O, Box 6755, Johannesburg, S. Africa. 

Sanders, Stuart Francis, A.C.4., 41959; 14 Wymondley 2d, 
Hi „ 959; 14 Wym y 


451957; 108—259 
S. Africa. 
er, Isherweed 


, Herts. 
Scoot, Roy William. деу аїдбт; Redhead, Piggott & Co, 15 
Butts Green Rd; Hornchurch, Esser. 


Short, Colin Maxwell A.C.A., a1960; Macy Marwick, Mitchel & 


A^ Bah Co, Sandringham House, Shirley St (P.O. Box 123), Nasem, 


peret Joseph Barry, СА» а.51957; John Tetley & Co, 25 
ios idler аш гоо Mab d, eddy Siddiqr & 
i аш, ood, A.8.A.A., GI R i 
Cheviot Gdns, London not п id ч 
ssi, Stephen, A.C.A., a1961; 18 Glebelands Ave, Lonesn 


Spring Ronald, B.8C.(ECON.), A.C.A., 21957; бол Banstead 2d, 
Carshalton Beeches, Surrey. 
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NUM ; Thorncliffe House, 


ante Harold, F.C.A., ai 
rough. 


Hessie, E. Yorks, pu at 
Pea. David William, A.C.A., а1264; Pearce Collins & Co, 
Princess House 34-36 Princess S:, Yeovil, Somerset. 


Tornlin, Peter John, a.c.a., aS1956: ‘Nyetimber’, Avenue Gdns, 
Horley, Surrey. 

'Tresidder, Valentine Christopher, 4.C.4., 41960; Charles Prince 
& Co, 24 Southernhay East, Exeter. 


Uddin, Mohammed Mosleh, А. page Aro (Баната, Rahman 
Huq & Co, Mercantile Azam Rd Agrabad, 
Chittagong, East Pakistan. 
Umney, Roy Charles, A.C.A., px Harrison & Sedgwick, 112 
Green Lane, Derby. 
Vinter, Alan James, Е.С.А., 91953; Н. W, West & Со, Leadenhall 
House, 101 Leadenhall ndcn EC3. 
Edward, A.C.A. a19%3; F. Н. Hodgson & Co, and 
tley & Hodgson, 16-17 Нил Street House, Newmarket 
St, Skipton, Yorks. 
Watson, avid Taylor Urquhart, A.c.4., a1960; Watson, O' Regan 
4 Fleet Street, ndon EC4. 
Wheeiet, Basia John, A.C.4., 21963 Farmiloe & Co; St Martin's 
House, Bull Ring, Birmingham 5. 


Williams, Thomas Ernest; БОЈА, aS1950; Holmes-White, 
Herbert & Co, со Barkin ing Rd, Plaistow, London E13. 
Wright, Nicholas d 


Weathecey, A.C.A., атаб: Bullimore, 
right & To, 3 ета Aye, London ЕСа. 


Re-admission to Membership 


Subject to payment of the amounts required by the 
Council, three former members of the Institute were 

re-admitted to membership under clause 23 of the 
тырша Royal Charter. Two applications under 
clause 23 were refused. 

It was reported to the Council that the following 
re-admissions, made at the Council meeting on 
August 4th, 1965, subject to payment of the amounts 
required, had become effective: 


Jones, Kenneth, A.C.A., a1961; 63 Earden: Ave, Bradford 6. 
Pandya, Balram "Bhagwanji, B.A.(COX.), A.C.A., 21960; c/o Ministry 
of Finance, Auditing Division, P.M.B, 2032, Kaduns, 


Zambia. 
Change of Name 


The Secretary reported that the following changes of 
name have been made in the Institute's records: 


с ; Jonathan, to Сану, Jon. 
edad] y Amershi, to Kerim, Amir Aly. 


Haren ichael, b Kendal, "Michael, 
illiam Charles, to Price, W liam. 


Resignation 


The Council accepted the resignation from member- 
ship of the Institute of: 


Wilson, Samuel, ¥.c.4., a1962; 23 Hitherbroom Rd, Hayes, 
Middx. 


Deaths of Members 


The Council received with reg-et the Secretary's report 
of the deaths of the following members: 


Mr Alexander Anderson, Р.С.А., Teddi 
» Dan Ashton, F.C.A., Hebden 3ri e, Yorks. 
» Reginald Griffiths Bailey, F.cA., Plymouth. 
» John Armit Bascen, r.C.A., London. 
» Wilfred Bodington, M.8.M., F.A., Stratford-upon-Avon. 
» Thomas Francis Chambers, 2,C.A., Sutton. 
» Francis Lionel Henry Choak, F. OAs, Bristol. 
» Samuel Ainslie Common, F.C.A., Newport, Mon. 
„ Arthur Hi Dauncey, F.c.3., Cowfold, Sussex. 
», Bernard Dudley, В.С.А., Newzastlo upon 'Tyne. 
a 155 ames Alistair Dyson, C.B.E., F.C.A., Stanmore. 
Ф wreace Aylwin Field, r.c.&., London. 
» Philip Montagu Gi George, F.C.A., Durban. 
„ Roger Ed ill, A.C.A., Wolverhampton. 
» Edgar Harold Goddard, FGE., Stratford-upon-Avon, 
» Charles Ernest Gray, F.C.A., Sheffield. 
›› Edward Wimlett Harper, A.C.A., Coventry. 
» Lawrence Hickson, F.C.A., Bull. 
» Stanley Gordon Hillyer, 0.5.z., 7.C.4., Eastbourne. 
» William Howarth, F.C.A., Lytham St Annes. 
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Mr Thomas Cecil Yorath Hughes, M.A., ¥.c.a., London. 

» Richard Douglas Judd, D.8.0., M.C., T.D., Р. СА. London. 
» Raymond John Lewis Kelland, F.C.A., Birmingham. 

» Arthur Edward Langton, LL.B., Р.С.А., London. 

» Ramprasad Chimanlal Mehta, F F.C.A. Bombay. 

» Thomas Rees Morris, F.C.A., Cardiff. 

» Robert Hector Munro, F. T-A., London. 

ji Anthony Bertie Lo Murison, 1 МА. а London. 
» John Gervase Newby, F.c.a., King’s 

M uid. John Osmond, F.C.A., Bishop’s 7 Stordord: 

» Norman Potts, F.C.A., ‘Stalyb ridge. 

» Leonard Powell, Е.С.А., London. 
,» Norman Pritchard, F.C.A., Lancaster. 

» Ernest Edwin Rainbird, F.c.a,, Carlisle. 

» Keith Albert Shaw, A.C.A., Sheffield. 

» Frank Smith, r.c.a., Manchester. 

» Frederic William Smith, F.C.4,, Newcastle upon Tyne. 
» Alan William Stewart Tabbernor, F.C.A., London. 

» Frederick Reginald Tillett, M.A., F.C.A., London. 

» William Keene Truesdale, F.8.4.4., Leeds. 

» Ronald Halford Tucker, F.c.a., Cardiff, 

» Thomas George Weavers, F.c.A,, London. 

» Gilbert Morrison Weir, F.c.A., Bristol. 

» John Blades Weir, A.C.A., Bridgnorth. 
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Mr John Alfred West, F.c.4., London. 


» Neville се Whitmore, ¥.C.A., Bristol. 
» Jobn J ediey Willis, r.c.a., London. 
» George ilfrid Wood, Р.С.А., Southport. 


35 DUM Yeoman, в.С.А., Umtali, Rhodesia. 

» joseph Owen Young, F.c.a., Bolton. 

э Cunnumpurath Abraham Zacharigh, B.A., 
Montreal. 


Exclusions Expungéd 


At hearings by the Disciplinary Committee on July 
7th, 1965, the Committee decided that Mr Reginald 
Henry Evans, F.8.A.A.. and Mr Afolabi Babajide 
Olayiwola Боде, B.A.(COM.), A.C.A., be excluded from 
membership for non-payment of subscriptions. It was 
reported to the Council that notification has now been 
received that Mr Evans died in June 1964 and Mr Sode 
in January 1965, and accordingly, the Council resolved 
fhat the exclusion of Mr Evans and Mr Sode be 
expunged. 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council of the Institute at a hearing held on У 


~ 


July 7th, 1965. 


Overdue Subscriptions 


In addition to similar complaints on which the Findings 
and Decisions have already been reported, the com- 
mittee heard three complaints preferred by the 
Investigation Committee each to the effect that the 
member concerned had failed to pay within four 
months of January 186, 1965, the subscription then 
due and payable by him во as to render himself liable 
to exclusion or suspension from membership. The 
committee found the complaint proved in every case 
and ordered that each of the three members be 
excluded from membership unless by a specified date 
the subscription respectively the subjects of the formal 
complaints had been received, and the committee 
further ordered that in the event that the foregoing 
Decisions did not take effect, one of the members be 
reprimanded, one member be admonished, that no 


ection be taken in the remaining case, and that there 
then existed in all cases circumstances which justified 
the omission of the name of the member from the 
publication of the Finding and Decision. None of the 
amounts, the subject of the complaints, was received 
in the period allowed and the following Decisions have 
therefore become effective: 


EOM from membership with effect from August 31st, 
3905. 
Henry Charters Allen, F.c.a., 25 Snows Green Rd, 
Shotley Bridge, Co. Durham. 
Harding Fred Herbert Davies, r.C.A., 5/77 Queens- 
cliff Road, Harboard, New South Wales, Australia. 
Miss Grace Lilian Loring, B.A., F.C.A., c/o University” 
Women's Club, 2 Audley Street, South Audley 
Street, London Wr. 


Findings and Decisions of the Disciplinary Committee of the Council of the Institute at hearings held on 
August 4th, 1965. 


А formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Ronald 
Norman May, a fellow of The Institute of Chartered 
Accountants in England and Wales (a) had been guilty 
of acts or defaults discreditable to а member of the 
Institute within the meaning of clause 21 (3) of the 
Supplemental Royal Charter in that a final order 
of sequestration was granted against him by the 
High Court, Salisbury, Rhodesia, on November 26th, 
1964; (b) had failed to pay the subscription payable by 
him under Clause ir of the Supplemental Royal 
Charter and bye-law 41 in respect of the year 1965 
for four months after the same had become due so 
a8 to render himself liable to exclusion or suspension 
from membership of the Institute. 'The Committee 
found that the formal complaint against Mr Ronald 
Norman May, F.c.a., had been proved under both 
headings and the committee ordered that Mr Ronald 
Norman May, r.c.4&, of North Wing, 4th Floor, 
Chancellor House, Jameson Avenue, Salisbury, C.I., 


Rhodesia, be excluded from membership of the 
Institute. 


А formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Stanley 
lMargolis, an associate of The Institute of Chartered 
Accountants in England and Wales (a) was by an Order 
dated May 2oth, 1965, adjudicated bankrupt; and (b) 
had failed to pay the subscription payable by him 
under Clause 11 of the Supplemental Royal Charter 
end bye-law 41 in respect of the year 1965 for four 
months after the same had become due so as to render 
himself liable to exclusion or suspension from member- 
ship of the Institute. The committee found that the 
formal complaint against Mr Stanley Margolis, A.C.A., 
had been proved under both headings and the com- 
mittee ordered that Mr Stanley Margolis, A.C.A., of 14 
Queen Victoria Street, London EC4, be excluded 
from membership of the Institute. 


LL.B., кол. 
е ’ 
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A formal complaint was preferred by the Investigat-on 
Committee of the Council of the Institute to the Disco- 
linary Committee of the Council that Leonard Coh a, 
an associate of The Institute of Chartered Accoust- 
ants in England and Wales was at the General Sessn 
held at the Central Criminal Court in the Old Baiey 
on January sth, 1965, convicted on indictment n 
that (1) being clerk or servant to a limited compeny 
stole £200 from it; (2) similarly stole £165 from xt; 
(3) similarly stole 330 from it; (4) similarly stale 
£310 from it; (5) similarly stole £200 from it; 5) 
similarly stole £269 19s 7d from it; (7) similarly stale 
£329 19s 8d from it; (8) fraudulently converted to тїз 
own use and benefit £2 155 8d being part of the proceeds 
of a een entrusted to him by the said limited 
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company for a certain purpose; (9) similarly converted 
£42 45 6d similarly entrusted to him; (то) similarly 
converted £103 riis 2d similarly entrusted to him and 
was ordered to be imprisoned twelve months (con- 
current) in respect of each of the first to seventh 
offences and imprisoned twelve months (concurrent) 
in respect of each other offence: — consecutive sentences 
making two years’ imprisonment in all so as to render 
himself liable to exclusion or suspension from mem- 
bership of the Institute. Тће committee found that 
the formal complaint against Mr Leonard Cohen, 
A.C.A., had been proved and the committee ordered 
that Mr Leonard Cohen, A.C.A., of тт Parsons Crescent, 
Edgware, Middlesex, be exchided from membership 
of the Institute. 


FINDINGS AND DECISIONS OF THE APPEAL COMMITTEE 


Findings and Decisions of the Appeal Commztztee of the Council of the Institute at hearings held on 
Septen-mer roth, 1965. 


The Appeal Committee heard an appeal against the 


X Finding and Decision of the Disciplinary Commitee 


‘of the Council of the Institute upon a formal com- 
plaint preferred by the Investigation Committee of 
the Council to the Disciplinary Committee that a 
member of the Institute had failed to pay the stb- 
scription payable by him under Clause rr of the 
Supplemental Royal Charter and bye-law 41 сп 
respect of the year 1965 for four months after fhe 
same had become due во as to render himself liable 
under Clause 21 (7) of the Supplemental Кота! 
Charter to be excluded from membership ог to 5e 
suspended for a period not exceeding two years from 
membership. The committee affirmed the Findhg 
of the Disciplinary Committee that the formal com- 
plaint had been proved and the committee affirmed 
the Decision of the Disciplinary Committee that 
: unless a remittance of £1 1s the subject of the formal 


P complaint be received on or before August 31st, 1905, 


E 


the said member be excluded from membership >f 
the Institute or, if the said remittance be received =n 
or before August 318, 1965, that the said member be 
reprimanded; and that in the latter event there existed 


special circumstances which justified the omission of 
the name of the member from the publication of the 
Finding and Decision. The remittance of £1 15 was 
received before the specified date and the Decision 
that the said member be reprimanded therefore 
became effective. 

'The Appeal Committee hezrd an appeal against the 
Decision of the Disciplinary Committee of the Council 
of the Ins-itute upon a formal complaint preferred 
by the Investigation Committze of the Council to the 
Disciplinary Committee that Cavid William Scotchmer 
a member pf the Institute had failed to pay the sub- 
scription payable by him under Clause 11 of the 
Supplemental Royal Charte: and bye-law 41 in 
respect of the year 1965 for four months after the same 
had become due so as to render himself liable under 
Clause 21 (7) of the Supplemental Royal Charter to be' 
excluded from membership о: to be suspended for a 


period not exceeding two years from membership. The 


committee affirmed the Decision of the Disciplinary 
Committee that Mr David William  Scotchmer, 
A..A.4.,, of Р.О. Box 30153, Nairobi, Kenya, be 
excluded from membership of the Institute. 


MEMBERS’ LIBRARY 


The Librarian reports that among the books and paters acquired by the Institute in recent weeks by purchase and 
gifts ae the following: 


Accounting and Analytical Methods; by Б. Miattessi«a. 
Homewood, Illinois. 1964. (К. D. Irwin, „67 6d) 

The City in the World Economy; by W. M "lake. 19-5. 
(Institute of Economic Affairs, 427 


The Corporation Тах. (Institute е Chartered Accountane. ), 


1965. (LOA, тоз.) 

Effective Use of Statistics in Accounting and Визіпесз: 
illustrative cases; by J. B. O'Hara and R. C. Clellard. 
New York. 1964. (Holt, Rinehart & Winston, 325.) 

Exploring 1970: some numerical results: a programme or 
gw ed. by R. Stone. 1965. (University of Cambrid зе, 
215 

Final Report of the committee of inquiry under the Rt Нел. 
Lord Devlin into certain matters conce: the part 
transport industry. Cmnd 2734. (Ministry of Labour) 
1965. (H.M.S.O., 1os.) 

Industrial Organization: Тћеогу and Practice; by Jen 

p хыны Н 1965. ie ae 355) ae 
veatment Decision in Industry; by right. 19 +4. 
(Chapman & Hall, 28s.) 


A Practical Guide to Network Planning; by К. M. Smith. 
1965. (B.I.M., 25s.) 

Public Sectar Pensions; by С. Rhodes. 1965. (George Allen 
& Unwin, 425.) 

Read Well end Remember: a gu de to efficient reading; by 
О. Webster. 1965. (Hutchinson, 205.) 

Simulation of the Firm through a Budget Computer Pro- 
gram; by В. Mattessich. Homewood, Illinois. 1964. 
(R. D. Irwin, 202.) 

Spicer & Pegler's Practical Book-keeping and Commercial 

E. E. Spicer, Р.С.А., and E. C. Pegler, 
С.А.: 12th edn by W. W. Bigg, во. Н. A. К. J. 
Wilson, F.C.4., and А. E. Langton, F.C.A. 1965. (EL E.L., 
presented. 265.) 

Summary of Acts governing Azsessment of Income and 
Property in D (Foreningen af Statsautoriserede 
Revisorer.) Copenhagen. 1965. (F. a. S.R., presented.) 

The Taxation of Capital Gains. (Institute of Chartered 
Accountants.) 1965. (I.C.A., тә.) 
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PRIZE-GIVING CEREMONY 


The President presented prizes and certificates of 
merit to successful candidates in the May examinations 
at a ceremony held in Saddlers’ Hall on October 6th. 
In the course of his address, Mr McNeil said: ‘It 
is traditional on these occasions to say to those 
articled clerks who have been successful at the Inter- 
mediate examination that this is the first hurdle and 
that we hope that they will do well in the Final 
examination, and to welcome all those who have passed 
the Final examination and to say that we are glad to 
see them as members of the Institute. 

‘As а profession we are very largely reporters of past 
events, or we have been up to now, and it is 
extremely important that we should be reporters and 
true reporters of past events. The tendency in industry 
today, however, is not to know so much what has 
happened in the past, important though that may be 
from the point of view of an investor, but to know what 
is going to happen in the future. This development is 
in management accountancy and it is the trend of the 
present time. It is the way in which this Institute is at 
present developing and it is the way in which we 
believe that a vast number of members will obtain a 
great deal of satisfaction both in practice and industry. 

“When we consider the examinations which you have 
taken we are often asked whether they serve any 
useful purpose. 'l'here,is no doubt at all in my mind 
that they do so. They are the only way in which we can 
test the capacity of our students to hold the qualifica- 
tion which we hope will be of value in due time, and of 
course they are setting the standard of what we expect 
members of the profession to know. In examination 
papers we have constantly in mind the change in 
circumstances of the business world and the necessity 


The President giving his address at the presentation of pri 


of preparing our students to obtain an informed body 
of opinion in relation to it. To some*extent I might say 
that i} is like the mile race, regarded by many as the 
king of all athletic events. I need not tell you that it 
was only a short time ago that the four minute mile 
was achieved. Today the times which are achieved by 
our leading milers are almost out of this world and 
those who are behind the leaders would in many 
instances only a mere ten years ago have been winners 
of the race. There has been a break-through in this way 
and it is the sort of thing which is happening in our 
profession. The candidates who obtain honours today 
are vastly more qualified from a technical point of view 
than they were ten years ago and those who would 
have been in the forefront of our examinations at that 
time may be only ‘safé passes’ today. This is the 
pattern which we see and which we want to encourage. 

‘I would say that anyone who obtains honours in 


~ 


our examinations does so as the result of hard training, 


and hard application to his studies. I very much doubt/^ 


whether anyone who does not work can obtain out- 
standing success. Many of you who are here today, as 
parents, as fiancées or as friends, must know the very 
hard work which has been put into the passing of these 
examinations by those who you will see receiving their 
prizes at this table. We know that this means excep- 
tionally hard work on their part. Аз someone who has 
read more examination scripts than he cares to 
remember, I would be inclined to think that there must 
be a spark of genius before a man obtains honours 
in our examinations. He has got that little something 
that others have not got, and it is to those who have 
obtained honours in these examinations that we look 
to provide the leadership in due time.’ 


ғ 
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in Seddlers' Hell. The picture also shows зр 10 


Mr C. А. Еуап-Јопев, M.B.E., Secretary of the Institute; Mr J. Godfrey, M.A., F.C.4., member of the Council; Sir 
Benson, С.В.Е., F.C.A., Vice-President; Mr W.L. Barrows, лер, F.C.A., Past President, and Mr J. A. Jackson, Е.С.А., member 
о uncil. 
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London Chartered Accountant Students' 
| Annual Meeting 


T annual general meeting of The Ghartered 
Accountant Students’ Society of London was 
held in the Hall of the Chartered Insurance Institute on 
October 5th. Sir Harold Gillett, Bt, M.C., F.C.A., was 
in the chair in place of Mr Ernest F. G. Whinney, М.А., 
F.C.A., the President of the Society, who was prevented 
by illness from а 'The of the 
Committee, Miss Eirwen А. Hattley, was also unable 
to be present because of illness. 

'The meeting approved the Committee's report and 
accounts for the year to April 3oth, 1965. In seconding 
the motion, Mr Clive A. Parritt, Vice-Chairman of the 
Committee, referred to the difficulties in planning the 
activities of the Society caused by the long wait for 
the decisions of the District Society on the provision of 
"funds to meet the deficits of the past two years. The 
‘recommendations had still not been received. 

Nevertheless, he was glad to be able to report that 
the recent Oxford course had been over-subscribed, 
that the autumn introductory courses were flourishing 
with enrolments substantially more than last year, and 
that the new form of the Society's programme as an 
insert with the magazine had been welcomed. The 
Committee hoped to make the Monday evening lectures 
more attractive by increasing the meetings in which 
the audience would take an active part and by arranging 
better lectures, though perhaps fewer in number. 


The meeting then approved two alterations of the 
rules proposed on behalf of the Committee, one to 
provide a place on the Committee for the editor of the 
magazine, end the other to give express power to borrow. 


Election of Officers 


Mr Ernest F. G. Whinney was re-elected President 
of the Society for 1965-66 with the thanks of the 
meeting for his active help in past years and good 
wishes for his speedy recovery. 

The three retiring vice-presidents, Mr Douglas A. 
Clarke, LLB., к.С.А., Mr George R. Freeman, с.в.к., 
E.C.A, and Sir Thomas Robson, М.В.Е., М.А., F.C.A., 
were re-elected with appreciation of their support 
and encouragement over many past years 

"The following officers were re-elected for 1005 15 
with the Society's thanks: Hon. Treasurer, Mr W. K. 
Wells, B.A., F.C.A., Hon. Auditors, Mr Н. О. H. 
Coulson, Е.С.А., and Mr К. С. Leach, С.В.Е., F.C.A. 

'The election for Committee vacancies gave places 
to the following candidates: Mr P. М. Duffell, a.c.a., 
Miss E. А. Нашеу, Mr R. A. Lee, Mr A. H. K. 
Littlemore, Mr P. G. Morris, Mr C. А. Parritt, 
Mr P. D. Wild and Mr D. R. Williams. 

The meeting closed with a special vote of thanks to Sir 
Harold Gillett for undertaking to preside at short notice. 





MrClive Parritt, Vice-Chairman ofthe Соке ааг for Miss Eirwen Hattley, Chairman, who was unwell, ad терена 
hartered Insurance 


the annual general ае 


Institufe. On Mr Parritt's right is the Chairman of the 


tt, Bt, M.C, F.C.A., a Vice-President of the Society, who Черин for the President, Mr 


meeting Sn a Harold Gi 
Ernest Е. С. Whinney, M.A., F.C.A., who also was unwell. On the Mu iih cf the picture is 
member of the Commit 


Peter M. Duffell, a.c.a., а 
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‘New Tax Consolidation Act Overdue’ 


Says President of The Institute of Taxation 


It was high time there was another tax consolidation 
Act and serious thought should also be given by the 


Government to consolidation of the legislation relating’ 


to estate duty said Mr Frederick Bidston, F.A.C.C.A., 
F.C.1.8., F.T.1.1., President of The Institute of Taxation, 
at the Savoy Hotel, London, on Monday. 

Speaking at a dinner attended by some three 
hundred and fifty members of the Institute and their 
guests, he also asked: 

"With high taxation. as it is, plus the impact of the 
capital gains tax, is it not time that serious thought was 
given to the scale and ratio of estate duty, and in particular 
the limits placed on gifts inter vivos? 


Mr Bidston pointed out that the last tax consolida- 
tion Act was in 1952, since which time Britain had 
seen enormous changes. He suggested that another 
Act was overdue — particularly in the light of this 
year's Finance Act. | 

He realized that his suggestions, if adopted, would 
mean а great deal of work in Government circles 
but, he commented: 

“Т do not think any Government — whatever their label – 
is justified in putting off, indefinitely, essentials, as in fact 
they аге, on account of the volume of work they might 
cause.’ А 


Institute's History 


Referring to the Institute's background, Mr Bidston 


said: ‘A group of gentlemen got together late in 1930 
and formed the Institute of Taxation’. Three of the 
five founder members were still alive. In 1934, the 
Institute became an incorporated body. Although it 
was а young organization whose examination standards 
had always been fairly high, it had nevertheless ad- 
mitted to its ranks people who had passed the final 
examinations of other learned bodies, provided they 
had sufficient practical experience. 

It had, however, always been the aim of the Institute 
finally to close its doors and admit only those who had 
passed its own examinations. This ambition was at last 
realized on December 3185, 1964. 

In a further reference to examinations, Mr Bidston 
said that among the overseas candidates for the 
Institute's examinations there was an appalling 
percentage of failures, and he commented: 


‘If I am right that many of the newly-formed countries 
have to some extent modelled their taxation systems on 


ours, then these countries should make sure their students · 


have adequate facilities at their call and reserve.’ 


Work of the Council 


The President said he sometimes wondered whether the 
average member really appreciated the time, care and 
attention given to Institute affairs by members of the 
Council who travelled to meetings, sometimes at con- 
siderable personal inconvenience. И 


‘In this Institute of ours we have a Council who mainly 
consist of individualists but nevertheless they form a 
first-class team’, said Mr Bidston. 

‘The history of any organized body is worth some 
analysed thought, and sometimes at the end of a fairly 
long road one looks back and says ‘Is it worth while?" I 
think I am speaking for all of my colleagues on the Council 
"hen Í say that without any doubt as far as we are con- 
cerned, it has indeed been worth while. 


Mr Bidston was replying to a toast to the Institute 
proposed by Mr A. К: У. Wetherell, Chief Overseas 
Manager of Martin's Bank Ltd, who said that although 
Overseas visitors sometimes mistrusted industrial 


relations in Britain, he believed that there was a 75 


smaller percentage of strikes in Britain than in any 
other industrialized country. 

Scientific invention still progressed in Britain, Һе 
said, and ‘in the arts, in literature and in painting, 
Britain is not without its heroes. Let us not forget our 
heritage’. 


Chief Secretary's Comments 


Among the guests were: the Rt Hon. John Diamond, 
P.C., M.P., F.C.A., Chief Secretary to the Treasury, and 
Mrs Diamond; the Rt Hon. Reginald Maudling, P.C., 
M.P., and Mrs Maudling; and Sir Alexander Johnston, 
Chairman of the Board of Inland Revenue, and Lady 
Johnston. _ 

Replying to the toast of “The Guests’ proposed by 
Mr Halmer Hudson, F.c.a., F.T.I.1., Mr Diamond said. 
that Mr Bidston had spoken somewhat pointedly 
about the question of another consolidation Act in 
connection with tax legislation. 


‘I can say this is something which is under review 
at the moment, though my personal view is that it is wiser 
to let things settle down a little; but this is a matter which 
is being considered.' 


On corporation tax, Mr Diamond said that he 
realized it would mean complexities in the tax world 
during its transitional period, but he said that he 
thought the lasting effect was more important. It was 
vital that the application of company taxation should 
be understandable to every managing director, and this 
was what corporation tax set out to achieve. He thought 
corporation tax would be socially useful. Of its effect 
on the business man, he said: 


“I think it can be claimed that not only will it simplify 
his affairs but it will give him great encouragement ~ І 
hope very great encouragement to expand and develop 
his business. It is no part of corporation tax to encourage 
people to have idle money stuck in a sort of money box. 

‘It is the Government's hope and wish that every 
entrepreneur who is running a corporation will feel en- 
coureged to expand and export if ће possibly can, and to 
save imports if he possibly can; but to expand his business, 
and be more and more success. 

*We hope that in this way Britain will get well ahead and 
if you like, right ahead.’ 


X 
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Every rational doubt about computers scattered 


Like no other computer before it, this new I.C.T. 
machine provides full-scale computing at а 
cost every business can afford. It mests and 
destroys the doubts that Managements often 
have about computers. (Doubt-destroying 
facts: the 1901 needs no expensive special room; 
no extensive staff training; and really is low- 
priced.) It does in fact bring full-scale, long- 


term computing bang within the reach o£ 


thousands—yes, thousands—of organisations 
who have been hesitating to take the computer 
plunge. Here are the special benefits it offers. 


1. Inonly4 days your staff can learn how to use the 1302. ` 


2. Only minimum air filtration is needed ; no expensive 
false flooring, total air-conditioning, etc. 


3. The 1901 has new push-in (cassette-loaded) mag- 
netic tape decks! Simple to use and low-priced. 


4. It has proven reliable circuit packages. (Used 
throughout the 1900 Series.) 


by NEW 1.C.T. 1901! 


5. The 1901 isa sound long-term investment. It has full 
program and data compatibility with the rest of the 
1900 Series, and uses I.O.T. Standard Interface. This 
means that your initial capital outlay is protected. (Ask 
us to prove to you how this is 301) 


Check up on the new 1901! 

Ifyou’re hesitating about buying acomputer—LO.T. 
say just this. We know it’s 3 serious decision. That 
it needs hard facts. And cool appraisals. We will 
gladly provide all the facts about the remarkable 
1901, and help you in any ether way we can, Why 
not as a first step ask for a brochure—or for some- 
one who can interpret your problem in terms of a 
computer to come and discuss the matter with you. 


Ps 


International Computers 
and Tabulators Limited 





LCT. Bales Headquarters, Bridge House, Putney Bridge, London EWG. Tel. RENown 3:322 


І.С.Т. has taken the risk out of choosing a computer 
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Neville Industrial Securities Limited 


provides a complete service for 





Placings, Offers for Sale and Rights Issues, 
Reconstructions and Mergers, 
Investment Management. 


Neville’s advice on all these matters is freely 
. available and strictly confidential. 


А quarterly list showing the progress of all flotations 
sponsored by Neville is available on application. 


Neville House, 42-46 Hagley Road, Birmingham 16 
Telephone EDGbaston 5431-6. Telegrams: Trustnevil Birmingham 
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STOCKTAKING 


Orridge & Co Ltd _ together with its Subsidiary Company 
Orridge (Valuers) Ltd Established 1846 

‚ Over 300 Stocktakers available for Valuations in all parts of the Country. 

HEAD OFFICE: 184 STRAND, WC2. Temple Bar 9212/3 & 6340 – QUALIFIED VALUERS. 
Members oi of ihe Leading Professional Bodies 


Single businesses and multiple firms would be wise to have their stock independently 
valued. We already carry out Stocktaking at well over 3,000 establishments per annum 

„апа our connections are rapidly increasing. Reasonable terms. nd sum including 
реше or ad valorem basis plus expenses. | 


Branch Addresses: visioni 2. Midland 6547 4 
14 Chapel Street, 1 3. ДЕН ape 7323. 517 Christoren 8 S Road Box be, Bournemouth 35832 
9 Albion Street, Leeds 33084 шшш: ы Sheffied 10. 32507 


Please write in the first instance, after which we will arrange (ог a pur to call placing you 
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Taxation Cases 


Full reports of the cases summarized in these columns 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases’. 


Newlin v. Woods 
In the High Court of Justice (Chancery Division) 
July 21st, 1965 
(Before Mr Justice Cross) 
Income tax — Emp — Expenses — Railway ата 
laxi fares — Hotel expenses — Expenses at home — 
Expenses of trip abroad – Cost of record-player — Other 
sums — Whether agreement made with Inspector — 
‘Whether these sums deductible — Income Tax Act, 
1952, Schedule E, section 156, Schedule 9, ратартађћ 7 


7 Finance Act, 1956, section то, Schedule 2, paragraph 2. 
KA The appellant, the taxpayer, was employed as 


` ‘managing director by two companies. The registered 


offices of the companies were at the taxpaver's 


private address between 1956 and 1959, after which 
they were in Birmingham. The taxpayer claimed to be 
entitled to deduct the railway and taxi fares involved 
in travelling between his home and Birmingham where 
the business was carried on, and in travelling to other 
places. The second category comprised the expenses 
of maintaining an office to deal with the companies' 
affairs at his home. In 1955, on the advice of Lis 
doctor, the appellant went to South America aud 
visited the companies! agents in that part of the 
world. The appellant also claimed to be entitled to 


~ ‚ deduct the cost of a record-player and records or. the 
ground that by this means he was stimulated to work 


· „ better. Finally sums of between £300 and £400 a 


year were paid by the company to the appelant, 
and he claimed to be entitled to deduct these sums as 
expenses of his employment. 

The office expenses at home were calculated by 
taking a proportion of an amount representing the 
sum for which the house and contents were insured, 
and adding percentages of the cost of fuel, electricity, 
rates, gas, water charges and handymen’s wages. Te 
sums of тоо, £300 and £400 a year were estimated 
by the appellant from the published figures of pubic 
investment companies and from his own experience. 
- The respondent allowed a quarter of the railwey, 
taxi and hotel expenses, [26 for the office expenses at 
home, but he disallowed the other three items. Tae 
General Commissioners allowed 50 per cent of tae 
railway, taxi and hotel expenses, £126 for the cffice 
expenses at home and they disallowed the other three 


nly items. 


Assessments were made on the appellant for 
1950-51 to 1959-60, and the amount of income tax 
and surtax on these assessments was £602. There was 
also unassessable tax for 1940-41 to 1950-51 tc the 
extent of about £1,773, and interest was £808. In 
the High Court the appellant contended that the 
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Inspector had agreed that if the £602 was paid the 
claim for the £1,773 and interest, and also the 
question of the sums of £300 to £400 a year, would 
be dropped. The appellant aso claimed in the High 
Court that he did not receive a fair hearing before 
the General Commissioners, and he contended that 
the stated case should be recast. 

Held: (1) those preliminary objections could not 
succeed, (2) the decision of the General Commis- 
sioners should be affirmed. А cross-appeal by the 
Crown in respect of the railway, taxi and hotel 
expenses and in respect of th» trip to South America 
was dismissed. 

George Drexler Ofrex Foundation v. СТЕ. 
In the High Court of Justice (Chancery Division) 


July 23rd, 1955 
(Before Mr Justice Cross) 


Charity — Foundation — Award to student — Study at 


` commercial institution — Adcancement of commercial 


education and relief of povert= among persons formerly 
employed iw commerce от thet relations — Founder to 
direct trustees as to recipients — Directors of company 
having power to direct sum žo be applied to sick or 
disabled former employees o? company — Power to 
accumulate — Whether income of foundation exempt as 
income of charity — Income Tax Act, 1952, section 
447 (1) (b). ^ . 

In 1959 the principal shereholder in a company 
executed a trust deed estiblishing "Ihe George 
Drexler Ofrex Foundation’, and he transferred 
£10,684 ordinary shares of £- each in the company to 
the three trustees of the soundation. In October 
1959, the company made a bonus issue of a further 
5,342 shares to the foundaticn. 

By clause 1 of the deed the trustees were to apply 
the income of the foundatioa 

'for charitable purposes in connection with the 

advancement of education and the relief of poverty 

in manner hereinafter appearing’. 
By clause 2 the trustees wer2 directed to provide an 
award to enable а student whe had passed the final 
examination of a body provid ng a general commercial 
education of high standard, for the purpose of 
enabling the student to travel abroad to acquire 
practical experience in cemmercial and selling 
methods. By clause 3 the surplus income in any 


- year was to be applied for charitable purposes con- 


nected with the advancement of commercial education 
or the relief of poverty among such persons formerly 
employed in commerce and their dependants as the 
founder might from time to trme direct, and in default 
of a direction as the trustees should think fit. There 
was power for the board of directors of the сора 
Ofrex Ltd, to direct the trustees to apply up to £ 
per cent of the surplus income of the foundation ` 
‘for the relief of poverty or need . . . amongst persons 
formerly employed by Ofrex Ltd or by any company 
of which Ofrex shall hold ог shall at any time have 
held no: less than one-quarter of the issued share 
capital’ МУ ; 
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or their dependants, or for the advancement of 
education among persons for the time being or 
formerly employed by the company. The board of 
Ofrex Ltd had power to direct to whom this per- 
centage of the income was to go. 
By clause 4 the trustees were authorized to 
accumulate the income, subject as aforesaid, and 
to apply the income for any purpose connected with 
higher commercial education which may have been 
- directed by the founder under clause 3. By clause 9 
the trustees were authorized to substitute some other 
provision in the place of any provision in the deed, 
as to which they were advised that it was invalid. 
During the period from March oth, 1958, to 

March 3186, 1962, the income of the foundation 
was £3,379. Out of the income about £130 was 
spent in administration expenses, and about £1,233 
was applied in making these grants: (i) £206 to the 
widow of an employee of Ofrex Ltd, (й) a sum to 
the National Children's Home and Orphanage, 
(iii) £630 to the Institute of Marketing and Sales 
Management for the purpose ог an award under 
clause 2 of the deed, (iv) four sums to employees of 
the company to help them in the general education 
of their children. The balance of income over the 
period was about £2,215, and was accumulated by 
investing it in preference shares in Ofrex Ltd, and 
the income of those shares was itself accumulated. 
During the accounting period from April 1st, 1962, 
to March 31st, 1963, the income of the foundation 
was £981 irs rod, and out of that income grants 
were made to five employees of Ofrex Ltd to help 
towards the education of their children and £315 
was paid to the Institute of Marketing and Sales 
Management for the purpose of a clause 2 award. 
The grants to the employees towards the education 
of their children were made by the trustees as a 
result of letters received by two of them from the 
third trustee, who was a director of Ofrex Ltd, but 
. in his capacity as trustee. 

It was contended on behalf of the foundation that 
its income was that of a trust established for chari- 
table purposes only. It was contended on behalf of 
the Revenue that the income of the foundation was 
not applied to charitable purposes only. Тће Special 
Commissioners held that the trust for relief ot poverty 
was invalid as a charitable trust because the class of 
potential beneficiaries was a private class, namely, 
that of children of émployees о: ex-employees of 
Ofrex Ltd; and that therefore relief under section 
447 (1) (6) was not available. 

Held: (1) provision in clause 3 to the effect that the 
board of directors of Ofrex Ltd were to direct the 
trustees to apply up to бо per cent of the surplus 
income for the relief of poverty or need among 
ex-employees was invalid becauss it infringed the 
rules against perpetuities, in that it could operate as 
long as there was a board of directors of Ofrex Ltd, 
and because the trusts to take effect under the direction 
were themselves not limited to the perpetuity period ; 
(2) that otherwise the foundation was a charity. 
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B.P. Australia Ltd v. Australian Commissioner 
of Taxation 


In the Privy Council — July 27th, 1965 


(Before Lond Rem, Lord Morris or BORTH-Y-GEST, _ 


Lord Pearce, Lord Џрјонм and Гога WILBERFORCE) 
Oil company — Exclusivity agreement — Payment to 
filling station ownér for agreement to deal exclusively 
in specified brands of petrol — Sum fixed by reference 
to gallonage but not exclusively — Whether sum paid 
deductible by oil company — Income Tax and Sccial 
Services Contribution Assessment Асі, 1936—1052, 
section 51. 

In 1951 one of the oil companies operating in 
Australia announced that it had decided to confine 
its trade to filling stations which were prepared to 
sell only that company's motor spirit. By that time 
the company in question had been promised the 
co-operation of a. number of filling station pro- 
prietors. This announcement made it imperative for 


ЈА 


other oil companies to take similar steps. The € 


appellant company joined with three other oil 
companies to secure filling stations where their 
products might in common be resold to the public; 
and in pursuance of this arrangement the appellant 
agreed to pay a ‘development allowance’ as part of 
the consideration for the undertaking by the pro- 
ps of the service station to deal exclusively in the 
rands of motor spirit approved by the appellant for 
a specified number of years. The gallonage factor was 
a matter for consideration in deciding what sum 
should be the maximum amount paid in a particular 
case, but it was not the determining factor. 
It was contended for the company that the sums 


thus paid were deductible in computing its profits , 


for tax purposes. The development allowances were 
disallowed by the respondent on the grounds (i) 
that the payments were made to secure an arrange- 
ment over a period; (ii) that the appellant secured 
freedom from competition, and is was an 
advantage for the enduring benefit of its trade; iii) 
that the sums paid to the service station proprietors 
were not trade receipts or discounts and were not of a 
revenue character. The disallowance was upheld by 
Mr Justice Taylor, and his judgment was affirmed 
by the Full High Court of Australia by a majority. 
Held: (1) the guiding features to be considered in 
this class of case were (a) the character of the 
advantage sought, ie; how long it would last, the 
uestion of recurrence and the nature of the need for 
e expenditure, (b) the manner in which the advan- 
tage was to be used, (c) the means adopted to obtain 
the advantage; (2) that in the present case the 
advantage sought by the expenditure was to promote 
gales and orders by up-to-date marketing methods, 
and orders were obtainable in the circumstances cnly 
from tied retailers; (3) that the agreements with the 
retailers were part of the appellant company's 
ordinary selling process; (4) that on balance the 
expenditure was of revenue nature and was therefore 
zllowable. a 
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, New Legislation 


Pu Pd 


The date indicates when an Act received the Royal Assent- 


STATUTES 
Chapter 40: Housing (Amendment) (Scotlari) 
Act, 1965 

An Act to increase the limit of the aggregate amount »f 
advances which may be made to the Scottish Spec-al 
Housing Association under proviso (i) to section 18 c) 
of the Housing (Scotland) Act, 1962. 
Price 3d net. August 5th, 19€5. 

Chapter 41: 
Local Government (Scotland) Act, 1947 
(Amendment) Act, 1965 


‘wAn Act to restrict the right to vote conferred on e- 


- officio members of local authorities by the provisions =f 


section 330 of the Local Government (Scotland) Acz, 


1947. 


Price 3d net. August 5th, 196“. 


Chapter 42: 
Public Health (Notification of Births) Act, 1965 


Ап Act to amend the enactments relating to the noti- 
cation of births to medical officers of health. 
Price 3d net. August 5th, 196=. 


Chapter 43: Statutory Orders (Special Procedure) 
Act, 1965 


An Act to amend the Statutory Orders (Special 
,Procedure) Act, 1945, so far as it relates to petitior s 


"P under that Act, and to extend the period for moving:a 


Fesolution to annul an order to which that Act applies 
Price 6d net. August 5th, 1965. 


Chapter 44: Firearms Act, 1965 
An Act to amend the law relating to firearms, imitaticn 
firearms and ammunition; and for connected ригрозе=. 
Price 1s 6d net. August 5th, 196 7. 


Backing of Warrants (Republic с> 
Ireland) Act, x965 
An Act to make fresh provision for the execution in t 
United Kingdom, the Channel Islands and the Isle с? 
Man of warrants of arrest issued in the Republic cf 
Ireland; and to amend sections 27 and 29 of Ње Petty 
Sessions (Ireland) Act, 185r, with respect to th= 
endorsement in Ireland of warrants to which thos 
sections apply. 
Price 1s 6d net. 


Chapter 45: 


August 5th, 196+. 


ae Chapter 46: 
Highlands and Islands Development (Scotland 


Act, 1965 
An Act to make further provision for the economic an 
social development of the Highlands and Islands cf 
Scotland, and for purposes connected therewith. 
Price 13 ба net. August 5th, 1965. 
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Chapter 47: Merchant Shipping Act, 1965 
Ап Act to amend the law relating to the measurement 
of the tonnage of merchant ships and the marking of 
load lines. 
Price 9d nez. August 5th, 1965. 


Chapter 48: Trade Disputes Act, х965 


Ап Act to prevent actions founded on tort, or of repara- 
tion, being brought in respect of certain acts done in 
contemplation or furtherance of trade disputes. 

Price 3d net. August 5th, 1965. 


Chapter 49: Registration of Births, Deaths and 
Marriages (Scotland) Act, 1965 


Ап Act to make new provision as respects the registra- 
tion of births, deaths and marriages in Scotland, and as 
respects the recording of changes of name or surname 
there, and for purposes connected therewith. 

Price 3s net. August 5th, 1965. 


Chapter 50: Monopolies and Mergers Act, 1965 


An Act to make further provision for the constitution 
and proceedings of the Monopolies Commission, for 
the matters dealt with by the Monopolies and Restric- 
tive Practices (Inquiry and Control) Act, 1948, and 
related ma:ters and for preventing or remedying 
mischiefs that may result from mergers of businesses 
or similar transactions, and for purposes connected 
therewith. 

Price 2s 3d net. August 5th, 1965. 


Chapter 51: National Insurance Act, 1965 


An Act to consolidate the National Insurance Acts, 
1946 to 1964, certain provisions made by statutory 
instruments thereunder, and certain related enact- 
ments. 

Price 9s net. August 5th, 1965. 


Chapter 5a: National Insurance (Industrial : 
Injuries) Act, 1965 
Ап Act to consolidate the National Insurance (In- 
dustrial Injuries) Acts, 1946 to 1964, and certain 
related enactments. 
Price 6s net. August 5th, 1965. 
Chapters 53: Family Allowances Act, 1965 
Ап Act to consolidate the Family Allowances Acts, 
1945 to 1962, and certain related enactments. 
Price 1s 6d ret. August 5th, 1965. 


Chapter 54: 
National Health Service Contributions Act, 1965 


Ап Act to consolidate the National Health Service 
Contributiors Acts, 1957 to 1961, and certain related 
enactments. 
Price 1s 3d net. . August 5th, 1965. 
Chapter 55: Statute Law Revision (Consequential 
Repeals) Act, 1965 

An Act to repeal certain enactments in consequence 
of the cominz into force of the National Insurance Act, 
1965, the National Insurance (Industrial Injuries) Act, 
1965, the Family Allowances Act, 1965, and the 
National Health Service Contributions Act, 1965. 
Price 6d net. August 5th, 1965. 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs CRAIG, GARDNER & Co, Chartered Account- 
ants, of Dublin and Belfast, announce that as from 
October ist, 1965, they have admitted to partnership 
Mr Атам P. MOLONY, A.C.A., and Mr WILLIAM 
BRUCE LYSTER, A.C.A., who have been members of their 
staff in Dublin for some years. 

Messrs GREENHALGH SHARP & Co, Chartered 
Accountants, of Manchester, announce that Mr Т. 
HATTON, А.С.А., who has been a member of the staff 
for some years has been admitted into the partnership. 
'The firm's name is unchanged. 

Messrs HARMOOD-BANNER, CasH, STONE & 
Mounsey, Chartered Accountants, announce that they 
are now practising at 9 Great George Street, Bristol 1, 
in association with Мг R. Н. Lancpon-Davigs, 
D.F.C., F.c.A., who will be the resident partner. Mr 
LawcGDoN-Davrzs will continue tc practise in his own 
name from the same address 

Messrs HanMoop-BaNNER, Casu, STONE & 
Mounssy, Chartered Accountants, and Messrs 
LiNGARD, Witson & Co, Chartered Accountants, 
announce that they have agreed to associate their 
Manchester practices with effect from October rst, 
1965. Both firms will continue to practise in their own 
names and the partners in each will be: Messrs 
J. M. Harrison, К. W. Horton, L. Н. Cuarg, J. E. 
SHARMAN, D. M. FiNLAYSON, J. P. NIGHTINGALE, 
F. D. M. Lowry, А. C. R. THOMPSON, Е. А. SHERRING 
and J. Е. CHAMPION. The two practices will be 
carried on at Arkwright House, Parsonage Gardens, 
Manchester 3, from October arst, 1965, and the 
resident partners will be Messrs F. А. SHERRING and 
J. F. CHAMPION. 

Masses HENDERSON & Co, Chartered Accountants, 
of з Albemarle Street, London Wr, announce with 
regret the death of Mr W. J. Ѕорев, ¥.c.a. The practice 
is being continued under the same name and at the 
same address by Mr С. PROSSER, F.C.A. 

Messrs Lever Bros & Co, Chartered Accountants, 
announce that from October ist, 1965, they have 
admitted into partnership Mr STANLEY SERKIN, A.C.A., 
who has been associated with the firm since he com- 
menced articles with them. 

SHARP, Parsons, ''ALLoN & Co, Chartered 
Accountants, of Suffolk House, g Laurence Pountney 
Hill London EC4, announce that Мг BERNARD 
HENRY CHANDLER, A.C.A., was admitted into partner- 
ship as from October 1st, 1965. 


Appointments 


Mr William Cyril Coleman, F.c.a., a director of 
Bulmer & Lumb Ltd, has been appointed to the board 


of Bulmer & Lumb (Holdings) Ltd ‘as financial director. 

Mr T. B. Loxley, B.COM., А.С.А., has been appointed 
secretary of Wellworthy Ltd, succeeding Mr E. A. 
Marsh, F.c.a., the present director and secretary, who 
will remain an executive director with certain adminis- 
trative responsibilities. 

Mr Derek N. Rosling, F.c.a., executive director of 
Hanson Industrial Trust Ltd and Hanson Transport 
Group Ltd, has been elected to the boards of all the 
subsidiary companies in Wiles Group Ltd. 

Mr C. F. Schooling, F.c.a., has been appointed 
managing director of Bass, Mitchells & Butlers 
(South East) Ltd. 

Mr C. P. Shaw, 4.4.C.C.A., has been appointed group 
accountant of Fitch Lovell Ltd. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES x 


Incorporated Accountant Members 


At the special meeting of members of The Institute 
of Chartered Accountants in England and Wales 
held on September 23rd, Resolution No. 4 relating to a 
change in the designation of incorporated accountant 
members was approved by more than the requisite 
majority. It is understood that, if the alterations to the 
Royal Charters and By-laws are allowed by the 
Privy Council, forms will be sent to all incorporated 
accountant members of the Institute for completion 
if they wish to apply to become fellows or associates 
as appropriate. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN IRELAND ' 


President's Dinner ie 


‘The President of the Institute of Chartered Accountants 
in Ireland, Dr Howard W. Robinson, PH.D., F.C.A., gave 
a dinner party on October 4th at Jammets "Restaurant, 
Dublin. The guests were: The Minister for Agriculture 
and Fisheries, Mr C. J. Haughey, F.c.a.. Mr M. M. 
Connor, A.C.A, Mr Rickard Deasy, President, the 
National Farmers’ Association, Mr Douglas Gageby, 
Editor, The Irish Times, Mr R. Ian Morrison, Е.С.А., 
the Deputy Governor, the Bank of Ireland, Mr E. A. 
McGuire, President, the Federated Union of 
Employers. 


INQUIRY INTO THE WHOLESALE TRADES 


A large scale statisticel inquiry covering the wholesale ^ 
trades will be undertaken in 1966 in respect of business 
done in 1965, as part of the annual inquiry into the 
distributive and service trades. 

Information will be obtained” from businesses 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SWI 


Telephone Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 
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engaged in wholesale distribution, and dealing (wrok- 
sale or retail) in coal, builders’ materials, grain and 
agriculturalsupplies, industrial materials and machine-y 
regarding stocks, capital expenditure, turnover, man- 


ps power and transport costs. 


fw 


~ и 






The inquiry will provide information about the 
demands made on resources for capital expenditure 
and stock building. Short term changes are measured 
by using returns made voluntarily each montk or 
quarter by some firms, but many cannot provide 
information so frequently and this inquiry is teken 
each year to cover a broader range of businesses. The 
inquiry to be taken in 1966 will be more detailed then 
the normal inquiry since additional questions wil be 
asked in order to provide information about consumer 
expenditure, manpower and transport costs. Fur-her 
information about the inquiry, including detaile of 
questions to be asked, may be obtained by writing or 
telephoning to the Board of Trade, Census Ofics, 
Lime Grove, Eastcote, Ruislip, Middlesex. (PINner 


8771 Ext. 227.) 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


The first evening meeting of the 1965—66 session of 
the London and District Society of Chartered Accoun-- 
ants will take place next Thursday at Church Hoa3se, 
Westminster, London SW: (not at the Little Ship 
Club as stated in the Society’s programme) at 6 рти. 
Mr J. S. Heaton, в.с.А., will speak on ‘Corporation tax’, 
and admission is by ticket only. 

In our notice last week of the Society’s luncheon 
meeting on November 17th, the guest speaker wes 
incorrectly given as Rt Hon. Lord Shepherd. Ths 
should, of course, have read Rt Hon. Lord Sherfisld. 


NORTH LONDON DISCUSSION GROUP 


'The North London Discussion Group of Chartered 
Accountants meets on the third Wednesday of езсл 
month from October to May at the Russell Hcte., 
Russell Square, London WCz1, at 6 for 6.30 p.m. 

At the next meeting on Wednesday, October 2ctk, 
members will be invited to submit for discussion 
problems arising out of their work. Chartered account- 
ants who are not already members will be welccms 
and should contact the Chairman of the Group, Mr 
Stanley Dent, F.c.a., 40 New Oxford Street, Wor 
Telephone Chancery 2211. 


NORTHERN SOCIETY OF 
CHARTERED ACCOUNTANTS 
'The next monthly luncheon meeting of the Northern 


Society of Chartered Accountants will take place next. 


Monday at the County Hotel, Neville Street, Newcastle 
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upon Tyne. The speaker (will be Mr F. 5. Gale, 
Chief Constable of Newcastle upon Tyne, who will 
talk on ‘Modern police methods’. 

The Societys annual dinner will be held on 
November iith at the Mayfair ballroom, Newgate 
Street, Newcastle upon Tyne. 

On December 3rd, at the Mayfair Hotel, the Society 
is to hold a full day lecture course which will have 
as its theme "Ihe Finance Act, 1965’. Lectures on 
“The corpcration tax’ and “The capital gains tax’ will 
be given by Mr K. S. Carmichael, F.c.a. A specialist 
panel is being formed and those attending the course 
will have an opportunity of addressing questions to 
the panel after each lecture. 

Further particulars regarding the activities of the 
Society are obtainable from the honorary secretary, 
Mr G. Whitehead, A.C.A., c/o Messrs Gardner & Со, 
5 Portland Terrace, Jesmond, Newcastle upon Tyne 2. 


TEES-SIDE CHARTERED ACCOUNTANTS’ 
MEETING 


‘The corporation tax’ will be the subject of an 
address to be given by Mr J. З. Heaton, F.c.a., at the 
next meeting of the Tees-side Society of Chartered 
Accountants on October 27tb, at 5.30 for 6 p.m. at 
the Billingham Arras Hotel, Tees-side. At the same 
venue, the group's annual dinner will take рн оп 
November 19th, at 7 for 7.30 p.m. 


SOUTH AFRICAN AND RHODESIAN 
CHARTERED ACCOUMTANTS' GROUP 


The United Kingdom Group of South African 
and Rhodesian Chartered Accountants holds a 
dinner meeting twice a year in London to enable 
members to gather for informal discussion. The next 
meeting will take place on Friday, October 29th, at 
6.30 p.m. at the Royal Air Force Officers’ Club, ` 
128 Piccadilly, London №1. The guest of honour will 
be Mr W. S. Yeowart, London Director of the South 
Africa Foundation. All South African and Rhodesian, 
chartered accountants, particularly those newly 
arrived in the U.K., are invited to attend and are 
requested to contact the весге-агу, Mr К. J. Benson, 
Р.С.А., С.А.(В.А.), 21 Langstone Road, Havant, Hamp- 
shire, telephone Havant 3837, or Mr G. J. Hill, 
C.A.(8.A.), A.2.W.A., A.T.ILL, 11 Earley Street, Cavendish 
Square, London W1, telephone Langham 6474. 


INSTITUTE OF INTERNAL AUDITORS 
Formation of South Wales Chapter 


The inaugural meeting of a South Wales Chapter of 
the Institute of Internal Auditors will be held at the 
Royal Hotel, Cardiff, at he AA зо p.m. on Wednesday, 
November roth. This will be the seventh chapter in 
the United Kingdom of the Irstitute, which has now 
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a total world-wide membership of over six thousand. 

'The director resident in the United Kingdom, Mr 
J. О. Davies, F.c.a., A.c.w.a., Chief Internal Auditor of 
the National Coal Board, will take the chair and an 
invitation is extended to all interested in internal 
auditing in the area to attend. Тће Regional Vice- 
President, Mr R. H. Pitchford, А.А.С.С.А,, also hopes to 
attend the meeting. 

The Institute, which celebrates its silver jubilee 
next year, is the outgrowth of the belief on the part 
of internal auditors that an organization was needed to 
develop the professional status of internal auditing and 
that a medium should be provided for interchange of 
ideas and information among those engaged in its 
practice. 


BETTER ANNUAL REPORTS 


The stock-market as well as shareholders expect annual 
reports and accounts to provide more information than 
in the past. What information must be given and how 
can it best be presented? What additional information 
do companies now provide. 

These matters will be discussed at a one-day 
conference of company executives concerned with the 
presentation of annual reports and accounts to be 
held in Manchester on October 26th and in London on’ 
November 4th. 'T'he conference, which is intended for 
directors, company secretaries, chief accountants and 
those concerned with the lay-out and presentation of 
reports will be fully documented and will include a 
survey of company reports which have won the The 
Accountant Annual Awards. Further particulars re- 
garding the conference are obtainable from Manage- 
ment Courses Ltd, Albany Courtyard, Piccadilly, 
London Wi. 


THE ASSOCIATION OF 
LECTURERS IN ACCOUNTANCY. 


At the one-day conference on ‘Accountancy in the 
1960s’, to be held by The Association of Lecturers 
in Accountancy at Slough College on October 3oth 
(announced in our issue of September 3oth) Mr 
К. J. W. Stubbings, B.COM., F.C.A., H.M.L, of the 
Department of Education and Science, will lead a 
discussion on ‘Necessary changes in the training 
of accountants’ at which a panel including members 
of The Institute of Chartered Accountants in England 
and Wales, 'T'he Association of Certified and Corporate 
Accountants, and 'lhe Institute of Cost and Works 


Accountants will take part. In addition, there will be ` 


an address on ‘Review of accountancy educational 
problems’, by Mr E. C. D. Evans, в.8с.(ЕСОМ.), 
Р.А.С.С.А., ACIS, A.M.B.LM., and on ‘Aids to 
accountancy teaching, by Mr N. Paine, F.c.a., 


lecturer in accountancy, Balham and Tooting College 
of Commerce, and by Mr С. S. Hardern, B.A.(ECON.), 
LL.B., 


A.C.W.A., head of department of business 
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studies, Wolverhampton Technical Teachers Training 
College. 


THE LEEDS, BRADFORD AND DISTRICT - 
SOCIETY OF CHARTERED ACCOUNTANTS i 


Torrents of rain up to mid-day did not stop forty-two 
enthusiasta from turning up for the Society’s annual 
golf meeting at Ganton Golf Club on October 2nd. 
They were rewarded with a fine afternoon and only 
two holes were out of play because of the conditions. 

The Blackburn Cup, played off handicap, was won 
by Mr J. G. Stead, of Leeds, with a score of 35 points 
(Stableford) and the Holliday Cup for the best gross 
ваља MeN J. A. Smith, of Leeds, with 


“The leading scores were as follows (over sixteen 


holes): 
Blackburn Cup Points 
poen (r4) s T€ i "m 35 
G. P. Marsden (т. ) 33 
W. J. А. Smith (3) 29 ' 
W. F. Outhwaite (15) a8 - 
D. F. Barron (13) 28 
Holliday Cup Gross 
W. J. A. Smith is 72 
J. А. B. Corscadden 77 
S.Jones .. 78 
L. Thornber 58 
W. С. Harker 79 


The players were pleased to receive a visit during 
the afternoon from the President of the Society, Mr 
Richard Wainwright, who presented the trophies to 
the winners. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


Lecture Meeting 


Mr К. S. Allen, B.A., Barrister-at-law, partner in ~ 
charge of research at Messrs J. & A. Scrimgeour, a firní 
of stockbrokers, will deliver a lecture entitled “The 
factors which govern quoted share prices’, at 5.30 p.m. 
on Monday next, October 18th, at The Little Ship 
Club, Bell Wharf Lane, Cannon Street, London EC4. 


Whole-day Visit 


‘The Taverners’ have organized a whole-day visit to 
ап oil refinery next Thursday, October 2181. 


THE ACCOUNTANTS’ CHRISTIAN FELLOWSHIP 


Specially for accountancy students, David Frost and 
Billy Graham will be Face to Face in a film to be shown 
at 7 p.m. on Monday next, October 18th, at The 
Waverley Hotel, Southampton Row, London WCr. 
At 6.30 p.m., before the film, there will be a buffet 
supper (charge 5s) and afterwards a discussion. All 
students and their friends will be welcome. 
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Fixing Fees 


HE remuneration of accountants never becomes a burning 
national issue spread across the newspaper headlines as 
does tnat of, say, dozkers or doctors. This may be because 
accountants are naturally reticent not only about their clients’ 


affairs but also about their own and are, therefore, doubly so when 


it comes to fees which concern both parties. Apart from scales 
of fees laxi down by the Treasury for work undertaken for 
Government departments or under the Fr.endly Societies Acts 
(which, in any case, are too low) the accourtant is not protected 
by prescribed charging rates as are, among others, solicitors and 
surveyors. His fees for ordinary work are usually calculated on the 
basis of th» aumber of hours spert multiplied by an hourly rate 
which he considers sufficient to cover direct salaries, overheads and 
a modest szice of profit. This, at lezst, is the -heory but in practice 
severe competition, on occzsion from sources not subject to pro- 
fessional -ules of conduct, and sometimes objections from 
parsimonicus or unsuccessful clients, may make him reduce his 
fees to levels hopelessly uneconomic. 

Two years ago, the Ccuncil of The Irstitute of Chartered 
Accountancs in England and Wales made a commendable attempt 
to ascertaim the financial position of such members when it con- 
ducted its practitioner survey. Now it suggests a number of 
remedies in No. 7 of its Practice Administration Booklets, just 
published, entitled Toward: Better Feest. Th2 author is Mr Davip 
STEELE, F.C.^., who considers, in the words of the PRESIDENT OF 
THE INSTITUTE in his foreword, the many factors which enter into 
the determination of a јез fair both to the client and to the 
accountant. 

One of these is the convention of fixing -еез ‘too slavishly by 
reference to the time factor’. Mr STEELE be'ieves that the client, 
if he has a job to be done of special importamce and value, should 
be prepared to pay a fee which reflects the amount of abnormal 
skill, knowledge and research required fo- its completion. In 
ordinary cicumstances, however, with a no-mal working year of 
1,400—1,502 лошз, a daily charging rate of Ст per cent of salary 
for employzes with a correspondingly higher rate for practitioners’ 
time should prove reasonably remunerative. This basis has the 
approval o: the Council of the Institute. Іс is one to which all: 
practitioners at present working on lower levels should certainly 
aspire. 

1 Available from. the offices of the Institute, 56/66 Goswell Road, London ECz. 
Price 55 post free. 
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Surtax Apportionments — I 


HE provisions in section 77 of the Finance 

Act, 1965, about shortfalls in the dis- 

tributions made by close companies are 
confined to standard rate income tax chargeable 
on the company under Schedule F. Тћеу enlarge 
the decision to levy income tax after 1965-66 
on company distributions, ол top of the cor- 
poration tax levied on the company profits. 
Section 78 introduces, as from April 1966, a 
new system of apportionment of a close com- 
pany's income for surtax purposes as well. 

The existing provisions fo- surtax directions 
and apportionments are contained in sections 
245—264. of the Income Тах Act, 1952, and it is 
well to note at the outset that a great many 
(but not all) of these provisions are repealed as 
respects 1966-67 and subsequent years. What 
remains is retained for the purpose of supple- 
menting the new framework laid down by 
sections 77 and 78 of the 1965 Act. Of the 
repealed sections, sections 245 and 247 are 
perhaps most significant; they provided for 
surtax directions and appeals against them. This 
emphasizes that what remains of the 1952 
legislation is concerned with apportionments of 
a company's income. The question of what 
a company's needs of retention of profit are is 
decided under section 77, on the lines which we 
have already reviewed. However, in the case of 
a company which is not a trading company it is 
possible for a surtax apportionment to be made 
without there having been any shortfall in distribu- 
tions. If such a company, although not a ‘trading 
company', does have estate or trading income, 
then the question of its business needs might not 
arise until the Inland Revenue proceed to make 
apportionments of its income. We discussed in our 
issue of October gth the meaning of 'trading 
company’. 

Section 78 (1) gives the Inland Revenue (not 
the Inspector) power to apportion a close 
company’s ‘income’ for any accounting period 
among the participators. It is not mandatory 
on the Inland Revenue to make any such appor- 
tionment, but one can expect them to do so up 
to the limits laid down later in the section. 


Nevertheless, until an apportionment is made, 
a participator need not include the company’s 
income in his surtax return, even though there 
has been a shortfall assessment on the company. 
The extensive meaning of ‘participator’ was 
reviewed in our issue of July 3rd last. Although 
for the purposes of paragraph g of Schedule 11 
(defining ‘distributions’) it includes an associate 
of a participator, it does not include an associate 
for the purposes of section 78. Consequently 
the Inland Revenue cannot apportion income to 
an associate, however tempting his high rate o 
surtax may be to them. There is provision for * 
sub-apportionments through one or more close 
companies; provision which avoids the verbiage 
of section 254 of the 1952 Act, which it replaces. 
Section 78 (1) closes with the words 
'on any such apportionment section 249 of the 
Income Tax Act, 1952, as adapted by this section, 
shall apply as it applied on an apportionment 
of a company's income under Chapter III of 
Part ПІ of that Act’. | : 
The first question is whether these words are 
apt to cover a sub-apportionment, as the drafts- 
man so confidently assumes. The second question <~ 
is "What are the adaptations of section 2497 
For this we must go to section 78 (7) which says 
that that section applies subject to four 'modi- 
fications', as follows: 


(а) for ‘member’ in section 249 substitute 
‘participator’; 

(b) ignore section 249 (2) (c); income appor- 
tioned to a person is to be deemed to be 
received by him at the end of the period; 

(c) amounts actually distributed to the person 
are not to be deducted from the apportioned 
amount; 

(d) subsequent distributions are not exempted 
(see section 249 (5)) from subsequent sur- 


tax unless the distributionsinthesubsequent ,. 
accounting period exceed the then required-4 . 


standard. Even then only a fraction of tbe 
amount to which the person is entitled 
escapes. The fraction is the proportion 
borne by the excess distributions (over the 
required standard) to the total distributions. 
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. Modifications (c) and (d) arise from the fect 
that whereas section 249 originally dealt with 
тоо per cent apportionments, section 78 provides 
for apportionments which in general will зе 
much less than 160 per cent, i.e. apportionments of 
such an amount as will bring the actual @-5- 
tributions up to the required standard as definad 
in section 77. 

Аз to the maximum amount apportionable, 
it is simpler to begin with section 78 (4) and 
work backwards. Section 78 (4), being subject 
to section 78 (3), in effect deals only with a 
trading company. It prohibits any apportion- 
ment unless a section 77 shortfall assessment Las 
actually been made on the company, and fixes 
the apportionment at the amount of that assess- 
ment. It follows that although the Inland Revenue 


GK have a discretion whether to make an apportion- 


ment or not; if they do make an apportionment it 
must extend to the full amount of the shortfall 
assessment, 

Section 78 (4) is subject to subsections (2) aad 
(3). Subsection (2) deals with ‘annual payments’ 
which have been deducted in arriving at the 
distributable income and which, in the case of an 
individual, would not have been deductible or 


` would have been treated as his income for 


surtax purposes. Such annual payments are to be 
added to the income to be apportioned for surtax 


ыг purposes. To that extent, the restriction to the 


section 77 shortfall assessment, in favour of a 
trading company, is cut down; the disallowed 
annual payments are added to the section 77 
assessment in order to arrive at the amount to 
be apportioned. 

Now a company cannot in any case obtain a 
deduction, for corporation tax purposes, of an 
annual payment unless 

(i) it is not charged to capital; and 
(ii) it is ultimately borne by the company; ard 
(ili) it is either (а) made under a liability 
incurred for valuable and sufficient con- 
sideration or (b) a covenanted donation to 
charity under what is usually known as a 
seven-year covenant (section 52). 


~~ Does section 78 (2) confine itself to covenanted 


donations within (iii) (b) (which of course do rot 
qualify for surtax purposes) or does it also extend 
to annual payments made for valuable and 
sufficient consideration? If the former, why cid 
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not secticn 77 (2) just say so? If the latter, how 
can payments made for full consideration be 
caught as a settlement? 

Section 78 (3) is confinec in terms to a company 
which is not a trading company. It permits the 
Inland Revenue to арроглоп the whole of the 
required standard (not merely the shortfall) 
together with the annual payments to be brought 
in under section 77 (2). They may do this even 
where there has been no chortfall, and therefore 
no section 77 assessment This is because the 
actual distributions (which prevent or limit a 
shortfall) may have been made to persons who 
were neicher participators nor their associates. 
See in this connection Schedule 11, paragraph 
9 (4) However, the subsection directs the 
Revenue to make 'such reduction (if any) as 
may be just in respect of distributions made for 
the period to persons other than participators and 
associates of participators’. One can only specu- 
late what wrangles will arise from this provision. 
By way of afterthought, a proviso to section 78 (3) 


reduces the required stamdard by the amount 


which could not be distributed without offending 
the restrictions imposed >y M referred to in 
section 77 (4). 

Suppose now that.the Jnland Revenue have 
apportioned a non-trading company's income up 
to the amount of its required standard without 
regard to distributions actually made to partici- 
pators and their associates and possibly also 
without regard to distribucions actually made to 
persons who are neither participators nor asso- 
ciates. This could well mean not only the sur- 
taxing of the same income twice, but also levying 
the double tax on the same individual. However, 
section 78 (3) must be reed subject to the first 
part of section 78 (6). 

An individual participetor in a non-trading 
company is not to pay surtex under the apportion- 
ment (or sub-apportionment) on more than the 
excess of his apportioned amount over the dis- 
tributions of the period which in any case have 
to be included in his total -ncome for surtax. 

'The second part of section 78 (6), which was : 
inserted at the Report stage, is not confined to 
section 78 (3) apportionments. It prohibits the 
charging of an individua. apportioned sum to 
surtax unless it is at least either {100 ог 5 pes cent 
of the total amounts apportioned. 

(To be concluded.) 
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Budgets — Help or Hindrance? 


by JOHN ARGENTI, M.A. 


HE purpose of a costing system is well 

known — it is, broadly, to allow executives 

to be continuously informed about the 
level of activity and efficiency throughout the 
area of the company for which they are respons- 
ible. The purpose of a budget is also well estab- 
lished — it is, broadly, to provide a yardstick 
against which executives can compare their costs. 
It is not the purpose of this discussion to deny 
that budgets do provide such a yardstick; it is its 
purpose to suggest that they provide the wrong 
one. 

Before going any farther it is necessary to 
define two words: ‘forecast’ and ‘target’, which 
many people use as though they were synony- 
mous. They are not. A ‘forecast’ is what someone 
expects will happen; whereas a ‘target’ is what 
someone wants to happen. One may expect it to 
rain without wanting it to and one may want the 
sun to shine without expecting it to. 

The distinction between these two meanings 
is worth illustrating: suppose a company has 
determined upon a profit target of {10 million 
for 1968; this is not a forecast, it is a target. The 
forecast may be very different; let us say that on 
the basis of present knowledge and present plans 
the forecast of profits for this company in 1968 is 
£8 million. It is immediately obvious that this 
company’s target is not the same thing as its 
forecast and it is also obvious that its present 
plans are not sufficient, for there is a ‘profit gap’ 
of £2 million for 1968. This digression into 
targets and forecasts could well end with two 
questions: Is a budget a target or a forecast? and 
Does it matter which it is? 

Let us consider how a budget is prepared and 
the use to which it is put. Some months before 
the start of the new financial year, the company’s 
chief accountant invites all departments to reveal 
their hopes and fears for the following year. The 
sales department usually begins the process with 
an estimate of how much they will sell, the 
movement they expect in selling prices, promotion 
costs and so on. Then the production department 
is asked to state how much it will cost to manu- 
facture this sales volume, what overtime will be 
necessary, the electricity and fuel costs, and so on. 


The buying department then predicts the move- 


The author is Head. of Planning Co-ordination in the 
corporate planning department of a large chemical company. 


ment in raw material prices and so on in great 
profusion. 

If any department is in doubt as to how any 
factor will behave next year, they tell the accounts 
department to take the same figures as for the 
year before. All these aspirations are costed out 
by the accounts department and, shortly before 
the financial year is due to begin, the final figures 
are available to the board from which the direc- 
tors can see what the revenue costs and profit are 
expected to be for the following year. 

Let us now return to the question posed above – 
Is а budget a forecast or a target? Quite clearly 
from the description of how it is prepared, a 
budget is a forecast. It represents what the various 
departments expect to happen. In fact, it may not 
even be a very good forecast, for most sales depart- 
ments will slightly underestimate the sales volume 
they expect to achieve to give themselves some 
margin for failure, and in the same way will most 
production departments underestimate the effect 
of any improvements thev hope to put into action. 
A budget, then, is a forecast and is usually a 
somewhat conservative one. 


Use of the Budget 


Now how is a budget used? It is used as a 
yardstick against which an executive can compare .. 
the progress of his department during the finan- 
cial year. If, in the event, sales are above, or costs 
are below, the budget level, everyone is delighted ; 
they behave as though things have turned out as 
they wanted. In other words, the budget is being 
treated as though it was a target. Thus the budget 
13 prepared as if it was a forecast but it 18 used as 
if it was a target. This is nonsense — and it can be 
dangerous nonsense. The danger lurks here: 
First: the fact that the budget is usually based 
on conservative estimates means that although 
the executives may strive to bring about a result 
that is better than the budget, if they do not 
succeed in this there is no feeling of failure — 
quite the reverse, hats are thrown in the air when 
the budget is achieved. And yet all that they have 
achieved is a rather conservative aim or, perhaps 
worse, have equalled their last year's performance 
built into the budget, it will be remembered, when 
the accountants were asked to take the same figure 
as the year before in the absence of any better 
forecast. - ; 


N 


~ 
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Profit target гог Hypothetics Ltd 


1964 1965 1966 1967 1968 1959 1970 
£100,000 £110,000 £120,000 £132,000 £145,000 £160,000 £176,000 
(Actual) А 


Second: quite* apart from this conservatism, 
there is another factor which because it is nct 


widely appreciated i is the more serious. If a budget 


is drawn up in the way described above it does по 
more than reflect the level of attainment that the 
company's executives think they will be able to 
achieve, but whether these expectations are 
excellent or execrable they go into the budget just 
the same, for a budget is not a vehicle for passing 
judgements on the. adequacy of these expecta- 
tions. 

Third: if, during the year, things are not going 
as expected, the level of attainment called for in 
the original budget is revised and the original is 

Ow conveniently forgotten. 

Fourth: the budget is often submitted to the 
board so near to the start of the financial year 
to which it refers that in some companies the 
board is unable or unwilling to reject it, even if 
it shows an inadequate level of profits. Even if it 
is rejected it is often too late to do anything -o 
improve profits for that year other than make 
panic cuts which in the long run may do mo-e 
harm than good. 

The conclusion reached, then, is that a budget 
is prepared as though it was a forecast but used 
as though it was a target. Since a forecast is what 
one expects to happen and a target is what one 

РА wants to happen, there are dangers in using any 
"forecast as a target. In particular a budget reflects 
the rate at which good ideas are being put into 
action by the company's executives; this may је 
at an acceptable rate — in which case no harm is 
done if this budget is accepted as a target; ог 
it may be at a rate that is downright poor — and 
in this case the acceptance of this budget must 
be harmful. 


Genuine Target 
What is required in the place of a budget is a 
genuine target. This will indicate, not the rate at 
which ideas are being put into action, but the гаје 
at which ideas will have to be put into action to 
achieve the target. What is being suggested here is 
quite simply that budgets can provide the wrong 


ER. yardstick against which the company's perform- -- 


ance is judged and that budgets should therefore 


Profit forecast for Hypothetics Ltd 


1967 
. £105,000 


1964 -. 1965 1966 
£100,000 . £110,000 . £110,000 
(Actual) ; 


be abandoned in favour óf a system of targets. 
Budgets are built up from each employee's acts 
of initiative into a profit forecast. What is needed 
is precisely the opposite, a target split down to the 
effort required by each employee. Since they can 
be stated in terms of percentage improvements 
each year for an indefinite number of years ahead, 
targets can be set at any time of tbe year — there 
is.no need to wait until near the start of the next 
financial year. 


Profit Target First 


The profit target must always be the first one 
to be determined and it is the most difficult, the 
most important and the most debatable, "put, 
having set it, much else follows in a logical 
sequence. 'T'o set a profit target one needs to know 
how successful the compary wishes to be — does 
it merely wish to do as wel as it has been doing, 
or as well as the average for the industry or a little 
better than the average for all industries? Or 
better than that? This is essentially a matter for 
each company to decide for itself. It probably 
does not matter a great deal which of the many 
methods of measuring ‘profit’ is used so long as 
the company has made up its mind where it 
wishes to come in the race and which race it 
wishes to enter, although i- must be said that the 
discounted cash flow to shareholders method is 
probably the most elegant. A profit target will look 
something like the example at the top of the page. 

It goes without saying that no one expects 
Hypothetics Ltd to hit each year's target precisely 
each year; it is the overall trend — and they have 
chosen a 10 per cent per annum growth in profits 
— that is important. It is also important to set a 
return on capital target апі again the discounted 
cash flow method is probably the most elegant. 

Having set its profit target this company will 
attempt to forecast what wall happen to its profits 
over the next few years on the assumption that no 
action is taken other than that to which it is 
already committed. Due to costs rising at 4 per 
cent per annum in line with inflation, selling 
prices falling due to competition, and so on, 
Hypothetics foresee the:zr. profits moving as 
shown in the forecast belcw. 


1969 
£95,000 


1970 
£90,000 


1968 
£100,000 
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Hypothetic's Profit Gap 
1965 1966 1957 1968 1969 1970 
Target 1110,000 £120,000 £132,000 £145,000 £160,000 £176,000 
Forecast 110,000 110,000 105,000 100,000 95,000 90,000 
Profit gap — - £10,000 £27,000 ` £45,000 £65,000 . £86,000 





It was to be expected that the plans already 
prepared by Hypothetics Ltd would result in an 
improvement in profits for 1965 but, by 1967 the 
effects of these plans would die away to the 
detriment of their profits. The next step is an 
obvious one; to compare the target with the 
forecast in order to calculate the size of the ‘profit 
gap' (illustrated above). 

From this the task facing the company is 
clearly spelt out year by year. Again, the next step 
is obvious; it is to ask how this profit gap can be 
closed. 


Costs and Revenue 


There are two main areas to be considered — 
costs and revenue. Taking costs first, it is obvious 
that the rise in costs of 4 per cent per annum 
suffered by Hypothetics Ltd is seriously eroding 
their profitability. At first sight this can simply 
be put down to inflation, but if productivity could 
be improved by 4 per cent per annum then the 
effect of inflation would be held at bay. ' 

This, of course, is the main message being 
hammered home to both sides of industry by the 
Government but its implications have possibly 
not yet been fully realized. It means that if wages 
are going to continue rising by 4 per cent per 
annum, then to hold labour costs steady a job 
done by 100 men this year must be done 
by 96 next year: it means that if fuel prices are 
rising by 2 per cent per annum then the same 
work must be done by 98 tons of fuel next year 
as was done by one hundred tons this year, and 
so on through the thousand items that go into a 
business. | 

Now this suggests some challenging targets 
for the executives of Hypothetics to get their teeth 
into. The work study man can be told precisely 
what is expected of him — to save four men in a 
hundred each year and every year for as far as the 
eye can see; the company's technical staff must 
improve fuel efficiency by 2 per cent per annum – 


1965 1966 
Profit gap (as above) .. — £10,000 
Cost reduction scheme 10,000 


New profit gap 


===== 


and so on through rnaintenance costs, transport, 
electricity, etc. These are not panic instructions 
to cut costs immediately, but on the contrary must 
be treated as long-te-m campaigns to be carefully 
prepared and steadily carried out by each of the 
company’s experts and executives. Targets should 
also be set for such parameters as quality, service 
to customers, safety and all the other important 
non-cost aspects of business that are normally not 
even considered when the traditional method of 
preparing budgets is used. 

Let us assume that Hypothetics Ltd, having 
set realistic but challenging targets to all its staff, 
find that they can expect to save £10,000 per 
annum when this cost-reducing scheme gets under 
way in 1966. Their profit gap now is shown below. 

From this table, Hypothetics can see that in 
spite of a valiant attack on costs they will still not 
achieve the target they have set themselves. They 
must now examine means of increasing revenue 
by some new venture. Whether they do this by 
expanding their current line of business or by 
diversifying, the mzgnitude of the venture is 
clearly specified for it must be sufficient to close 
the remaining profit gap. Perhaps it is necessary 
to repeat that no one in Hypothetics Ltd expects 


№ 


to achieve precisely the stated target figure each” 


year; it is the trend and the order of magnitude 
that really matter. 

Thus those responsible for planning new 
ventures in Hypothetics Ltd now have a clear 
target in terms of profit and timing — they know 
how long they have in which to make their 
inquiries, do their research, build their plant 
and launch the new venture. Knowing their 
company's cut-off rate for return on capital, they 
wil also know how much capital expenditure 
should be involved. 

The distinction between this process of setting 
targets and the process of preparing budgets 18 
simple but dramatic. In the one case the company 
knows what it wants and sets challenging targets 














1967 1968 1969 1970 
£27,000 #45,00С #65,000 #86,000 

20,000 30,000 40,000 50,000 
£7,000 £15,000 £25,000 £36,000 


~a mental: it is a sim 


4 wags the dog or 
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to its staff as a means of getting it; in the otker, 
the staff tells the company what they think is e 
best they can do and the company may have to 
accept this. The difference in approach is funta- 
le question of whether the -ail 
e other way round. 

Provided that the all-important profit tarzet 
has been pitched at an appropriate level end 
provided the company’s progress towards t-is 
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target is being monitored by a conventional cost- 
ing system, the company will not only know 
where it wants to go but "will also know how far 
it has gone and — a vitally mportant bonus ~ : will 
therefore know what more it needs to do. By 


. measuring progress agains: a budget, however, а 


company knows only how far it has gone — it does 
not know what more needs to be done because 
it does not know where it wants to go. 


The Chartered Accountant | 
in Top Management - Шо 


by JOHN LUNCH, V-R.D., 


` VIL Funds: Cash Flow and- Investment 
си Inflation and cash flow 
EFORE reading this section, please Бок at 
Chart т. Observe the line ‘retail goods and =r- 
vices index’, which roughly measures the vase 
of money, and shows the extent to which the £» ав 
a unit of measurement, has changed. Apart from a 
‘rogue’ period about the time of the First World Var, 
and a few years thereafter (when the index shot up end 
then down again), the line shows a. fairly steady 
inflation trend from 1900 to date at the average rate 
of about 22 per cent per annum. The best long-te-m 
estimate that I can make for the future is that inflaton 
will continue at some 24-3} per cent per annum. 
Inflation rates are, of course, always expressed 
compound. 

. 115. Here then we have something that shoc!d 
fairly dominate the thoughts of the financial manager 
~ and, for that matter, most other people – if it des 
not already doso. ^ 


116. In section II, I referred to cash flow as the 
measure of viability, and said that the cash flow mast 
be at least equal to replacement cost depreciation “or 
the business to be viable. Obviously this minirxal 
cash flow must grow with inflation, and the increaezd 
replacement cost depreciation that is calculated зв 
prices rise gives the measure of the increase needed 
in the cash flow. 


117. Incidentally, since replacement cost deprec-a- 
tion is so helpful in assessing the adequacy of c=h 
flow, is it not time that the practice became gene-al 
of stating with the annual accounts (at any rate ir a 
supplementary statement) how the balance sheet aad 
profit and loss account would appear if the asset 
figures and depreciation were adjusted to curremt 
^ prices? I do not preach here what I do not practice, 
for in the P.L.A.’s annual report and accounts Or 
the last three years we have inserted such a supp=- 
The concluding part of a paper presented at the Cambricre 
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mentary statement, showing replacement cost ac- 
counting, and that statement has been referred to in 
the auditars’ report. The figures are up-dated each 
year, of course, but very little work is involved once 
the system is ‘established, We do the расан 
cost accounting on the сотр ќї. 


118. The cash flow is the life-blood of the business 
and.must be jealously guarded and protected. Are 
there still businesses which let out assets for long 
periods at fixed rentals — and live with a cash flow 
that, thanks to inflation, is ever reducing? It ів 
becoming more and more ивла for price adjustment 
clauses to be inserted in long leases, and other long- 
term contracts. One form that is being increasingly 
used is annual adjustment linked to the retail: price 
index. If one side is not to lose unduly, and the other 
gain correspondingly, it is necessary. to make the 
adjustment at short intervals. e.g. one or two years. 
A way of getting over the difficulty if the tenant 
insists on a fixed rental for, say, twenty years, is to 
uplift the ordinary rental to dlow for inflation. Thus 
one may be willing to accept z rent of £25,000.a year, 
with annual retail price index adjustment, or a flat 
rent of £33,000 a year throughout the twenty years – 
the latter being the equivalent, allowing for 3 per 
cent inflation, all receipts ка discounted at 6 per 
cent per annum interest. . 

119. My point is that when ibig contracts are being 
entered into, their form can have a decisive effect on 
the -cash flow, and thus the viability, of a business. 
One wonders whether it should be mandatory for 


-all accounts to show the extent of sizable contracts 


with more than a few years to run, distinguishing 
between tkose with Price. acLustment provision and 
those without. 


Investment of funds generally 

120. Mav I turn now to the handling of the cash flow 
funds, augmented from time -o time by the proceeds 
of new issues and of asset disposals, and particularly 
to investment. I am assuming that there is an efficient 
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system for marshalling the daily flow of funds and 
making the regular payments. This is a nice piece of 
juggling for the treasurer of the business, if he is 
not to have idle funds... . 

121. As funds become surplus, it is свела] to 
judge how long еу Ш remain so. Here the cash 
budget is the tool., Money сап be placed overnight 
with a discount house; put into Treasury Bills for 
two days.or more,, and placed with local authorities 
for periods ranging Кот severi days to several years. 
Alternatively short-dated gilts are available for 
investment for a few years, and a wide range of stock 
exchange investments for longer periods. 


122. In the P.L.A. we are usually handling some 
£25 million of investments, ranging from money- 
market items to long-term investment in gilts and 
equities, and it may be of interest to describe the 
policies and operations. Of.this money, some {10 
million belongs to the three pension funds that come 
under the P.L.A. financial urnbrella, and the balance 
consists of the P.L.A.’s own funds. 


123. Cash flow funds and proceeds of stock issues 
awaiting investment are, these days, placed in 
planned tranches with local authorities; but there are 
special requirements for some funds. Some are kept 
for the redemption in due course of port stock issues, 
some are for the insurance fund (the P.L.A. are to a 
large extent their own insurers), and others are for 
the long-term strengthening of the business. For a 
variety of reasons it is necessary to make many of 
these investments in gilts selected for particular 
maturity dates. Nevertheless we are able to undertake 
normal gilt-switching operations. The new taxation 
position makes this more complicated, but it can 
‘still be done and be profitable, given good investment 
management with the power to make and implement 
quick decisions. 


Pension funds 


124. The pension funds have much greater flexibility 
and are rather more interesting from the investment 
viewpoint. In any pension fund the object must be 
to maximize the yield on the investments in the long 
‘run. Since new pensions are constantly higher in 
money terms, as the result of inflation, and old 
pensions ought to be periodically adjusted for that 
same inflation, it is essential that the investment 
policy be framed to produce an investment income 
that at least keeps pace with inflation. 


125. Will you please look again at Chart 1. Over 
the last sixty-five years, the index of equity invest- 
ments has more than kept pace with inflation; and a 
good investment manager thinks he is not doing 
very well if he only keeps pace with the equity index. 

126. Contrast this with the gilt position as shown 
by the 2} per cent Consols index on Chart 1. Put 
simply, a man who invested a purchasing power of 
тоо in equities in 1900 would now possess a pur- 
chasing power of 144, while the man who put it into 
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24 per cent Consols would only have a purchasing 
power of 7. 

127. Ав you will see, the case for equity investment 
of long-term funds is very great. One may indeed 
wonder why anyone invests in gilts at all unless they  , 
are compelled to. Chart 2 throwa'some light on this, 
for it shows the same indices as Chart r, but not 
smoothed. The oscillations of the equity index are 
apparent, and these dictate, to my mind, the re- 
tention of part of the funds in appropriately dated 
gilts — so that if it is necessary to realize investments 
during an equity slump, this can be done from the 
gilt sector without jeopardizing the equity portfolio. 
Taking all in all, majority opinion amongst those 
best qualified to judge seems to favour at least 5o per 
cent investment in equities, and my. personal view is 
that the normal objective for the normal pension 
fund should be 8o per cent in equities. I hold this 
view despite the Finance Bill. Remember that fixed 
interest stocks offer absolutely no prospect of growth, 
except by short-term tactical operations. There is no « 
place for undated gilts in а pension fund portfolio. 


128. А large equity portfolio cannot effectively be 
managed by part-time attention. When a pension 
fund tops the £1 million mark, it is time to consider 
employing an investment manager. Ideally he should 
be an actuary. Timing is almost as important as the 
selection of investments, as a glance at the oscillations 
of equities and gilts shown on Chart 2 will make 
apparent. Delegated management is rewarding. The 
fund that has a good investments manager empowered 
to take quick action when necessary score 
materially over the fund bound by lengthy com- 
mittee procedures before action can be taken 


129. Unfortunately it was not always dui the 
shortcomings of large-scale investment іп gilts, Жы 
particularly undated gilts, were realized. Equity in- 
vestment was not always respectable. Many funds 
are therefore modernizing their investment policies, 
and trying to make the long fight back from heavy 
deficiency, brought about by well-intentioned but 


misplaced over-investment in gilts. 


130. You may be interested to hear of our experi- 
ence in relation to the Authority's main pension fund 
over the past four years. We have been reorganizing 
a predominantly fixed interest portfolio; some 8o 
per cent of the book value was in gilt-edged, largely 
undated. Now the undated fixed interest proportion 
is only 9 per cent, with a further 37 per cent in long- 
dated gilt-edged securities and industrial debentures, 
while the equity proportion has increased from 18 
per cent to 47 per cent (the present limit under the 
rules being 50 per cent) over the period. The remain- 
ing 7 per cent is invested very short, at the time of 
writing, for tactical market considerations. The yield ~ 
on money invested—a convenient measure of 
stewardship, which ignores book losses and profits 
where investments have been switched — has-been 
raised by 1 per cent from 4 to over 5 per cent. That 
this is still low is due to the outstanding legacy of 
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gilt-edged investment during the low interest ea. 
In contrast, the yield on money invested in t-e 
P.L.A.'s industrial fund, which started only in 19-5, 
has risen by over 14 per cent to 6} per cent in te 


.j вате period of four years. These increased yickd 


figures have very'significant effects on actuaril 


" valuations; already it is estimated that our new 


investment policy and management have reduced tre 
main fund deficiency by over fj million—a very 
pleasing 'profit' for the financial manager. 

131. Our equity purchases have concentrated on 
growth without undue sacrifice of yield, by searchizg 
outside the usual run of ‘blue chips’ for shares whee 
market rating was expected to improve. We haxe, 
perhaps, been a little unusual (for a pension fur) 
in placing a substantial proportion of the new money 
arising in the last two years into overseas equities, 
so that now these account for about то per cent of te 
total value of thé fund. Although initially we accept-i 
a relatively low immediate return on these stocks, 
` «в has been compensated by above-average capial 
‘appreciation and will, we expect, continue to pay =f 
in terms of a high growth rate. Since pension funZs 
are ‘gross’ funds, I do not expect the Finance ЕШ 
provisions to have a significant effect here, unles 
foreign countries increase their withholding taxes, 
which does not seem very likely. Currently, toe 
higher investment dollar premium acts as somethinz 
of a disincentive for portfolio investment in dolEr 
and European stocks. 

132. It may be useful to conclude this section win 
a reference to a simple pension fund investment ruE- 
of-thumb. The annual growth rate (compound) of tae 
dividend, added to the present gross yield, gives сл 
approximation of the true yield. Thus а 4 per cect 
yielder that is growing at 10 per cent a year (14 per 
"cent) is a better long-term investment than a 7 per 
cent yielder that is growing at only 5 per cent a year 
(12 per cent). The only difficulty is to forecast tie 
growth rate correctly! 


VIII. Financial Public Relations 

133. A great deal of the effort and expertise which: I 
have talked about will be wasted, or at least go u2- 
appreciated, if the financial manager is not aware ж 
the importance of public relations. 

134. In the past, accountants generally, perticular- 
I suppose in the practising part of the professio3, 
have tended to shy away from this aspect of manag»- 
ment. Although we have gone a long way towarcs 
general recognition of the value of good риЫ є 
relations in the financial world there is still a gre-- 
deal of misunderstanding and criticism directed 
, against it. The proper use of public relations teck- 
^^ niques as an aid to good financial management is, = 
think, essential in this modern world of mass- 
communication. 

135. What is meant by public relations? Т 
definition given by the Institute of Public Relatiorz 
is as follows: | 
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“The deliberate, planned. and sustained effort to 
establish and maintain mutual understanding 
between an organization and its public.’ 


Practically everything-an organization does has some 
financial eifect upon it and if its actions are not 
explained to, or brought to the notice of, the financial 
world, its shareholders, and is customers, then it is 
likely to sufer unnecessary ard ill-informed criticism 
and will not reap the benefits which in other respects 
it deserves. 


136. You will all recall, tha: only a short while ago 
the Institute became aware that the ‘image’ of the 
professional accountant in the public’s mind was not 
perhaps quite what it should be, hence the publica- 
tion of that successful little booklet See a Chartered 
Accountant. 

137. The image zn organization has in the public's 
mind can play a most important part in its progress 
and development. Images do matter, and, like justice, 
efficient management must be seen to be done. Any 
business organization which rides its light under а 
bushel might just as well have no light at all. 


138. Yes, you may say, this is all very well but 
how does it affect the financial manager? It is not part 
of his job to run the public relations or sales depart- 
ments, so why should he nsed to bother himself 
about ‘images’? 

139. I would like now to d:scuss the various ways 
in which public relations become part of good 
financial management – the razher specialized subject 
of financial public relations. 

140. First of all, it is not clways appreciated that 
the accounting department is in direct contact with 
all an organization's customers and the way in which 
it deals with these customers can have a material 
effect on their future sales >otential. Good, well- 
designed and well-produced forms are essential, for 
if a customer receives unsight у looking invoices and 
statements he will automatically assume that it is 
symptomatic of the whole organization and will rate 
it accordingly. 

141. In the P.L.A. the nnance department is 
responsible for sending out about five million forms 
а year to the public. Obviously the appearance and 
content of these forms can pley an important part in 
conveying the right image of the P.L.A. to their 
customers. 3 

142. The handling and prcduction of the annual 
report and accounts, and for public companies the 
annual general meeting, is most important. It is a 
useful opportunity to present the business attractively 
to its customers, shareholders business connections 
and the Press. In this exercise the man of figures is 
entering the world of art and. if he is wise, he will 
select a good designer, give htm the material to be 
presented with any ideas he may have, and then let 
the designer get on with the job. It goes almost 
without saying that the repor: and accounts should 
be published promptly, # the document is not to 
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give the impression of ancient history and the com- 
pany lacking in enterprise. The future success and 
growth of an organizction may depend to а large 
extent upon its shareLolders, and their support of 
management policy wil be influenced by maintaining 
a good relationship wita them. It is not always just a 
question of increasing the dividend or making a bonus 
issue; shareholders like to know zbout their company, 
they like to feel they have invested wisely in a 
progressive and efficient organization which merits 
their loyalty. 

143. Generally speaking, American companies have 
been quicker to realize this than their U.K. counter- 
parts, but the move towards closer shareholder- 
management relations is gaining momentum in this 
country. І.С.І., for example, issued a booklet recently 
to their shareholders entitled Shopping with 1.СЛ. 
explaining the compans's diverse products and giving 
facts and figures relating to éách one. The De la Rue 
organization have fcr some time been holding 
regional board meetings which shareholders can 
attend to have policy explained to them and to ask 
questions. 

144. As far as the annual general meeting is con- 
cerned two things are important for the convenience 
of shareholders: 

(1) Timing – should it be held in the morning or 

the afternoon ard which day of the week is best? 

(2) Location — where is most convenient for the 

majority of shareholders. Should it be in the 
City, West End, or a provincial centre? 

145. The financial manager may find it worth while 
to carry out a survey of his company's shareholders 
from time to time to determine such things as their 
residence, vocation, size of holdings, etc. А sample 


might be asked to ccmplete a questionnaire to find. 


out what they think of the business, and of its 
financial and divider policies, in which they have 
invested ; how they vizualize their rights and responsi- 
bilities as shareholders; and what information they 
would like about the sompany. 

146. Financial public reletions are important 
where money has to be raised in the market as it is 
very desirable that tre company’s image should ђе а 
good one. There is, of course, nothing like a good 
record in the past and good prospects for the future. 
But the best terms will only be obtained if the 
organization is well known and thought to be well 

d. Issuing ћолвез have been known to decline 
to handle an issue if а company, although financially 
quite sound, is virtually unknown in the City. 

147. The financid manager will know from his 
capital planning wken he will need to go to the 
market for finance vell in advance of the event. Не 
will therefore be wise to ensure that his business, its 
affairs, its objectives, its financial policies and 
achievements, and the quality of its management are 
санау known to “he public. To be able to do this 

will have to gain the understanding and confidence 
of financial Press correspondents. This might be 
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done by holding small informal Press conferences to 
announce new projects, or the year's trading results, 
followed up by tours of the factory or installations. 


148. It is important that journalists should be able 
to have direct access to the financial manager or at | 
least someone who can speak with authority. Тћеу 
naturally resent having to deal with an anonymous 
'spokesman' who must inevitably talk to them in 
restricted and cautious terms since he is not dealing 
with his own subject. Honesty in dealing with the 
Press is the only policy that can succeed over any 
period of time. There are, however, always at least 
two ways of saying the same thing (call it the ‘half 
full — half empty’ theory if you like) and the financial 
manager would be well advised to ensure that what is 
said is put in such a way that his organization is 
fairly represented. 


149. Another aspect of public relations which 
cannot be ignored is the image an organization has in 
the minds of its employees, for they аге a very, 
important part of its public. They will be very 
conscious of what the rest of the world thinks of 
their employers; and their morale, loyalty, and 
indeed efficiency, will be affected accordingly. People 
like to work for a progressive and financially success- 
ful organization. 

150. Publicity regarding price adjustments, both 
increases and decreases, th though unhappily the 
former always seems to predominate, is often another 
responsibility of the financial manager in businesses. 
It is obviously better if the need for price increases is 
explained logically and fairly rather than if a perfunc- 
tory announcement of increases is made. The financial 
manager can speak with considerable authority here 
and will best be able to convey the reasons and^% 


- factors which make an increase inevitable. Everybody 


appreciates thoughtfulness and is more ready to 
accept unwelcome news if it is put to them in the 
right way. 

151. For all these reasons it is essential that the 
financial manager does not neglect his public relations 
functions. His training as an accountant may tend to 
make him cautious about public relations matters but 
this natural reaction must be overcome. The financial 
manager is in the firing line along with his other 
top management colleagues. 


IX. Conclusion 


ње 2. I have, I hope, been able to show you something 
of the rather wide range of business figure skills that 
& chartered accountant in top management must 
draw upon. At the same time I have tried to show | 
how he uses the whole range of his skills for one very.) 
important objective: ever-increasing economic effi- | 


‘ciency. This, I submit, is his real and most worth- 


while contribution to modern society, to the com- 
munity in which we all live. For in enhancing 
economic efficiency, he not only increases the 
financial soundness of his own business, but adds to 
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If you are concerned with transport economics, you will do well to 


consider Contract Depreciation. CD is a t-led and proved system of 
fleét operation that allows you to predict accurafely your total 
transport costs from year to year—you have new vehicles replaced 
regularly eo that there are few unexpected repalr costs and overall 
costa are reduced considerably. 

Advertising-wise, CD assures you the first-class prestige value of 
maintaining a fleet always modern and well kept. 


Other major advantages of CD аге: -- 


€ You get ail the tax reliefs every time Including Investment 
allowances 


€ Tailor-made contracts mean fewer Idle trucks or partloads 


è Consistently good vehicle condition gives your. fleet 
~ higher profit-earning potential with breakdowns virtually 
eliminated 


• Reduced maintenance and repalrs necessitates fewer. 
skilled (and scarce) mechanics and smaller workshop 
accommodation 


ө Contract tenders can be more competitively estimated 


GET ALL THE FACTS" ON CD—send for ‘our brochure 
“Contract Depreciation — the reasons why". 


‘Ask your-secretary to clip the coupon to your letterheading and 
postit — TODAY! : 


CONTRACT DEPRECIATION by 


JS) FORD & SLATER LTD 


1 





PIONEERS OF.THE LEYLAND-APPROVED y 
VEHICLE СОКТВАСТ QPERATING SCHEME У 
—STILL THE MOST ECONOMICAL 


. To: FORD & SLATER LTD. NARBOROUGH ROAD SOUTH, LEICESTER 
. Yes! Please send me your brochure oa Contract Depreciation | 


| Mark for the attention of... 
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ALLIANCE 


RETIREMENT 


PLAN 


If you are an employer 
one of these problems may be yours 


ж You have, as yet, made по proper provision for retire- 
ment benofits for your staff. 


You have made provision for soma pension benefits 
but feel that you should supplement these with cash 
on retirement and some Life Assurance. 


ok You have made satisfactory Pension and Life Assurance 
arrangements for most of your staff but feel that some- — * 
thing extra is required for your key personnel, 


The ALLIANCE RETIREMENT PLAN offers a completely 
fresh approach to these problems. You can obtain. full 
details from your Insurance Broker or you can obtain the 
descriptive booklet by completing the coupon below. 


EA EEE BE, OY SNINU AAA eT RT НЕС CY ТШ КЕЗЕ КЕРБЕ “тј ју“ NEM 
To Alliance Assurance Company 


Limited, 
Life Pensions Department, 


Sun Alliance Building, 
Horsham. à 

Please send me without №2 4 
obligation your booklet entitled 

The ALLIANCE RETIREMENT PLAN 





í———— ————— M e 
ADDRESS. ........ 


ПЕАТ 


sen BLOCK CAPITALS, PLEASE 


AT 2 ненне 
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the wealth of the community and thus to the staclard 
of living of all. 


153. Yet if one looks back over this paper, how 
much of our examinations are dedicated, =ven 
today, to covering the field of knowledge ed? 
Where in his training is the articled clerk tau Белы 
one of his greatest contributions to society is, ог can 
be, increased economic efficiency? Where is he sown 
that there is nobody as suitable as the good acccunt- 
ant to bring together the many business figure sills 
today, and direct and exploit to the best ov=rall 
advantage – but that this also requires adequate 


ACCOUNTANT 


529 


knowledge of economics, statistica and a wide and 
growing range of modern management techniques? 


154. Much has been dcne-— and the Institute of 
Chartered Accountants deserve full credit- by 
modernizing the examination syllabuses, and by the 
introduction of the Cerificate of Management 
Information, the Joint Ciploma in Management 
Accounting Services, computer courses, etc. But is 
this enough? I believe there is more to be done, and 
done quickly. For if the profession of chartered 
accountants do not meet this need of modern society, 
be sure taere are others wh» will. (Concluded.) 





= Weekly Notes 


С.ВІ. ON WAGE AGREEMENTS 


Te new Confederation of British Industry has 
been discussing this week its attitude to wage 
agreements both at national level and on the взор 
floor. At the beginning of this week it seemed likely 
that the C.B.I. would recommend to its 14,000 mcn- 


bers that they should tell the unions whenever Шеге, 


ус ів an agreement reached on а pay increase that Ње 


\ 


matter must be considered by the Department of. 


Economic Affairs before the extra pay can be given. 
This would inevitably cause delay, perhaps a sab- 
stantial one if the Department. of Economic Aff. rs 
referred the matter to the Prices and Incomes Boexd. 
The employers’ associations also are to be reccn- 
mended to tell the Government each time they zæ- 
ceive a pay claim and each time me themselves т: хе 
an offer. 

If the C.B.I.'s proposals go through, it means tzat 
the Department of Economic Affairs and Prices and 
Incomes Board will become directly involved in the 
approval or otherwise of wage increases negotiated 
between the employers and the unions. The T.U.2., 
which has its own troubles aè regards vetting of wege 
claims among the unioris, is niot likely to take усу 
kindly to the C.B.I.'s intentions if they are carried оті. 
The T.U.C. lays great store on checking prze 


. increases. 


There is thus already a sign that the T.U.C. aad 
the C.B.I. have very different views on the vetting of 
price and wage increases. The T.U.C. has alreaty 
made it plain that it lays emphasis on price restraint. 


The С.В.І. seems to be heading for the decision 


where it places prime emphasis on wage restraint. 


CLUBS AND FINANCIAL OVERSIGHT 


T 3 of the Report cf the Chief Registrar of 
Friendly Societies for the year 1964 deals mainly 
with industrial and providert societies but it also has 
something to say about working men’s clubs registered 
under the Friendly Societies Acts. Pages 13 to 16 
ought to be compulsory reading for all persons who 
accept office on the committzes, particularly financial 
committees, of industrial ard provident societies or 


Clubs. The observations om these pages arise out 


of the examination of annuel returis and show how 
the carelessness of committees can encourage 
defalcations by such persons as stewards and cashiers, 
and also make it more difficult to bring home parti- 
cular defalcations to a particular individual, The 
Report reviews instances of defalcations coming to 
light and then devotes over a page to the topic ‘Clubs 
— control and security of cash and stock’, 

The rules of most tered clubs provide for 
adequate and dein pa ecks by finance commit- 
tees, yet in practice it has frequently been 
found thet the committees have met only to be 
briefed on certain aspects of the club’s financial 
affairs and to authorize various payments to creditors. 
To carry out effective checks, it is essential for 
committee members to be conversant with the pro- 
cedures relating to cash and stock control and with 
the method of entry in the records in use. The report 
goes on to point out that ver-fication of cash receipts 
necessitates the actual inspection of all the cash-books 
and subsidiary records mace up to date and the 
checking af the entries recorded in those books and 
records with the relevant vouchers, the banking: 
records and all cash.in hand. 'The report complains 
that finance committees are поё sufficiently strict in 
their supervision, nor prompt enough to carry out 
their control effectively. 

On the special problems cf control of bar takings 
and bar stocks the advice pri in the report is-a 
model. Unhappily most of th» people who run clubs 
of this kind are unlikely to id. such an unattractive 
sounding Cocument as the Eeport of the Registrar 
of Friendly Societies. 

Another piece of advice is that clubs stewards and 
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the like should take advaatage of fidelity bond insur- 
ance, not to mention the installation of modern cash 
registers. The report hints that clubs look upon the 
latter as expensive luxuries; they do not appreciate 
their contribution to the prevention of defalcations 
and the tracking down of unprofitable operations. 


MANAGEMENT CONSULTANTS’ SERVICES 


HE Management Consultants Association, re- 

presenting eleven leiding firms of management 
consultants in the United Kingdom, and employing 
a total of 1,530 consulzants, has just published a 
booklet entitled Membership and Services. Pointing 
out the management consultant's role, it states: 
"T'oday's consultant is concerned with many aspects 
of the task of making more effective use of resources 
employed — people, plant, buildings, material and 
working capital. He is abo concerned with problems 
involving basic organizadon, administration and the 
re-orientation of companies to face the future 
marketing and competitive situations. And more and 
more he is being retained for the full-scale appraisal 
of individual companies and of large groups of 
companies.’ 

The booklet states that by December 31st, 1964, 
member firms of the Association had served 13,011 
clients. The classification of clients in 1964 based on 
the number of employees was as follows: 


Classification by Number 
number of employees of clients 
Under 25 | = 40 
26 to 100 z 201 
IOI to 500 = 639 
501 to 1,000 Ж 333 
1,001 to 5,000 387 
Over 5,000 .. 238 

1,838 


It is stated that a great part of member firms’ 
activities are at boardroom level involving assign- 
ments affecting group orzanization, company manage- 
ment structures, produccion policy, both at home and 
overseas, and improvinz management planning and 
control by operational research and electronic data 
processing. 

An analysis of fee inccme earned in 1964 shows that 
the principal fields in which member firms were 
engaged were as follows: 


Company appraisal snd overall Fels £ 
development .. ; 966,000 
Administration and fiaance 1,977,000 
Production s ` 4,558,000 
: Marketing, selling and distribution 1,213,000 

Management as and perenne 

selection 545,000 
£9,259,000 


* The combined-incorre of the eleven member firms 
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in 1964 was £9,259,090, 1 increase of 17 per cent 
over the previous year. Of this, {2 million was earned 
overseas, an increase of то per cent. > 


SCOTTISH COMPUTER RESEARCH CENTRE 


НЕ Institute of Chartered Accountants of 

Scotland announced on Monday that during 
September meetings and discussions were held with 
senior executives of twenty-four of the larger busi- 
nesses in Scotland who have been using computers 
fcr some years, in connection with the proposed 
Computer Education and Applied Research Centre in 
Scotland. This number represents about one-third 
of the current number of installations in Scotland and 
the companies visited were representative of all 
fields of industrial and commercial activity in 
Scotland. 

Many helpful commente were received and the 
general level of interest in and enthusiasm for the 
proposed centre has encouraged the Feasibility Study 
Team to explore more widely the support which 
would be forthcoming in Scotland for a centre. This 
is being done by a letter signed by Sir John Toothill, 
C.B.E., F.C.W.A., F.R.S.E.,, and Mr Robert Browning, 
С.В.Е., М.А., LL.B. С.А., President of the Scottish 
Institute, addressed to the chairmen of leading 
Scottish companies inviting them to study a brief 
statement of the aims of the proposed centre and 
asking them to complete a short questionnaire. 

In all, about five hundred businesses in Scotland 
are being asked to study these proposals and indicate 
the degree of practical and financial support which 
they would lend to the proposed centre. This number 
includes all known business users of computers. 


Although the emphasis of the present investigation . 


is one of fact-finding to ascertain the reactions of 
business and commercial interests to present pro- 
posals, plans are also being made to meet represen- 
tatives of the Scottish universities, of computer 
manufacturers and of local authorities in Scotland. . 


SHIPBUILDING UPS AND DOWNS 


To were reports over the week-end that 
German shipyards are about to place orders 
worth £2 million with United Kingdom manufac- 
turers of marine equipment. These orders fulfil part 
of the United Kingdom/German agreement on 
support costs under which Germany will spend about 
£60 million in the United Kingdom on civil and de- 


fence orders. Last Saturday a representative from 


Blohm & Voss, one of the four yards concerned, said 
that negotiations were nearing completion on {1 
million of auxiliary equipment for ships and that the 
full £2 million of orders should be finally negotiated 
by the middle of November. 
This announcement takes 


place against a fairly 
sombre background in the P British shipbuilding 
industry. Recent poor trading results by one of the. 
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most efficient shipbuilding yards in the country was 
followed last week by the news that Fairfield ©лїр- 
building & Engineering Co, a major shipbuixding 
concern with 3,000 employees, has had a recsiver 
appointed. This has been done in arrangement with 
the Bank of Scofland which holds a floating charge 
on the concern. Fairfields said that the step has сееп 
taken to protect the operations of the company and 
to give time to find ways to continue the согарглу 8 
business. This shipyard is one of the largest or the 
Clyde with £32 million on its order books. The 
unofficial opinion is that the yard has been Icsing 


. money on fixed-price contracts accepted over the last 


^ 


a 


few vears. 
There is little doubt that the Fairfield stex is 
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symptomatic of a wide prcblem in the British ship- 
building industry, namely, -hat many yards with high 
reputations for efficiency have over the last few years 
accepted orders with very slender, or non-existent, 
profit margins. They have gone for turnover instead 
of profit in order to keep alive against severe foreign 
competition. 

Whatever the outcome of the Fairfield decision 
may be, a grim example has been given of the danger 
of a major industry trying to solve its problems by 
taking non-profitable business. The warning is 
the more timely because it now seems that it may not 
be the weakest in terms of technical and managerial 
skill which go to the wal if this state of affairs 
continues. 





This is My Life... 


by Ап Industrious Accountant 
CHAPTER 299 


FELT rather flattered when the local Ju-ior 

Chamber of Commerce invited me to give tem 
a lecture on cost control. This year their committee 
is young and lively, with an elaborate programme 
ahead, so a responsive audience was indicated. Dn 
Saturday morning, I withdrew to my study to ro_gh 
out a first draft of my paper, opening with: “The 
typical accountant controls his domestic outlay with 
meticulous care; business is similar, though o- a 
larger scale’. The prospect seemed easy enough 
not too simple, bearing in mind that they're mostly 
cost-conscious rising executives; not too erudite in 
jargon since few of them have learned any bcok- 
keeping expertise; preferably far-ranging, constmc- 
tive, vital, new in its impact, dynamic in its revoluti-n- 
ary recommendations based on years of hard experi- 
ence. That should do. I wrote rapidly... . 

When it came to re-reading the first three pages I 
was shocked. The preliminary paragraphs were tite 
ав well as tripe. The basic principles in retrospect 
sounded both pompous and platitudinous. “he 
procedures outlined were more suitable for textb sk 
study than for listeners . . . ‘allocation of expense to 
cost-centres enabling control by exception to estab- 
lish responsibility for divergencies and trigger off 
immediate remedial measures’ . . . this was fust 
gobbledygook. I threw the pages in the wastepacer 
basket and started again. 

Actually, perfect cost control is an illusion. Ye 
can at best only try to reduce the inevitable ann_al 
charges. Some are fixed; for example, it’s pointEss 
to set formalized procedures for rates or insurances. 
Others vary pro rata to the work-load, like transp=rt 
costs; we must have so many delivery vans requirmg 
regular maintenance, so much rail freight... . 


Just then I had a phone call from the foreman of 
the garage where I'd left my car. "Гуо weak cells 
in the battery, he said with gloomy satisfaction. 
"We've put in a new one. Your tyres were rather bald 
во I’ve put on four retreads . . . no, five.’ 

Then take department salaries — our biggest item 
in the profit and loss account. The scales and annual 
increments are temporarily immutable, having been 
fixed by long, laborious sessions of across table 
cross-talk, and their next mutation can only be up- 
wards. Overtime is negligible. Accordingly, their cost 
is fixed and reduction can be effected only by de- 
creasing the number employed. Control is done by 
strict allocation of manpow?r. If men's readymades 
are given two seniors, one rotational assignment, and 
four junicrs, then the cost of maintaining them must 
be accepted, extraordinary items being minimized. 

(At this stage my wife entered with a worried look 
and a shopping list. ‘I’ll have to get two gaberdines and 
a duffle-coat, at least’, she lamented. "They're growing 
terribly fast in their teens; just shooting up. And new 
frocks for Jenny, on top of her ballet lessons, has 
wrecked my monthly allowance.' It was my turn to 
wear the worried look while lecturing her on the need 
to control the household budget.) . à 

Returning to my paper 1 tried to expatiate on 
repairs, renewals and sundry decorations. Here 
control is both necessary and imperative. The need 
for such items as replacement of desks, counters or 
display stands, new wallpaper or concealed lighting; 
even painting the store’s exterior, is primarily just a 
matter of эріпіоп. A year’s postponement is easy, an 
annual budget is а must . . . just because the sales 
manager thinks he needs a new carpet, or Prinny 
wants to turn the stationery store-room into a staff 
auditorium, it’s not necessary to agree too easily. 

My fifteen-year-old poked his head round the door. 
І need а new bike, dad,’ зе announced. ‘With a 
three-speed gear, of course . . . the door is 
rather shaky, too; it must have got a bump.’ It had; 
from a bike. 

Cost control in business is aimple, like its domestic 
counterpart; but you can’t fcresee the unforeseen. 
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Finance ара 
Commerce 


Vitamins 

HE accounts of Vitemins Ltd, the subject of this 

week's reprint, are drawn-up in a new form this 
year. Mr H. C. H. Grzves, the chairman, says that 
the new layout was arr.ved at ‘after a good deal of 
thought and discussion to which our secretary and 
our auditors have contributed.’ The secretary and 
chief accountant is Mr E. H. Garside, A.C.A., 
and Binder, Hamlyn & Со are the auditors. 

А certain amount of description is necessary for 
the new layout to be appreciated. The Vitamins 
report is on pages 8 in. e: e and 114 in. deep but in 
the two centre pages the depth is deepened by a fold- 
up flap of just over 4 in. in which the auditors’ report 
is printed. The auditors state that thirteen subsidiaries’ 
accounts have been audited by other firms and the 
balance sheet and consolidated accounts give a true 
and fair view ‘so far as is practicable having regard 
to the fact that the accounts of some of the sub- 
sidiaries are made up to different dates from that of 
the company’. 

Folded down, the Бар provides the extra space 
needed for columnar style, single narrative accounts 
on three-quarters of the elongated double-page 
opening, with the notes to the accounts taking up the 
rest of the space on the right. One of the main 
attributes is that the entiré combination of parent and 
group accounts plus notes is available without any 
page turning being necessary. 


To the Right 


In the original, the 1965 figures are printed on a blue 
background with the ccmparative figures enclosed by 
a lined blue ‘box’. Taking the single narrative as the 
starting-point of reading, the natural inclination is to 
move to the right to read the figures — and here are 
the parent company figures whereas one would 
normally have expected the view to have been con- 
centrated on the group accounts. 

The accounts indicste consolidation of new sub- 
sidiaries and some pressure on resources as a result 
of financing a higher level of turpover. In the previous 
report, the chairman rut turnover at a figure com- 
fortably exceeding {1c million but there is no figure 
in the latest report о: the turnover on which the 
profits were based. 

Profits, it will be seen, were lower despite what the 
chairman describes as 'a materially higher turnover 
resulting in part from high levels of activity and in 
part from our new acquisitions’. Part of the reason 
for the lower profit is that new assets acquired with 
the proceeds of a debenture issue in 1963 have not 
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yet materially contributed to profits and ‘exceptional 
steps (and expenditure) have been necessary to integ- 
rate them with the group’s business’. 


Nothing but Praise 


The chairman recalls that a year ago he said he saw 
no reason to doubt a continuance in long-term profit 
growth but that short-term fluctuations had to be 
envisaged. After the past year of ‘remodelling and 
consolidation of subsidiary interest and, in general, 
streamlining the organization to ensure its capacity 
to deal profitably with the problems of the new eras 
in the agricultural and the pharmaceutical industries’ 
a ‘material increase in profitability’ is forecast for 
1965—66. 

For the first quarter of the current year the group, 
the chairman says, is ahead even of this advanced 
budget. But seasonal factors have to be remembered 
and the chairman comments that 'it is by no means 
easy to give shareholders the information they would 
like without, at the same time, forewarning com etitors . 
of our strategies and thus creating powerful obstacles 
to the realization of our plans'. 

This theme of seasonal influences and reporting 
difficulties is continued at some length when the 
chairman turns to the subject of the Stock Exchange's 
requirements on half-year reporting. Mr Graves 
says that he and his colleagues ‘have nothing but 
praise’ for the broad principles which have ‘motivated 
the London Stock Exchange in their recent proposals’. 

But then Mr Graves proceeds to use well over 
five hundred words explaining what motivates the 
Vitamins directors in deciding that complying with 
the Stock Exchange proposals will not be easy. He 
emphasizes the ‘high effect of seasonality’ on the e - 
business. А 


Misleading, not Enlightening 

The winter is Vitamin's high season of demand and 
interim statements may tend ‘unintentionally to 
mislead rather than enlighten' and 'the deductions 
of stóck-market analysts, especially if publicized 
without full warning of the uncertainties (both favour- 
able and unfavourable), could well lead to unwarrant- 
able market movements'. 

Vitamins’ interim reports will therefore be accom- 
panied with warnings on these lines 'and a clear 
statement that omission of the warning in any pub- 
lished comment could result in misleading inferences _ 
on the part of would-be investors’. Mr Graves recalls 
that whenever in recent years a forecast has been : 
ventured, for example for the purposes of a share 
or debenture issue, world events and seasonal con- 


siderations have invariably invalidated the forecast e 


within six months. 

Twelve months, he says, is too short a period on 
which to base agricultural policies, and six months 
is far too short a period to assess the position of a 
single company in such an industry. But Mr Graves 
assures shareholders ‘we will do our best’. 
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VITAMINS LIMITED 


CONSOLIDATED PROFIT AND 
LOSS ACCOUNT 
for the 52 weeks ended 27th March, 1965, 














| 1964 
v Group Profit before Taxation after taking Into account the items inset below £ 

(Note 1) .. "m БЕ e A vs E 25 S ee РА 319,130 

155 1964 
Parent Company's Directors' Remuneration: 5 £ 

Fees oe sig es 1,220 1,200 
Management Emoluments. . a vis i EA 16,38 18,646 
17,538 19,846 
Dabenture Interest... Я Sie si si - 46,55 7,788 
Bank Interest... T Не des à EN m 22,25 9,701 
Other interest... . - m БЕ Wis 3,21 3,429 
Depreciation of Fixed Assets . . .. ws "m ЕМ 195,526 175,098 
Auditors’ Remuneration 5. s x К» ДЕ 6,23 4,201 
£291,688 £220,063 
Income from Trade Investments x EN ea m £16,729 £40,000 








‘Deduct: Taxation (Note 2) 


Group Profit after Taxation 
Add: Outside Shareholders" proportion of the Losses less Profis of Sub: dlaries (t964— 
Profits less Losses) s EE an 


Profit attributable to the Group 
Add: Losses less-Profits for the period retained In the accounts of Sub: Шале (se 
Profits less Losses) ке . oe e 


Profits for the period dealt with In the accounts of the Parent Compa ~ 
Add: Distribution to Parent Company of Profits of Subsidiary relating < prior periods 


Total profit dealt with In the Accounts of the Parent Company 


Deduct: Appropriations 
T er со Capital Reserve (Taxation Relief arising from Investment Аохаяс! 
Amount Ут} wrltten off value of investment in Subsidlary vs = 
enda— 
Pald and provided=—6 per cent. Cumulativa Preference Sharer, less Tax 
Pro 124 per cent. on Ordinary Stock, less Tax (1964—124 per cent.) 


spe rond Profit of the perlod . ee m e G eu 
nappropriated Profit o previous periods T m m - .. "T 


Balance carried forward in the Accounts of the Parent Company > Een T 
A Subsidiary Companies 


1 E ated Profits less Losses of pany of Profs {267 Losses le- Profits) e 
istribution to Parent Company of fits o Subsidiary reiting to prior 


Deduct: Losses less Profits for че period Pico ia then accounts of Sucsidiaries ee 


Profits lees Losses) x А os & 
Беш propriations .. .. ar S – а 
r со General Capital Reserves .. oe is .. =. . 
Transfer to General Revenue Reserves .. .. .. = s . 
Deduct: Transfer from General Capital Reserves .. ae ae Vie els 


Unappropriated Profits less Losses carried forward .. .. - 
Total Unappropriated Profit us at 27th March, 1965 .. - e 





NOTES ON CONSOLIDATED PROFIT IND LOSS ACCOUNT 


1. Profits and Losses attributable to Subsidiarlez acquired during the period have been included zs from the 
date of acquisition. 
TS 1964 


2. Taxation based on the profit of the period: £ 
Profits Tax E .. s ee .. 28,325 34,154 
Income ua к. vs E pt or oe ata an Ez 98,065 80,914 
гъа s .. x» x ie ee ИР 13,186 13,455 
Taxation Бо Account e ae .. К e .. 11,296 15211 


АЛ 


150,872 143,734 
Lass: Amount released from Taxation Equalisation Account on revision 
to estimated Corporation Tax based on an assumed rate cf 40% .. 14,642 ~ 


£136,230 — £143734 








Provision has been made for United Кїп шт and overseas taxation on profits earned to the Balance 
Sheet dates. No provision has been made for zne liability to additioral taxation which would a-ise in the 
event of a distribution by an overseas subsidin-y of its unappropriatsd profits. 
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Consolidated 
Balance Sheet 


1,615,600 


167,277 


551,167 
£2,342,035 


26,435 
1,676,312 
1,130,039 
2,832,786 


311,958 
958,879 


300,000 

90,040 91,418 
109,149 04,880 
1,229,296 


1,126,111 


101,589 
43,325 


144,914 
34,949 
2,185,361 
1 
1,998,781 


3,300,447 


1,116,136 
£2,314,740 


958,412 
£2,342,035 





1,767,135 
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VITAHINS LIMITED 


Balance Sheats 
As at 27th March, 1965 


CAPITAL EMPLOYED 
Share Capital Munhorised Hund 


6% Camulative 
reference 
Shares of #1 
eaca, fully 
d .. 250,000 250,000 
Ordinary Stock 
Мана of 5/- 


ва 29 

Unclassifled 
Shares of £1 
erch .. 384,400 — 


£2,000,000 


Capital Reserve 
eneral (Note 1) 


Reveaue Reserves 
Spe-ific Contingencies 
ereral (Note 2) de 
Unspproprlated Profits 


1,565,600 1,365,600 


1,615,600 





` 248,854 


515,449 
TOTAL CAPITAL AND £2,379,903 
RESERVES 


REPRESENTED BY: 
Current Assets 
Balances at Bankand Cash in Hand 
Debtors and Pay nents іп Advance 
Stocks at the lowest of cost, net 
‘ae Ме replacement 
ue. 55 .. 


Less: Currant Liabilities 
Bark Overdraft .. . 
Creditors and Accrued Charges 
Acceptance Credits * . 
Cu-rent Taxation 
Prcposed Dividends, less Tax 


Excess of Current Assets over 
Current Llabilitles 
Subsidiary Companies (Note 3). 
Shares at cost, less amount written 


555,163 


о .. .. 
Current Accounts 


Trade Investments lee dare a 
‘Associated Companies—shares at 


cost 
Others at cost. —.. - Tm 


Add: Amounts owing by M 
ciated Companies... 


Fixed Assets 
Ре“ schedule annexed (Note 4 
Trade Marks and Secret Processes 
ac cost, less amounts written off 


1,635,504 


T Ане less Current а 
Less: ‘Other Liabilities ' 
Capital 


3,325,903 


Loan 
Debenture Stock, 1384793 
(Note 5) B ке 
Other Loan Capital 
Future Income Tax .. 


Taxation Equalisation Account .. 

Outside Shareholders’ Interest in | 
Capital and Reserves of Sub- 
sidiary Companies y 

Balance arising on Consolidation 


NET ASSETS .. 


H. C. H. GRAVES 
irectors 
D. W. BICHENO 
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185,191 
327,380 


656,475 
1,169,046 


374,878 


250,000 
78,171 
109,149 


812,198 


1,615,600 
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Notes on 
Balance Sheets 








| le ^.0 , Witamina 
- Group _ Limited 
wa. 1. Capital Reserve А Я d 
Genaral £ | Е 

As at 28th March, 1964 .. y Ели AR dak us à - be LES. ал xà <i кг 250,464 239,604 
Add: Taxatlon rellef arising from Investment Allowances .. sé is zš SL We sx es > 13,609 9,250 

Profit on Sale of Leasehold Property .. m we ss vx Es ee 2 s ES ae 10,845 — 
- 274,918 : 248,854 

Less: Transfer to Profit and Loss Account in a Subsidiary .. РА ба tue АР s is es vs 1,060 — 
273,858 248,854 

Less: Goodwill relating to Subsidiaries (1964—£75,196)  .. ые EN ie vx E T ix ie 106,581 2 
Аз ас 27th March, 1965... s eee so 1670277 £249,854 
Vitamins 
Group Limited 

2, Revenue Reserves 
General ' Ж ет > 

As at 28th March, 1964 .. E РЯ sy ъа a уг aa un m a is » is 187290 - 184,884 

Add: Transfer from Profit and Loss Account in Subsidiaries E wÈ sá ja T .. .. Es 2,883 — 
j 190,173 184,884 
b- Less: Amounts written off Book Value of Assets of Subsidlaries in liquidation .. Е EN ex es bs 26,000 26,000 
» As at 27th March, 1965 .. AE ка ii s dx an sis "y А E БА "E £164,173 £158,884 








3. Subsidiary Companies 

Dividends amounting to £1,387 (gross) due to Preference Shareholders In one Subsidiary are in arrear since 2nd December, 1961. Of this amount, 
two-thirds is див to outside shareholders. Dividends amounting to £268 (gross) due to Preference Shareholders In a second Subsidiary are Inarrear since 
1st September, 1963. The whole of this amount їз due to the Parent Company. Ч - 

The Accounts of the foreign Subsidiaries have been consolidated In these Accounts at the rates of exchange ruling at their respective accounting dates. 


^ П 


4. Fixed Assets 


' Valuation 
зз at Depreciatlon 
30th March to dato 
.1963 
/ Vitamins Limited e 
Ee Freehold Land and Buildings .. Ба m .. ‚ә i re 33,049 
Leasehold Premises: 

Long Term s 25 Rs oe js s xs s ies 45,242 

Plant, Machinery and Equipment .. 52 a "à БЕ ex 1,179,738 

Motor Vehicles sis ae ss as oe ix we ‘is 232,801 


— 232,801 
пазе | memo | вазо | tena | nessas | 


1964 1,445,944 1,238,000 2,683,944 


Group 


Freehold Land and Buildings .. n е6 oD te "m n 

Leaschold Premises: Long Term s 55 v. Vs ia дё 589,388 
Plant, Machinery and Equipment Ss ae die же m ie 446,697 
Motor Vettcles .. sie CT. .. 55 АА mm ex PE 146,961 


332201 
2,301,386 ' 1,238,000 | 3,539,386 1,354,025 
1964 1,930,630 1,238,000 | 3,168,630 | 1,169,850 





The main freehold and lexsehold properties of the Company were revalued by professional valuers zs at 30th March, 1963. 
With minor exceptions no further depreciation has been charged in respect of freehold properties. Leasehold premises are written off over the 
term of the leases. Otherwise the charge for depreciation is calculated on a straight line basis, again with minor exceptions, ВЕ 


PLE Expenditure Commitments 


Escimatad Amounts: | 1965 1964 
Vitamins Limited E + s vs m .. ЕЕ se Жее «а as .. E £10,000 £14,300 


Group .. ia SET cw £s bx ipid ooo Age х .. oe .. .. .. .. £15,000 . £32,300, 


5. 64%. Debenture Stock 1984/89 F 


Commencing in the year ended 30th June, 1970, the Company will apply annually in the repayment at par of Stock со be selected by drawings such 
ап amount as calculated on the basis of а cumulative sinking fund, will provida for the repaymert of not less than one-halfof the Stock by 30th June, 1989. ` 
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CITY NOTES 


ARE stock-market's technical position is currently 
tending to play havoc with investment calcula- 
tions and forecasts. Hawing gone through the equity 
fall without taking stock on to their books, London 
jobbers have been fourd critically short of stock at a 
time of tentative equity buying. 

The resultant bear squeeze on the market resulted 
in a rise of eleven points in one week in The Financial 
Times Industrial In der and took the index 114 per 
cent above the year's lcw point. Such a rise in ‘chart’ 
terms should signify the end of a bear market and the 
beginning of a bull. 

But Jooking at the extent of pressure on industrial 
profit margins and the probability of a discouraging 
dividend season in the spring it is difficult to be en- 

.thusiastic about equities at the present pitch of prices. 
On political account, tae Labour Party's strong lead 
in the opinion polls camnot rule out the possibility of 
a General Election апд ће re-election of the Govern- 
ment on a much bigge- majority, which could lead to 
substantially more socialism than there is now in 
Government policy. 


RATES AND PRICES 
Closing prices, Tuesday, October 19th, 1965 
Tax Reserve Certificstes: interest rate 28.11.64 34% 


: Bank Rate 
Nov. 2, 1961 Є, Jan. 3, 1963 49 
Маг. 8, 1962 52% Feb. 27, 1 5 % 
Маг. 22, 196a z95 Nov. 23, 1964 7% 
April аб, 1962 409% June з, 1965 696 
Treasury Bills 
Aug.13 £5 108 10:69с9% Бері. 17 5 9s IO' чу 
Aug.ao £5 тоғ 799c% Septem 45 g 19:474% 
Aug. 27 5 115 2'16% | Oct. 1 £5 5'824% 
Sept. 3 5 105 6-462%, ^ Oct. 8 5 d 122604 
Sept. то £5 ros roc% Oct. 15 5 8; 2:87d9) 
Meney Rates 
Day to day 44-5175 . Bank Bills 
pan 41-515 2 months 5t-51 75 
ine Trade Bills 3 months 5i-5d? 
3 months 7-4% months —— 58-59% 
months aL o months 51-58% 
months 9€ | 
с Foreign Exchanges 
New York. .' 2:8e Frankfurt х1'224 
Montreal 30: Milan 175115 
Amsterdam тоў Oslo 20°02 
Brussels" - зоа Paris e 13774 
Copenhagen 19°35 Zürich талту 
Cilt-edged 
Consola вене 6:% —Funcing 3% 59-69 — 89i 
% 4- Savings 3% 60-7o 85 
PEE 6% 1972 9u led 3% yee 75 
Conversion 54) h 1974 92 Savings 21% 64 E 
Conversion 5% 1971 9.5 'Treas'ry 54% Әс : 
Conversion si 1969 9- Treasury 5% Sat 
version 347% 53 Treasury 34% 77-80. 7 
Funding 3A 84 92h ‘Treasury 3 % 79-81 73i 
Funding 4% з .. Treasury 2 % 40 
Funding 34% 99-04 6: Victory 4% 964 
Funding 3% 66-68 E War Loan 34% 564 
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Taxation Cases 


Full reports of the cases summarized in these columns 
эпе published, with Notes on the ‚ін 
the ‘Annotated Tax Cases’. 


Mobil Oil Australia Ltd v. Australian 
Commissioner of Taxation 


In the Privy Council - July 27th, 1965 
Before Lord Rem, Lord Morris or BORTH-Y-GEST, 
rd PEARCE, Lord Џрјонм and Lord а 
Income tax — Oil company — Exclustvity agreement — 
Company given first refusal to buy service station — 
Company to approve purchaser — Company to have 
sole rights on station — Sum payable 


a 
, 


annually to retailer — Whether sums deductible — а 


Whether tax avoidance — Income Tax and Social 
Services Contribution Assessment Act, 1936-1960, 
sections 51, 260. 

With a view to securing exclusive petrol stations 
the appellant company entered into contracts with 
retailers, and these contracts were of two kinds. The 
SS1-B type of agreement provided for a loan by the 
company to the retailer and for its repayment by 
equal monthly instalments of principal and interest. 
The retailer covenanted for the duration of the 
agreement not to dispose of his interest in the station 
without first offering it to the company; and that 
if the company did not purchase the station, the 
successor was to be approved by the company and 
was to continue the retailer’s agreement for the 


rest of its duration. The company obtained the sole 


and exclusive advertising rights on the station. The 

any was to pay the retailer a monthly sum calcu- 
lated. so as to coincide with the monthly repayments 
of principal and interest. 

The other agreement, the SS1-C agreement did 
not provide for a loan nor for monthly payments by 
the company to the retailer. It provided simply for 
a specified sum to be paid each year by the company 
to the retailer. 

The total sum paid by the company under the 
agreements for the period ended June 3oth, 1953; 
was £192,701, and this represented about а halfpenny 
a gallon in relation to the company's total turnover. 

It was contended on behalf of the company that 
the £192,701 was deductible in computing its 
profits for tax purposes, The respondent contended 
that the £192,701 was not deductible, as it was a 
capital payment, and also because it was paid 
рн to a tax avoidance arrangement. Mr Justice 

aylor upheld the decision of the respondent and 


`` his judgment was affirmed in the Full Court of the 


High Court by a majority. 
Held: ш) neither agreement was void under section 
260 of the Income Tax and Social Services Con- 
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Take this load 


off your 








Company 





Secretary 





and save money too 


Keeping shareholders’ records, issuing reports and 
dividends, are routine chores that are much better 
given to outside specialists. By handing the job -o 
Union Registrar Services Limited you free your 
Company ку: to do his real job. You alzo 
save money. 

Union Registrar Services Limited handle the 
registration work for many Public Companies ar.d 
a number of Unit Trusts, 


А Gomputer at yoür service 

А Computer installed last year, enables very rap.d 
and accurate throughput of work. More and то:е 
companies today are using outside registrars. Му 
not yours? Get in touch with the Secretary of 
Union Registrar Services Limited at the address 


below for а quotation for your Company’ 8 WOrk. 


"i Maryland 8525. 


" UNION oe SERVICES 


UNICORN HOUSE, 23216, ROMFORD RD, LONDON E.7. 
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| STATISTICAL ANALYSIS covering a 


' wide accounting range 
n be E EE e and = 
==== == rapidly produced == == 


сап 


Punched Card Processing Service 
CONDUCTED ON А SERVICE BUREAU BASIS 


AJAX CALCULATING SERVICE 


LIMITED Bea 


15 GREAT ST THOMAS APOSTLE 
LONDON EC4 Telephone CITY 6111-2 - 


FARMER & SONS 


VALUATIONS 
AUCTION SALES 


PLANT, sie ey AND | 

INDUSTRIAL PROPERTIES 

Property Investments Mortgages arranged 
Rating Specialists 

46 GRESHAM STREET, LONDON EC2 | 

Tel. MONarch 3422 (10 lines) 
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А REMINDER TO 


It is opportune to remind Accountants and 
all financial advisers that credit factoring is 
the answer to many of today’s pressing busi- 
ness problems. The business and economic 
climate to-day is far from normal. The credit 
squeeze is biting, all costs are rising, staffing 
problems are ever more difficult, the need for 
continuous expert control of credit limits 
is more urgent, the gap between customers’ 
credit requirements and suppliers’ ability to 
meet them is wider. | 


ACCOUNTANTS 


These are the у things which Shield 
Factors can help with: these are the parti- 
cular conditions which Shield Factors can 
cater for. . - 

Our booklet which fully describes our 
service is available to you without charge or 
obligation. You are invited to write to Shield 
Factors or to 'phone MINcing Lane 9238 for a 
copy. Later, if you wish, & representative will 

to talk over the application of Shield 
Factore' service to any ific case. The first 
step is to contact the Manager, 


SHIELD FACTORS. LIMITED 


formed by N. M. ROTHSCHILD & SONS, ANGLO-AFRICAN SHIPPING 00. (8.A.) LTD., 
C. T. BOWRING & CO. LTD., BAGLH STAR INSURANOS OO. LTD., 
INDUSTRIAL & OOMMERCIAL FINANCE CORPORATION LTD., KLEINWORT, BENSON LTD., 
120 PLANTATION HOUSE, M.NCING LANE, E.C.3. TELEPHONE MINCING LANE 9236. 
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tribution Assessment Act, 1936—60, as.a tax avoid- 
ance arrangement; (2) in addition to the same 
elements as those in B.P. Australia Ltd v. Australian 
Commissioner of Taxation, there was the fact that 
under the SS1-C,agreement the periodical payment 
by the company was commensurate with the service 
rendered by the retailer during the period; (3) the 
total effect of the SS1-C agreement was that an 
advance payment was made to the retailer as con- 
sideration for advantages to the company over a 
number of years; (4) the sums paid under both 
agreements were deductible. 


Brimelow v. Price 
In the High Court of Justice (Chancery Division) 
July 28th, 1965 
(Before Mr Justice Cross) 


Income tax — Farmer — Greyhound breeding. — Back 
duty investigation — Whether fraud or wilful default — 
Whether sum in question derived from betting winnings — 
у Income Tax Act, 1952, sections 47 (т), 64 (4). 

The taxpayer,, the respondent, carried on a 
farming business and also bred greyhounds on the 
farm. He was at one time a jockey, and he attended 
race m and dog tracks regularly and made 
many cash bets. He had no accounts with book- 
makers. He was in a position to obtain useful 
information upon which to judge what his bets 
should be. 

In 1952 а back duty inquiry was begun by the 
Revenue into the taxpayer’s affairs, and nine additional 
assessments under Schedule D were made for 
1944-45 to 1952—53, and first assessments were 
made for 1953-54 to 1958-59. The assessments for 
1954-55 to 1956-57 were the subject of separate 
pro gs. The first five additional assessments, 
those for 1944-45 to 1948-49 were out of time, 
unless the Revenue could show, under the proviso 
to section 47 (1) of the Income Tax Act, 1952, that 

there had been fraud or wilful default by or on 
behalf of the taxpayer. 

In a capital statement a capital increase requiring 
explanation was shown. The statement gave amounts 
of prize and stake money won by the taxpayer, and 
these sums came to about £11,000, and were 
admitted by the Revenue. These receipts began in 
1949. The statement also set out profits made by the 
M or his wife in pig breeding down to 1951. 


ese items were not included in the .appellant’s 


statement of his farm profits, but he admitted that 
they were taxable receipts. They came to £2,500, 
nearly all of which related to the out of time assess- 
ments. The unexplained amounts came to about 
£10,000, and they also related to those assessments, 


The taxpayer’s wife kept the farm account books, 


although he signed the cheques. There was а separate 
bank account for the farm and no personal trans- 
actions were put through it except some very small 
ones. The taxpayer admitted that the wages of his 
. wife's domestic help had wrongly been included as 
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farming expenses in the accounts submitted to the 
Revenue for 1947-48 to 1954-55. These items came 
to about £200. There were also profits from the 
keeping of pigs by the taxpayer's wife, which had 
also been omitted and the taxpayer agreed that these 
were taxable receipts. Produce from the farm had 
been used as pig food, but no adjustment in the 


accounts had been made therefor. The gross revenue 


of the farm compared favourably with the national 
average, but there was no evidence of how the net 
profits compared with that average. In 1955 the 
taxpayer signed certificates as to the completeness 
and accuracy of his accounts and returns; but he 
admitted that the certificates were inaccurate in that 
the wages of his wife's domestic help had been 
included as farming expenses and his tax returns 
did not include interest received by his wife and. son 
from deposit accounts. He also omitted to return 
dividends and interest on about £3,000 invested with 
building societies. He had regularly claimed life 
insurance relief in respect of policies held with orie 
company, but he did not claim relief in respect of 
policies with another company. 

The appellant's bets ranged from {10 to £30, but 
he had never had more than £100 on a horse. In 
1945 he put the bettings on one horse on to another 


. and won nearly £3,000. The taxpayer and his wife 


also bet on dog tracks, and he had won over two 
thousand races. T'he General Commissioners were 
unable, however, to conclude whether the net result 
of the taxpayer's betting was a gain or a loss. 

The General Commissioners decided that there 
had been no fraud or wilful default by or on behalf 
of the taxpayer and they discharged the additional 
assessments for 1944-45 to 1948-49. They dismissed 
the taxpayer's appeals against the additional assess- 
ments br 1949-50 to 1952-53 and those for 1953-54 
and 1957—58 to 1958-59, and determined the amounts 


.of those assessments as shown by the capital 


statement. 
Held: (1) the General Commissioners’ decision 


-relative to the assessments which had been made in 


time could not be displaced; (2) in.relation.to the 
question of fraud or wilful default the stated case 
should be remitted to the General Commissioners for 
them to set out the eviderice on which they bad based 
their decision on that point. 


Elson v. James G. Johnston Ltd 
In the e Pagh Court of Justice (Chancery DEOR) 
July 28th, 1965, 
(Before Mr Justice Cross) | 

Income tax — Agency agreement — Cancellation of 
agreement — Whether sum thus received a capital or 
an income. item — Income Tax Act, 1952, Schedule D, 
Case I. — 

The appellant company carried on business as a 
seller of toys, and was holder of a number of agencies 


-with-toy manufacturers. The company considered 
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that there was a market for a particular toy, and in 
1954 an agency agreement was made between the 
appellant company and a manufacturer; and by this 
agreement the appellant company was appointed the 
sole agent of the manufecturing company for the sale 
of this toy for a period of five years subject to 
termination by either pzrty at the end of every year. 
The appellant company had never had a similar 
agreement and it conceatrated on working this one. 

At the time of the company's incorporation it 
held eight agencies, amd its receipts in 1954 were 
about £3,106. In the folowing year the company had 
seven agencies, includimg the one in question, and 
they yielded £5,419, cf which the one produced 
£3,139. In the next accounting period which ended 
at March 31st, 1957, the company had eight agencies, 
which produced £5,590, and of this the agency in 
question yielded £5,10€ In the following accounting 
period there were sever agencies producing £6,319, 
of which the agency im question provided £3,354. 
In the next accounting period there were also seven 
agencies producing £6,203, of which the agency in 
question was reponsible for £3,524. In the next 
accounting period which ended on December 31st, 
1959, there were eight agencies producing £4,246 
of which the agency in question yielded only 
£1,662, but there was a special reason for that, 
Finally in the following accounting period there were 
eight agencies that yielded £3,581, of which the 
agency in question produced only £433. In this 
period the agency agreement was cancelled. In the 
next accounting period, which was after the termina- 
tion of the agency in question, the company had 
seven agencies producing £2,900. The company 
also merchanted other toys as a separate business, 
the profits from which ranged from {651 in 1955 to 
£1,931 in 1960. 

In November 1959, 3 new agency agreement was 
made. It was again for ive years with a break clause 
after three years. The rate of commission was less 
than that in the former azreement. The manufacturing 
company agreed to spend {17,000 on retooling for 
the sodüction of a latez medal of the toy the subject 
of the agreement. Ths was done on the personal 
` guarantee of the managing director of the appellant 

company that during tke first year of full production 
of the new model a minimum of 20,000 toys would 
be sold. The fall in commission from the agency 
during 1959 is accounted for by the changeover from 
the old to the new model. 

In 1960 the manufacturing company informed the 
appellant company that it proposed to break the 
agency agreement. Faced with either taking legal 
action or effecting as good a settlement as possible, 
and on legal advice, tae appellant company agreed 
to the termination cf the agency agreement on 
November 6th, 1959, on payment to it of £16,000, 
which was to be paid as-to £6,000 at once and £10,000 
in 1962. 

The appellant company contended that the 
£16,000 was a capitel receipt, in that the can- 


ACCOUNTANT 


. cellation of the 


October 23rd, 1965 


agency agreement materially 
crippled the whole structure of the company's 
agency business. It was contended on behalf of the 
Revenue that the agency agreement was made in 
the ordinary course of the appellant company's 
business and was not an enduring asset; that the 
cancellation of the agreement did not affect the 
structure of the company's business as a whole; 
that the £16,000 was in lieu of future profits; and 
that the sum was a revenue and not a capital receipt. 
'The General Commissioners decided that the agency 
zgreement was unlike other agencies of the appellant 
company, and was not made in the ordinary course 
of the appellant's business. They also decided that 
the cancellation of the a ent materially crippled 
the whole structure of the appellant company's 
business, and they held that the £16,000 was, а 
capital receipt. 

Held: the facts did not justify the conclusion to 
which the General Commissioners had come; the 
agency in question did not constitute а separate 


branch of the appellant company's business; the: 


cancellation of the agency did not cripple the structure 
of the appellant's business; and the £16,000 was a 
revenue receipt. 


Correspondence 


Letters must be authenticated by the name and address of 
the writer, not necessarily for publication. The Editor does 


not necessarily agree with, or hold himself responsible for, — 77 


expr 


t 
Dus 


Provincial Practitioners? Problems 
5m, — I write to express my.complete disagreement 
with the letter from ‘Another Provincial Accountant’ 
published in the issue of September 25th and sub- 
stantial disagreement also with the letter from Mr 
Pearce in the same issue. 

Taken together, the letters give a quite un- 
necessarily gloomy view of provincial practice as I 
have experienced it myself and I cannot believe that 
life for a provincial practitioner can be as bad as is 
painted in these letters. Whilst there may be some 
measure of truth in the assertion contained in 
‘Another Provincial Accountant’s’ letter about re- 
muneration, I do not believe that there is any 
‘growing tendency for the Inland Revenue to treat 
the profession with complete contempt’ nor do I 
accept the statement that the Council of the Institute 
‘do little, if anything,’ to help the provincial prac- 
titioner. On the contrary, I find that there is a good 
Measure of co-operation forthcoming from such 
branches of the Inland Revenue department as we 
deal with in my firm, and I am of the opinion that 


m^. 
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the Council have done a great deal in recent years 
to assist those in practice in the profession. 

I would agree with Mr Pearce that an attempt to 
set down a minimum scale of fees might be worth- 
while, although there are tremendous difficulties in 
doing 80; but I thihk that when he talks of the future 
being ‘very gloomy and bleak indeed’ and when he 
asserts, as an indication of current trends, that 
some practitioners are discontinuing their indemnity 
insurance policy premiums for lack of funds, he is 
taking an unnecessarily pessimistic view of the general 
state of provincial practice and of the future for such 
practitioners, I hope that others beside myself will 
feel that our future in provincial practice is not quite 
as unpromising as the two letters referred to would 
have us believe. 

Yours faithfully, 


Scarborough. J. A. BRYDEN, РСА. 


Finance Act, x965 


Sm, — I was interested to read ‘Clement’s’ letter in 
your October gth issue. He makes three good 
points on which I offer the following views: 


(1) A close company can make loans to partici- 
pators in 1965-66 without being caught under 
section 75. A close company does not have to pay 
income tax on a loan which is made in that year. 
After April 5th, 1966, the company will have to 
pay income tax on the grossed-up amount of loans 
or advances made after that date. It is interesting 
to note that even if the company is making a loss, 
а loan to a participator after April sth, 1966, will 
be caught for income tax. However, it should be 
appreciated that no company will be a close company 
until April 6th, 1966, and that the provisions of 
section 75 do not apply until that date. The snag 
is that if the participators were to withdraw surplus 
funds from the close company in 1965-66 by way 
of loan to them, provisions of section 245 
et seg., would apply if the company is within the 
provisions of that section. 

There will obviously be cases where the company, 
e.g. because its share capital is held more than 25 
per cent by the public, is not within section 245 
but is, nevertheless, within the provisions of 
Schedule 18 of the Finance Act and. is a close 
company. In such cases, there would be no danger 
in making the loans to participators in 1965-66. 

Accordingly, I would agree that if the company 
concerned — being a close company but not within 


section 245 — has surplus funds available, it may ` 


be advisable to consider withdrawing them by way 
of loans to the participators during 1965-66. The 
provisions of the Companies Act should be borne 
in mind in relation to loans to directors. 

In all other cases, ie. where the company is 
within both section 245 and Schedule 18, the making 
of loans seems inadvisable at this time. The reason 
for this is that the withdrawal of funds by way of 
loan in 1965-66 would mean that the participators 
had received money from the company without the 
incurrence of a surtax liability. This would almost 
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certainly invite a surtax cirection under the pre- 
Finance Act, 1965, legislaticn. There may, of course, 
be cases where loans to participators in 1965-66 
may be justifiable. 

(2) Bearing in mind tbe fact that а company 
cannot be a close company until April 6th, 1966, I 
agree with ‘Clement’ that 2ach company is treated 
separately in computing th: allowance for director's 
remuneration. Where there-is a group of companies, 
£4,000 sould be paid from each company to the 
same director, without inccrring a disallowance for 
corporation tax purposes. It should be borne in 
mind, however, that it wil be necessary to justify 
the £4,000 on normal tax principles, namely, that 
adequate services were prov led for the remuneration 
received. 

(3) In principle, a close company could be split 
up into a number of sepa-ate companies so as to 
obtain more than one 4,000 allowance. The 
operation would have to зе handled carefully to 
make sure that no materizl liability arose to cor- 
poration tax or capital gain: tax on any gains on the 
transfer of business or parte of the business. 


It should be borne in miad that there has been 
considerable pressure on the Government to provide 
for grouping in connection wth various provisions of 
the Finance Act. If the pressure culminates in 
grouping being allowed in some later Finance Act, 
this will, no doubt, benefit many companies but may 
have the result of nullifyirg the splitting of the 


company into several comparies. 


Youre faithfully, 


London. HALMCR HUDSON, r.c.a. 


Assessments Unlimited 


Sm, – I refer to the letter from Mr A. J. Anderson, 
F.C.A., which was publishec in your issue dated 
October 2nd. | 

Although the information ів not given, І assume 
that the appeals which have Бееп listed are for 1965— 
66 and are therefore based or. accounts made up to a 
date prior to April 6th, 1965. 

To suggest that these accounts cannot be Available 
until June 3oth, 1966, seeme to me to maintain the 
view, not uncommonly taken in the case of small 
companies, that the sole purpGe of preparing accounts 
is to settle a tax liability. 

From the point of view ОЁ the businesses con- 
cerned I cannot see any valu= in accounts which are 
presented at least fifteen morths after the end of the 
financial year. 

I appreciate that practising members are often 
under pressure but, surely, ће service and advice 
to clients in their business 1 аігв, with up-to-date 
information, is of such value gs to necessitate accounts 
being produced as promptly as possible, not ‘when 
they can be done’ for Inland Revenue purposes. 


Yours faithfully, 


London WC2. G. A. WALE. 
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National Taxation Conference 
INSTRUCTIVE MEETING AT SCARBOROUGH 


CHE fifteenth Natiomal 'l'axation Conference or- 
ganized by our contemporary Taxation was held 
at Scarborough from Friday of last week until last 
Monday. There was an attendance of nearly one 
thousand, and members of the accountancy and legal 
professions and representatives from industry and 
commerce found the papers on the various aspects of 
the law and practice of -axation of considerable prac- 
tical value and interest. 

The conference, which was presided over by Mr 
Percy F. Hughes, Editor of Taxation, included a num- 
ber of enjoyable social functions and a special pro- 
gramme for the ladies, tazether with a golf competition 


for the Taxation Challenge Cup which was won by 


Mr Н. Lofthouse, F.C.A. of Keighley, Yorkshire. 


CHAIRMAN'S OPENING ADDRESS 


In the course of his opening address, Mr Percy F. 
Hughes said: 

Much has happened since we met in Torquay last 
year and by the time we meet again next year much 
of what is included in the Finance Act, 1965, will be 
having practical effect. "ће fact that we have so large 
a gathering this year demonstrates how important we 
all regard this new legisEtion and I hope that we shall 
derive much mutual benefit from the opportunity to 
consider these provisions and discuss them informally 
as well as from the business sessions. 


"The Mayor of Scarberough, 


ЈЕ we had had either capital gains tax or corporation 
tax in a single year, we should have had quite enough to 
cope with. As most of you will know, the 1965 Finance 
Act occupies 271 pages. Of these, approximately two 
hundred and sixty are concerned with capital gains 
tax and corporation tax. The task of studying 260 pages 
may not sound too difficult but, of course, it depends 
ап what is on the pages. Let me give you а few ex- 
amples: : 

(a) Section 27 (10) states quite shortly ‘if under this 
section an asset is not a chargeable asset, then 
no chargeable gain or allowable loss shall accrue 
on its disposal.’ 

(b) Then in Persa 6 (2) of Schedule тт ‘refer- 
ences in this part of this Schedule to issuing 
share capital as paid up, apply also to the paying 
up of any issued share capital.’ 

(c) Then we have a new phrase in our fiscal system ' 
‘close company’. 


Complex Legislation 
Last year I said that I did not think the old principles 
which go to make a good tax should be forgotten, 
although this did seem to have been the tendency over 
recent years. I went on to add: 
‘this is perhaps partly due to the increasingly complex 
nature of our economy, and in part to the difficulty produced 


Councillor W. C. Wilkinson, J.P. o the opening session of the conference: 
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by legislation which closes the loopholes but rem=ins 
incapable of being understood, even by accountants, lawyers 
and the Inland Revenue department, let alone the taxpayer 
himself,’ Я 

І do know something about what accountants and 
lawyers think of these 260 pages and I imagine “hat 


« 


\ before very long, we shall know something of what the 


Inland Revenue department thinks of them, but as or 
the taxpayer himself, I can only say that I am at a жзѕ 
for words. I think that he is too. Ў 

I believe that a wonderful opportunity has been 
missed in drafting the legislation on corporation -ax. 
The intention to make companies liable only to oor- 
poration tax and not income tax and profits tax, crested 
a wonderful opportunity to achieve this by new lezis- 
lation but we find that almost all the corporation tax 
legislation is legislation by reference to the income tax 
provisions.. Even the income tax cases and schedi es 
are retained, it being necessary to compute each im 
of income separately in accordance with the incc-ne 
tax case or schedule into which it falls, and then То 
aggregate them for the purpose of arriving at the сстп- 
pany's total profits on which, after deduction of 


Bs on income, the corporation tax will be ccm- 


puted. It would seem, therefore, that although it 
has been the intention to introduce radical reforms 
of our tax system, nevertheless everything possi-le 
must be done to retain close links with the past. 


Revenue's Powers · 


Parliament has always guarded very jealously зае 
liberty of the subject, particularly in relation to taxation 
affairs and the smooth administration of our tax system 
depends more on the degree of co-operation whrh 
exists between the Inland Revenue department a-d 
the professional advisers to taxpayers than on any otker 
single thing. I believe that during the Finance ЕП 
debates, far too little attention was given to the pow: 28 
which are given to the Revenue in Schedule ro to 


\ demand information from third parties about t-e 


transactions with which they have been connected аза 
which could give rise to а chargeable gain for capi al 
gains tax purposes in the hands of another taxpayer. 

For example, à member of a stock exchange in t-e 
United Kingdom or а jobber may be required to таве 
-a return giving particulars of any transaction effected 
by him in the course of his business and he mist 
supply particulars of the parties to the transactiorz, 
and the number or amount of the shares or securitEs 
dealt with in the respective transactions, and ізе 
amount or value of.the consideration. Similarly, л 
issuing house or other person involved in a pub 
issue of shares or securities or а placing of shares =r 
securities can be required to give particulars of te 
persons to whom the shares or securities are issuex, 
allotted or placed and the number or amount of tk» 
shares or securities involved in the transactions. 

An auctioneer and any person carrying on a trac? 
of dealing in any description of tangible movable pre 
perty, or of acting as an agent or intermediary n 


E dealings in апу. description of tangible movable pre- 


perty may be required to make a return, giving part- 
culars of any transactions effected by or through him 
in which any asset which is tangible movable proper 
is disposed of for a consideration, the amount or уай е 
of which in the hands of the recipient exceeds £1,002 
Unless this situation is watched -with care, we wil 
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Mr Halmer Hudsor, F.c.a., addressing the first business 
session with (left) Mr J. P. Wilson, F.C.W.A., F.C.L8., 
Immediate Past President of The Institute of Cost and 
Works Accountants, in the chair. : : 


reach the stage where any pe-son may be required to 
give information to the Revenue about any transaction, 
not for the purpose of determ.ning his own liability to 
tax, but to enable the Revenue to determine the 
liability of another person. 3 

І am sure that it would be 3 bad thing if this led to 
taxpayers telling the Revenue $o find out for themselves 
if they are seeking information which concerns trans- 
actions carried out for another taxpayer. 


Future Aspects 


I think that we shall have a large number of amend- 
ments to the capital gains tax and corporation tax 
provisions in the 1956 Finance Act, and. I hope that the 
Chancellor of the Exchequer will find time to review 
the stages gt which individuals fall into higher rates of 
income tax and surtax. I also fel that similar attention 
should be paid to whether companies should pay 
corporation tax at a lower rate when profits do not 
exceed a particular figure, say, £1,000. 

The use of the limited company has had far reaching 
consequences on our economy. Some of our largest 
businesses began as the activity of a sole trader, were 
developed through the medium of a family company 
and then expanded greatly as є result of a transfer to a 
public company. The new Egislation in the 1965 
Finance Act may well result іп а reversal of this trend. 


Capital Gairs Tax 


At the first business session of the conference Mr 
Halmer Hudson, F.c.a., spoke about ‘Capital gains tex’, 
with Mr J. P. Wilson, F.C.W'A., F.C.L8., Immediate 
Past President of The Institute of Cost and Works 
Accountants, in the chair. 

Mr Hudson explained the relationship of Case VII 
of Schedule D witk long-term capital gains tax. He 
said that although capital gains were not treated as 
income, nevertheless for most people the capital gains 
tax would be computed by reference to rates of 
income tax as this would ови у throw up a smaller 
liability than by taking 30 per cent of the capital gains. 
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One of the most interesting parts of his address was 
that devoted to what he-called the pool price basis in 
relation to shares which in effect produced a tax free 
zone. If the current ma-ket price of one's shares was 
near the lower end of this free zone, they would 
have a special value in Фаг rises within the zone would 
produce no capital gain even if the shares were sold. 
Conversely, if the current price was near the top of 
the tax free zone it migEt pay to sell out and buy back 
at current prices во as to be able to debit a higher price 
when the new shares were later sold. Similar to this 
pool price free zone wes the neutral zone which the 
Finance Act conceded ir favour of holdings of Govern- 
ment securities issued а" a discount. 

‘The speaker reviewed the somewhat tortuous pro- 
visions dealing with the separate transactions of a hus- 
band and wife living tcgether. He then moved on to 
sales to connected perscns and the various alternative 
procedures that are орел on such occasions. The next 
topic was out-and-out gxts and the very slender exemp- 
tion which is granted іп respect of small gifts of up to 
{тоо in any one year. _f the gift is within Case VII, 
the donor and donee can jointly elect that the donee 
stands in the donor's shoes. If the donee then retains 
the shares for the sta-utory year after the donor's 
acquisition of them, they escape Case VII tax. 

From gifts, the speaker proceeded to trusts and then 
to the artificial provisiens imposing capital gains tax 
on а dead man's estate 5n the footing that by dying ће 
makes a capital gain. Н> pointed out that capital gains 
tax was deductible as a.debt in arriving at the amount 
on which estate duty was chargeable. It seemed to 
follow that if the marginal rate provisions applied, 
then £ for £ the capital gains tax would reduce the 
estate duty by its own amount. The special provisions 
relating to losses in favour of deceased persons, and 
the £5,000 exemption Лиш! were also reviewed by the 
speaker. 

After dealing with disposals of chattels and of 
dwelling-houses, Mr Hudson went on to explain 
the position of comparies in relation to capital gains, 
confining himself to assets other than land and build- 
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ings for the sake of simplicity. The normal company 
would be chargeable to corporation tax on its charge: 
eble gains as though they were ordinary income. Losses 
would be available against future chargeable gains. Ít 
was expected that corporation tax would be levied at 
40 per cent. However, companies which were on the 
actual basis for income for 1965—66 would be charged 
to capital gains tax at a special rate of 35 per cent. Unit 
trusts and investment trusts which met certain tests 
would pay only 30 per cent. Intra-group disposals 
would not give rise to liability, unless the asset is 
stock-in-trade in the hands of one party but not in the 
hands of the other. - 


Finally Mr Hudson dealt with transactions in land. 


Mr Callaghan and the Tax System . 


On Saturday afternoon, with Mr J. W. Dallachy, 
M.A., C.A, Immediate Past President of the Scottish 
Institute, in the chair, the conference was addressed 
by Professor E. Т. Nevin, of the Department of 
Economics, University College of Wales. Speaking 
on the ‘Economic aspects of the-new tax legislation’, 
Professor Nevin said that in. order to assess the 
efficiency of the new corporation tax and capital, 
gains tax it was necessary to recall the three broad 
functions which taxes have to serve in the modern 
economy. First, they can regulate the state of aggregate 
demand, either in total or in particular sectors. 
Secondly, they can be introduced so as to change the 
distribution of econamic welfare amongst various 
sections of the community. Thirdly, they can be 
devised so as to encourage greater efficiency ~.in- 
cluding more rapid growth or external solvency — 
in the economic system. 

The capital gains tax was clearly introduced with 
the second of these objectives in mind. Its overall 
effect under the first heading — the control of demand — 
was estimated at some £125 million a year, which 
was very small in comparison with total effective 
demand or with the yield of the major existing taxes. 
Logicaly it might be concluded that it could not 


At the Mock Practical Inter- 
view on y morning 
when Mr D. W. Pursglove, 
F.C.A., taking the part of an 
Inspector of Taxes (left) dis- 
cusses with Mr J. S. Heaton, 
F.c.A., the settlement of a com- 
putation for assessment to 
corporation tax. 
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therefore have much impact on the distribution >f 
welfare, but this ignored the psychological necess&y 
of such a tax if an incomes policy was ever to become 
operational in Britain. Such a policy implied restrarat 
in wage claims and thus in dividend distributiors, 


„А but this would make sense only if the capital gains 


implied by such restraint were also subject to tex. 
Admittedly the impact of the new tax on trade unien 
attitudes seemed to have been virtually nil so fzr. 
Nevertheless, the tax was a necessary measure if -n 
incomes policy was ever to be achieved, and we we-e 
thus one step nearer that goal. 

Where the tax was open: to criticism was in the 
rather confused way in which capital wealth was 
being brought into the regular tax system. Tne 
distinction between short-term and long-term gains 
had little to justify it. Further, the focusing on 
capital gains rather than capital wealth maximized 
the adverse effect of this tax under the third heading — 
the stimulation of growth and efficiency. 

This same ambivalence апа. ы, of thougkt, 
said Professor Nevin, was discernible in the detals 


. of the new corporation tax. Its primary purpose was 


p 


ds 


stated to be the encouragement of corporate invest- 
ent through its stimulus to profit retention rather 
than distribution; on the other hand, the Chancellor 
has replied to criticism of its ‘devaluation’ of investment 
allowances with the argument that business men do not 
bring tax considerations into their investment decisiors. 
It was difficult to reconcile these two propositions. 
Nevertheless, the corporation tax was a profoundly 
important step forward in the country’s fiscal develop- 
ment, since it established for the first time a clear 
distinction between enterprises and persons for tax 
purposes. The importance of this was not in the 
ability to impose different rates of taxation on the tro 
groups, but in the ability to adopt different tax bases. 
Income was the appropriate base only if we we-e 
concerned primarily with equity. Since согрога:е 
taxation should be primarily concerned with efficiency, 
not por enon; corporate income as such, was irrelevart. 
Costs rather than profit should be taken as the аррге- 
priate tax base, this being the only measure available 
to us of the resources being absorbed by enterpris-s 
in their productive activities. Mr Callaghan had not 
taken this step, but by separating corporate from 
personal taxation he had at least opened the door to a 
long-overdue development of the fiscal system. 


Distribution by Close Companies 
The second address on Saturday afternoon was given 
by Mr Percy Е. Hughes, Editor of Taxation, wih 
Mr H. C. Shaw, F.c.a., in the chair. . The topic was 
Юнги by close companies’, | 

Hughes began by detailing four categories of 
оа viz.: 

(a) those made in 1965-66 in respect of periods 
before corporation: tex is chargeable; 

(5) those made in 1965—66 out of profits charged 20 
corporation tax; 

(c) those made after April 5th, 1966, out of pro 
made before the company is chargeable 
corporation tax; and ^ 

(d) those made after April 5th, 1966, out of profes 

to corporation tax. 
Categories (a) and (b) could be affected by section £4 
of the Finance Act, 1965. Group (d), and certain cases 
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Mr Percy F. Hughes, Editor of Taxation, speaking at the 


second business session on Sa oon with Mr 
Н. C. Shaw, Р.С.А., President of the Hull, East Yorkshire 
and Lincolnshire Society of Chartered Accountants, in the 


in group (c) would be affected by the new Schedule F 
levied on ccmpanies making dxtributions. Groups (a), 
(b) and (c) could be affected by section 245 of the 
Income Tax Act, 1952; group (d) by sections 77—78 
of the Finance Act, 1965. These latter sections do not 
operate as regards any accounting period before 
April 6th, 1366, so the old provisions will be important 
for some time to come. 

Mr Hughes pointed out the underlying conflict 
between section 245 of the 1552 Act, and section 83 
of the 1965 Act (which applies generally to all com- 
panies); one tending io bres dividends in 1965~66, 
the other tending to discourage dividends. He sketched 
the broad outlines af section 83 and the way in which 
the permissible standard for dividends is arrived at, 
for ordinary dividends and for zapital profit dividends. 
Mr Hughes stressed that section 83 (11) offered 
companies £ way of escape frora liability under section 
83, and might even go во far as to make the section 
largely ineffective; certainly in section 245 cases. 

Turning to section 77 of the 1965 Act, the speaker 
said it was confined to close companies and he explained 
what this expression meant. Hf there was a shortfall 
in a close compary’s distributions, a Schedule F 
assessment had to be made on it on the footing that 
the shortfall had been. distributed in dividend twelve 
months after the end of the accounting period. 

The speaker expatiated or a quirk in the new 
provisions in that а property holding company need 
not distribute more than бо per cent of its ‘estate 
income’ і.е. rents. Moreover, although profits on sale 
of its properties might be chargeable gains, it would 
not be bound to distribute thcse gains. In the case of 
a property dealing company, ihe profits of disposals 
would be treated as distributakle up to the бо per cent 
maximum, or such lower percentage as the company 
could justify. 

„Мг Hugkes explained what items were to be taken 


- ав distributions for the purpeses of section 77, i.e. 


he reviewec the provisions of Schedule 17. He went 
on to deal with section 78 which gives the Inland 
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Revenue power to apportion a close company's income 
among its participators for surtax purposes. For a 
trading company no apportionment can be made 
unless there is a shortfall assessment, and the apportion- 
ment is confined to the amount of that assessment. For 
other companies the Board could apportion the whole 
required standard, notwithstanding that there was 
no shortfall. 


Recent Cases on Tax Avoidance 


On Monday morning the first address was given by 
Mr Eric C. Meade, Р.С.А., and was concerned with 
recent cases on tax avoidance. Mr Reginald Statham, 
С.В.Е., J.P., F.A.C.C.A., was in the chair. 

Mr Meade began with a particularly troublesome 
anti-avoidance section in the Income Тах Act, 1952, 
namely section 408 which is aimed against the with- 
drawal of settlement income by a settlor in the guise 
of capital. The section extends to capital withdrawals 
from a company connected with the settlement, as 
defined in section 411, and: Mr Meade reviewed a 
recent case on the meaning of this definition; СТЕ. v. 
Bates (1965 Т.К..189) where the Court of Appeal 
last June allowed the Revenue appeal against a decision 
of Plowman, J., reported in 43 A. T.C. 179. The Court 
of Appeal had said that the proper test to apply for the 
purposes of section 41x (4) (5) waa; first, has the company 
distributed some of its income to its members? second, 
does that distribution prevent an apportionment from 
being made? third, but for that distribution could the 
income have been apportioned for those years? All the 
answers to these questions being in the affirmative, 
and the trustees of the settlement being potential 
apportionees under section 411 (4) (a), it followed that 
the company was conn with the settlement. . 

Mr Meade then dealt with two further points which 
arose in the Bates case. Payments made to Mr Bates’ 
bankers for his credit were held to be payments made 
to him, directly or indirectly. Thirdly, the section 408 
liability to surtax could arise only for а year in which 
the company was connected with the settlement, and 
only up to the amount of the undistributed income of 
the settlement arising in that year. 

'The speaker mentioned that the definition in section 
411 (4) had been amended by the Finance Act, 1965, 
80 that a Bates case would clearly be caught, whether 
or not the House of Lords reversed the Bates decision. 
Section 75 of the 1965 Act provides for tax liability 
on loans made by close companies and there is provi- 
sion to prevent double taxation under that section 
and section 408. . 

Mr Meade examined the .surtax apportionment 
provisions in the light of three interesting cases; 
C.H.W. (Huddersfield) Ltd v. C.I.R. (42 AJT.C. 219); 
C.I.R. v. Park Investments Ltd (43 A.T.C. 452 and 
Tatem Steam Navigation Co Ltd v. CIR. (20 A. T.C. 
137). All these are concerned with. the persons con- 
trolling or having an interest in companies subject to 
surtax apportionment, Mr Meade pointed out that, 
on the basis of the Park Investments decision, the 
Inland Revenue would have won, instead of losing, the 
"Tatem case if they had put forward the argument which 
succeeded in the Park Investments case. 

The last object of Mr Meade’s examination was the 
notorious section 28 of the Finance Act, 1960, on which 
the passage.of time had shed little light, although the 
two cases во far decided on it had shown a disinclination 


on the part of the courts to assist the Revenue. In 


C.I.R. v. Tomlinson (43 A.T.C. 294) Ungoed- Thomas, 
J., had upheld a section 28 direction but the Court of 
Appeal had quashed it (44 A. T.C. 17), holding that 
the redemption of a bonus debenture did not of itself 
bring a tax advantage, nor was, it a transaction in 
securities. Again in C.I.R v. Cleary ([1965] T.R. 149), 
Pennycuick, J., emphatically rejected a Revenue 
argument that by selling an asset to a company at the 
asset’s proper value, the seller wes obtaining a tax 
advantage, merely because the company was using 
accumulated profit as the purchase money. 


The Taxation of Income from Property 


'The speaker at the second session on Monday morning ` 


was Mr К. H. Oates, ¥.c.a. with Mr John Love, F.c.a., 
in the chair. The subject was “The taxation of income 
from property’. 

Mr Oates began by pointing out that there were five 
sets of provisions under which income from property 
might be taxed; the Finance Act, 1965, Case I of 
Schedule D, section 25 of the Finance Act, 1960, Case 
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VII of Schedule D, and finally the new capital gains, 


tax. His lecture dealt with only the first set of provisions, 
namely, those in the Finance Act, 1963, which imposed 
tax under Case VIII of Schedule D, as well as to some 
extent under Case VI. 

Case VIII was confined to income from land (includ- 
ing buildings) in the United Kingdom and the assess- 
ments were based on rents etc. receivable, less expenses 
actually paid, in the assessment year. Not only rents 
but ‘other receipts’ were included if they came by 
virtue’ of ownership. However, where a trade was 
carried on such as that of a hotel proprietor it would be 
assessed under Case 1, not Case VIII. Mr Oates then 
set out a number of special matters which he described 
as premiums and disguised premiums, e.g. where the 
tenant is obliged under the lease to effect improve- 
ments. He then explained how the income was com- 


puted in these cases; pointing out that in the case of ^«^ 


improvements there was provision for double dis4 
counting. One took the value to the landlord, at the 
beginning of a lease, of the improvements as they 
would be at the end of the lease. That was deemed to be 
а premium. Then one discounted the premium again 
by deducting 2 per cent for every year of the term 
beyond the first. Where premiums were paid in instal- 
ments, one could elect to pay on them as they came in, 
with no discount. 

The speaker dealt with particular items which were 
excluded from receipts, because they were dealt with 
under other provisions; mortgage interest, furnished 
lettings, quarry and mine rents and royalties. He also 
reviewed the provision for relief for rents not received. 
He then turned to deductible expenditure and ex- 
plained the complicated provisions for set off of losses 
on some kinds of leases against profits on the same 
or different kinds of leases; the three classifications of 
leases being those at a full rent but not putting the 
burden of repair on the tenant, other full rent leases, 
and leases at less than full rent. In this framework ће 
explained the provisions for carry-forward and carry- 
back of expenditure. Carry-back is something new 
and is of limited application. If a payment is made in 
a year later than the one in which it became due, and 
it cannot be allowed in the year of payment, then it 
may be carried back to the year in which it became due. 
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Leicestershire and Northamptonshire 


3 


EARLY three hundred members and guests 

attended the annual dinner of the Leicestershre 
and Northamptonshire Society of Chartered Accourt- 
ants held at The Salon, Franklin's Gardens, Northam-- 
ton, on October 12th, Mr С. Thompson, Е.С.-, 
A.B.8.I., President of the Society, was in the chair. 

Mr Leonard Sainer, LL.B., who proposed the tost 
‘The Institute of Chartered Accountants in Englard 
and Wales’, said he was grateful to have the opportuni- 
to pay tribute to a profession with which he had had 4 = 
closest association for some thirty years. The associi- 
tion went back still further —to his youth. He recalled 
his brother and himself discussing which professiors 
to adopt. They eventually decided one was to become 

ANE and the other an accountant, but the questicn 

as, who was to become what? Mr Sainer jocular 

remarked that as he was the bigger and heavier, Һа 
brother became the accountant. 


` Commanding Respect 
Mr Sainer said that he had seen the accountancy prc- 
fession grow into one of the most powerful in the lanc. 
The profession had become a fundamental and esser- 
tial part of business life and commanded the greate=- 
respect. 

in the United States, added Mr Sainer, no busine 
man made the slightest move without his lawyer an= 
accountant, but the Revenue authorities there treate= 
the accountancy profeasion with such little respect tha 
they had their own examiners to go through the book 
ке all businesses, from the greatest to the smalles— 

n this country the accountancy profession wa8 respec- 

ted and what its members said was accepted. 

In the course of his response, Mr К. McNeil, F.c.a, 
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President of the Institute, said he was delighted that 
the Society's President was from the industrial side 
of the profession and stated that he had always been 
at great pains to stress the unity of the profession — по 
division or cleavage existed. 

Mr McNeil said he was sure they would have to step 
up their standards of entry into the profession. It 
was necessa-y to arrange for entrants to be thoroughly 
trained in all the techniques they might be required 
to command in the future. There were problems, 
however, which were far from being solved, for young 
men needed to be trained in the basic principles of the 
profession ала thinking had to be sound in all respects. 

Inthefuture, business schools and other bodies would 
be endeavouring to provide executives for top manage- 
ment. The accountancy profession had no quarrel with 
that at all, ваза the President. It accepted the challenge. 
Training would be provided which would be second 
to none and the name of the chartered accountant would 
be the first name in management accountancy. 

„Мс McNeil went on to say that accountancy was a 
profession which did not indulge in any sort of outcries. 
They did not criticize political decisions made by a 
Government since their members were of all shades of 
political opinion. He felt, however, that the profession 
should have been consulted over the Finance Act, 1965. 

The toast of ‘The Guests! wes proposed by Mr 
Thompson who observed that in recent years the 
Council of the Institute had been paying more and 
more attention to the needs of accountants in industry. 
He appealed to these accountants to increase their 
support for the Society. 

Mr К. E. Wood, M.8Cc., F.INST.P., Principal of the 
Leicester College of Technology, responded. 


Mr G. Thompson, President 
of the Leicestershire сапа 
Northamptonshire Society 
(second from right) speaking 
to Mr R. McNeil, President 
of the Institute, with (left) 
Mr John A. Mitchener, 
President of the Southern 
ane and (right) Mr Walter 

Minter, President of the 
South Eastern Society. 
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Notes and Notices. 


PROFESSIONAL NOTICES 


Messrs DixoN, WiLs»N, Тиввз & GiLLETT and 
Messrs Dixon, WILSON & Co announce that they have 
moved from St Alphage House, 2 Fore Street, London 
EC2, to Gillett House, 55 Basinghall Street, London 
EC2. The telephone number will remain unaltered at 
National 4321. З 


Messrs ErLACOTT, STRANKS & Co, Chartered 
Accountants, of Lloyd: Bank Chambers, High Street 
Banbury and Emlyn House, Sheep Street, Bicester, 
announce that as from October 6th they have taken 
into partnership Mr Т. E. Parry, a.c.a., who has 
been on their staff for some time. 


Messrs NORMAN ALEXANDER & Co, Chartered 
Accountants, of то Bolton Street, London Wr, 
announce that they hnve taken into partnership Mr 
KENNETH , ACA, Намкз has been on the 
staff of the firm for талу years. 


The partners of the London and Iberian firms of 
TURQUAND, YouNGs & Co, announce that Mr L. C. 
HOPEWELL, A.C.A. hae been admitted to the Iberian 
partnership. Mr HorrwEzLL served his articles with 
the firm in London, and has been associated with 
TURQUAND, YOUNGS & Co since 1952. 


Appointments 


Mr J. Ashton, A.A.C.C.A., A.C.W.A., A.C.L8., has been 
appointed group finencial director of Herbert L. 
Driver Ltd and gene-al manager of the company's 
Barrow factory. Mr Ashton was previously controller of 
Combined English Mails (Spinners) Ltd. 

Mr A. Bond, A.A.C.c.4., has been appointed а direc- 
tor of Brayhead Ltd. 

Mr J. C. Brache-, ғ.С.А., has been appointed 
group accountant of tte Dowty Group. 

Mr Т. С. Coombs, A.C.W.A., F.C.C.8., F.LA.C., has 
been appointed ћпапса! manager of В.О. Morris Ltd, 
Coventry. 

Mr T. E. Entwistle; J.R.D., F.C.4., has been appointed 
financial director of =lectronic Rentals and General 
Holdings Ltd. 

Mr Н. Harle, A.c.z., has been appointed secretary 
and chief accountant ef Goblin (B.V.C.) Ltd group of 
companies, with effec- from October rst. 


Mr E. M. Kevehazi, F.C.4., has been appointed 
a director of Geoffrer Woods Ltd, а new subsidiary 
of Woodson's Investrrent Ltd. 


Mr Е. A. Harris, F.C.A., secret of Electronic 


Instruments Ltd, hes been appointed to the board of 
the company. 

Mr W. D. Wilson, F.c.a., has been appointed to the 
board of Boon & Porter (Holdings) Ltd. 


THE ACCOUNTANT SYNOPSIS OF THE 
FINANCE ACT, x965 


Part II of The Accountant Synopsis of the Finance Act, 
1965, will be published as a supplement to next week's 
issue. 'T'his part of the annual synopsis will deal with 
the provisions relating to corporation tax and other 
provisions of the Act (excepting those relating to 
Customs and Excise) not covered in Part I of the 
synopsis issued with The Accountant of September 18th. 


GUIDE TO CROPS AND LIVESTOCK 


A useful booklet entitled Farm Crops and Livestock: 
A Glossary and Guide, by Mr D. С. Gindwood, C.A., 
has just been published by The Institute of Chartered 
Accountants of Scotland. 

Extending to twenty-eight pages, the booklet is a 
reprint of two articles dealing with crops and livestock 
which appeared in The Accountants’ Magazine — the 
Institute's journal — in 1953 and r954. Both articles 
have been revised by the author and although prepared 
principally for use in Scotland, as far as possible 
English terms and practice have been introduced owing 
to the ‘number of cases of Scotsmen with interests in 
England and Englishmen with interests in Scotland in 
agricultural matters'. 

Copies of the booklet are obtainable from the offices 


of the Institute, 27 Queen Street, Edinburgh 2, price. 
4 ` 


55 6d each. 


SOUTH-WEST ESSEX GROUP OF 
CHARTERED ACCOUNTANTS 


'The first meeting of the South-west Essex group of 
Chartered Accountants took place on October 1st and 
was attended by some thirty-eight practising and non- 
practising members. The meeting took the form of a 
general discussion of contemporary problems facing 
members and there was vigorous exchange of views on 
many matters of general interest to the profession 
which augurs well for this new group. 

During the course of the meeting congratulations 
to the Institute were expressed in regard to the publica- 


.tion of the booklet Good Practice Performance which 


was considered to be of benefit to practitioners, but 
which also clearly showed the disparity of charging 
rates. The meeting was unanimous in congratulating 
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the Institute on the publication of the two recent 
taxation booklets and the following formal resoluticn 
was passed: 

"That this meeting congratulates the Institute 5f 
Chartered Accountants in England and Wales, the 
authors and especifilly the President of the Institute for 
their joint efforts in the publication of the booklets 
entitled The Taxation of Capital Gains and The Corpora- 
tion Tax which is considered to be of real service to 
members of the Institute and is greatly appreciated by 
such members.’ 

'The meeting proved useful in providing members 
with the opportunity to meet fellow chartered accourt- 
ants in all branches of the profession in a social atmcs- 
phere. 

"The corporation tax in practice’ will be the subject 
of a talk to be given by Mr Halmer Hudson, F.c.a., 
at the next meeting of the Group to be held on Mondsy, 
November 181, at the White Hart Hotel, High Street, 
Romford, Essex, at 5.45 for 6.15 p.m. Special reference 
wil be made to close companies and there will be a 
general discussion following the talk. 

Further particulars regarding the activities of the 


"^ group are obtainable from the honorary secreta-y, 


Kw 


Mr D. E. Heady, a.c.a., 1874 South Street, Romford, 
Essex. Telephone Romford 44728. 


NORTH STAFFORDSHIRE BRANCH OF 
CHARTERED ACCOUNTANTS 


At the recent annual general meeting of the North 
Staffordshire Branch of the Birmingham Society of 
Chartered Accountants, the following officers were 
elected for the ensuing year: 

President: Mr N. E. Dunning, F.C.A. 

Immediate Past-Chairman: Mr С. W. Blagg, F.C.A. 

Founder Chairman: Mr Е. W. Carder, F.C.A. 

Vice-President: Mr S. R. Woodgett, F.C.A. 

Hon. Secretary: Mr C. C. Bullock, T.D., J.P., F.C.A., 

17 Albion Street, Hanley, Stoke-on-Trent. 

Hon. Treasurer: Mr S. К. Woodgett, F.C.A. 

Hon. Librarian: Mr А. B. Snow, F.C.A. 

Hon. Auditor: Mr С. B. Bennett, F.C.A. 


THE CHARTERED ACCOUNTANT STUDENTS' 
SOCIETY OF LONDON 


Lecture Meeting 


A ‘demonstration of interviewing clients’ will be given 
next Monday, October 25th, when a member of the 
Institute will receive a series of clients, each of whom 
finds himself in circumstances which pose problems 
upon which any practising accountant may be called 
on to advise. The audience will participate. It will 
be under the chairmanship and guidance of Mr 
Douglas A. Clarke, LL.B., F.C.A., a Vice-President of 
the Society and a member of the Council of tae 
Institute, and will be at 5.30 p.m. at The Little Skip 
Club, Bell Wharf Lane, Cannon Street, EC4. 


FOR C.A. 
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Speakers' Course 


'The openirg meeting of this session's speakers' course, 
designed to help members to speak clearly in public, 
will be on the subrect of ‘Hcw to prepare what you 
want to say'. It will be held in the Society's Common 
Room at 43 Londoa Wall, EC2, starting at 6 p.m. on 
Wednesday next, October 27t3. 


SOUTH EASTERN SOCIETY OF 
CHARTERED ACCOUNTANTS 


Sixteenth Students’ Residential Course 


The first part of the sixteenth Students’ Residential 
Course arranged by the South Eastern Society of 
Chartered Accountants was held at the Royal Pavilion, 
Brighton, from Se»tember 27th to October rst (Final 
course) and at the Brighton Technical College from 
September zoth to October 1st and October 4th to 
October 15th (Introductory courses for newly articled 
clerks). An Introductory course for newly articled clerke 
was also held at Maidstone Technical College from 
September r3th tc 24th. Over one hundred and fifty 
students attended from the students' societies within 
the Society's area. 

The courses were introduced by Mr W. H. Minter, 
F.C.A., the President of the Society. Mr Lawrence W. 
Robson, F.C.4., a member of the Council of the 
Institute, spoke at the course dinner, and the Society 
was also pleased to welcome students' society officers 
and principals of articled clerks to the dinner and other 
functions. 

The high quality of all th» lectures and meetings, 
and the fozmal and informal ciscussion which followed 
them received the full apprcval of the students who 
found it immenselv beneficial to be able to supplement 
their normal studies and professional work by expert 
personal tuition. 

It is felt by the organizers that considerably more 
students will wish to attend future courses to be held if 
the educational and social success of this one can be 
maintained, and it is hoped that their attendance will 
again be facilitated as much as possible by the very 
willing co-operation given by their principals on these 
and previcus occasions. 

The remaining students’ residential courses to be 
held by the South Eastern Society during 1965 are as 
follows: 

Introductory course for newly articled 

November rst to 12th. 

Intermediate students’ course December 13th to 17th. 

'The Introductory course vill again be held in con- 
junction with the Brighton Tachnical College, and the 
Intermediate course will be at the Royal Pavilion, 
Brighton. Students within the area of the South 
Eastern Scciety will receive, nearer the time, individual 
notifications regarding these courses. Other students 
wishing to attend should apply for details to the Course 
Secretary, Mr Т. Т. Nash, F-c.a., 33 Lawrence Road, 
Hove, Sussex. 


clerks 
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MANCHESTER CHARTERED ACCOUNTANTS 
STUDENTS' SOCIETY 


New Officers 


At a recent meeting 5f the Manchester Chartered 
Accountants Students’ Society the following officers 
were elected for the ersuing year: 

President: Mr L. Bowrer, F.C.A. 

Vice-President: Mr D. 1. Slade, A.C.A. 

Hon. Secretary: Mr R. M. С. Carter, ВА., A.C.A., 46 

Fountain Street, Maachester 2. 
Hon. Treasurer: Mr G- Н. Brown, МА. 
Hon. Librarian: Mr G.N. Elliott, a.c.a. 


Joint Hon. Auditors: Мт А. Т. Dowd, B.SC., F.C.A., and 


Mr W. A. Bolton, Р.А. 


M Newsletter 


The first issue of a quarterly Newsletter of the 
Manchester Chartered Accountants Students’ Society 
was published last moath and is intended for dis- 
tribution to members 02 the Society and to practising 
members of the Manchester Society of Chartered 
Accountants. Through the Newsletter, the Students’ 
Society Committee feel that a closer contact between 
itself and members will be advantegeous to both, and 
it also hopes to stimu.ate a greater interest :n the 
activities of the Societ: as a whole, particula-ly its 
educational, sporting ard social activities. 


Programme of Meetings 
Three lecture meetings in the Society’s 1965-66 
programme have so far been held and last Thursday 
afternoon members visized the firm of L. Gardner & 
Sons Ltd, diesel manufacturers. The remainder 
of the programme up te the year-end is as follows: 
October 28th: ‘Consolidated accounts’, by Mr K. S. 
Carmichael, Е.С.А. 
November 4th: ‘Bankrurtcy law’, by Mr 5. С. Maurice, 
Barrister-at-law 
November xith: Toint function with Manchester Univer- 
sity Accountancy Society. (Details to be anncunced 
later. 
Nd I8th: (Details to be announced). 
November 25th: Afternoon visit to the Manchester Stock 
Exchange. (Party limied to twenty.) 
December and. Afternoon visit to the Manchester Assize 
Courts. (Party limited to twelve. 


December 9th: "lhe accountant :n industry' by Mr 
О. P. Simpson, F.C.A: 
December 16th: ‘Verification and valuation of assets’, 


by Mr J. К. Melling, F.C.A., F.T.LL, F.R.ECON.S., 
H.M.C.F.A. | 

December 30th: "The presentation of published accounts’, 
by Mr D. Т. Wilkinscn, LL.B., A.C.A. 


CHARTERED ACCOUNTANTS' GOLFING 
SOCIETY 


The autumn meeting о: the Cha-tered Accountants’ 
Golfing Society was he-d at Sunningdale Golf Club 
on September 30th. Tke meeting attracted an entry 
of sixty members. Leading scores were as follows: 


MOTOR UNION 


INSURANCE COMPANY LTD. « ROYAL EXCHANGE * LONDON.EC3 
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Stableford Singles Points 
S. A. Letts (16) (Wins on last three holes) .. 37 
A. M. Milling (13) (Won second prize)  .. 37 
Н. J. Finden-Crofts (17) (Won third prize) - 37 
Stableford Foursomes 
J.T. oe (10) and D. С. Money (Won 
38 

P. H. Blandy (14) and J, B. Charles (8) (Won 
second prize on last nine holes) .. 34. 
J. B. БеНег (29) ) and.D. S. "Thompson (3) - 34 
L J. Finden-Crofts (17) and S. A. Letts (16) 34 


E. H. Head (12) and R. A. Daniel (14) 2 34 
The A. T. Turquand-Young Challenge Cup for the 
best aggregate at the summer and autumn meetings was 
won by M. M. Freeman with 32 points at Moor Park and 
36 points at Sunningdale, a total of 68 points. 
Messrs Futcher, Head, Smith & Co are playing 
Messrs Turquand-Young & Co in the Final of the 
А. О. Miles Challenge Cup. 


CHARTERED ACCOUNTANTS' HOCKEY CLUB 
Annual Meeting 


The annual general meeting of the Chartered Account- y 


C 


м 


ants' Hockey Club was held on September 27th, at 23. 


Bedford Row, London WCr. Mr S. N. Elgar took the 
chair in the absence of the chairman, Mr Charles 
Merriman, who was on holiday. 

'The Secretary reported a fairly successful season 
highlighted by a win over Oxford University Occasion- 
als in February at Oxford. The accounts for the season 
~ despite an increase in membership — showed a small 


deficit mainly due to expenditure on a publicity. 


campaign. 

The fixtures for the coming season will be very much 
the same as last season and the subscriptions will 
remain at 55 p.a. for members and 2s 6d p.a. for articled 
clerks. 

New Officers 


The following officers of the Club for the 1965-66 
season were elected at the meeting: 
Chairman: Mr C. O. Merriman. 
Hon. Secretary: Mr A. J. Hines, Priory Gate, Sudbury, 
Suffolk. 
Hon. Fixture Secretary: Mr Pecker, 221 Goldhurst 
Terrace, London NW6. 
The confirmed fixtures for the coming season are as 
follows: 
Wednesday, November 1oth, 1965, v. Chartered Surveyors 
at Grove Park. 
Wednesday, December 15th, 1965, v. Law Society at 
Grove Park. 
Wednesday, February gth, 1966, v. Oxford University 
Occasionals at Oxford. 
Wednesday, March gth, 1966, v. Insurance H.A. at Grove 
Р 


ark. 
Sunday, March 27th, 1966, v. Inland Revenue at Grove 
Park. 
"Thursday, June 23rd, 1966, v. Purley at Purley (6.30 p.m.) 
Wednesday, August 3rd, 1966, v. Bank of England at 
Roehampton (6.30 p.m.). 


all classes’ 
of insurance 


transacted. 
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Current Doubts 


F the recent public opinion polls are any guide, the rehabilita- 
је of the £ sterling ir. the foreign exchange markets, coupled 
-with the promises implicit in the Natioral Plan, have together 
made a considerable impact upon public op nion. It would be too 
much to hcpe, however, that the speeches delivered at the Lord 
Mayor's D nner to the merchancs and bankers of the City of 
London last week will make an equal impact. This is to be regretted 
since the irage of the national economy that emerges is somewhat 
different from that gained by the public from recent events. 

The immediate issue is whether the Government's restrictive 
measures have yet had, or are likely.to heve, a sufficient effect 
upon the economy. The latest industrial -rends survey by the 
Confederation of British Industries suggests that the economy 
has remained remarkably resilient in the face of a wide variety of 
restraints. While the future is somewhat uncertain, there are 
nevertheles- few signs of any down-turn іп industrial activity or 
proposed investment. In the circumstances it is clear, as the 
GovERNOR ов THE BANK OF ENGLAND seemed to imply in his 
address at the Mansion House dinner, that talk of reducing Bank 
rate at the present time is premature. 

Despite zll the encouraging signs cited by Mr CALLAGHAN of 
the improvement in the U.K. balance of t-ade, the brutal truth 
is that the overseas trade account is still ir. deficit. Even by the 
end of this 7ear the deficit is still likely to be substantial. Whether 
current polxies will enable the CEANCELLOF to steer the economy 
between the Scylla of continuing cost inflation and the Charybdis 
of a renewed bout of stop-go still remains to be seen. According 
to the C.B.I. survey, manufacturers’ investment intentions do 
not appear to have been zdversely affected. so far by the uncer- 
tainties of {ле present situation. It would probably be inadvisable 
at present te grant substantial concessions to stimulate investment, 
but it is surely time that the future of the exis-ing capital allowances 
was clarifiec. Given the present state of the machine tool industry its 
export potential need not suffer from a revival in domestic demand. 

'The immediate problem is whether the Government can afford 
to allow industrial activity to remain unchecked, with the demand 
for labour a- a level at which any effective restraint on increases in 
incomes seems virtually impossible. Whatever the longer term 
merits of tae ‘early warning’ system in respect of prices and 
wages may Ье, there is a desperate need at the moment for policies 
which will cperate both quickly and effectively. Without them any 
optimism regarding the state of the natioral economy must be 
regarded as singularly ill-founded. 
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Surtax Apportionments — II. 


UBJECT to the limitations which we dis- 

cussed last week, what are the principles 

which the Inland Revenue must follow when 
they decide to appcrtion a company's income 
‘among the participators’ under section 78 (1) 
of the Finance Act, 4965? 

The general rule, mot surprisingly, is ‘according 
to the respective interests in the company in 
question of the participators’ (section 78 (5)). 

This repeats sectien 248 (1) of the 1922 Act 
(substituting ‘participators’, with its much wider 
meaning! for members". The cases decided 
on that old subsectioa are of considerable utility. 
In particular, C.H.W. (Huddersfield) Ltd o. C.I.R. 
(42 A.T.C. 219) esteblished that one must con- 
sider the individual's interest as it was at the end 
of the accounting релод. 

This general rule їз much widened, in tke case 
of all close companies, by importing the following 
provisions (originally applying only to investment 
companies) in the 1952 Act: 


(a) the two proviscs to section 258 (3); and 
(b) section 259 (1). 


These provisions -efer extensively to 'loan 
creditors’ and ‘members’ but such expressions 
are displaced by tke word ‘participator’. The 
provisos in (a) appty where the interest of an 
actual participator consists of loan capital or 
debt of the company and a settlement exists under 
which that participator has been or could be 
required to pay over the redemption moneys etc. 
to a beneficiary. The provisos substitute this 
beneficiary as the pzrticipator, and attribute the 
interest to him. This is mandatory. 

Section 258 (1) gives the Inland Revenue a 
discretion to attribute to a participator an interest 
corresponding to what his interest would be if the 
company were being wound up. 

If the company is not a trading company then 
section 260 (minus subsection (5)) applies in like 
manner, i.e. with the substitution of ‘participator’ 


1 See The Accountant for July зга last. 


for ‘member’. Section 260 involves some funda- 
mental modifications of the general rules. In the 
first place the Inland Revenue are not bound to 
have regard to the precise interests of the indivi- 
dual participators (whether actual participators or 
treated as participators); their discretion is 
wider. In the second place, given that an indivi- 
dual is (or is to be deemed to be) a participator in 
relation to a particular accounting period, the 
Inland Revenue are not bound by the situation as 
it was at the end of that accounting period, i.e. * 
the principle established by C.H.W. (Hudders-' 
field) Ltd v. C.I.R. (supra) does not apply (see 
Fendoch Investment Trust Ltd v. C.I.R. (24 A.T.C. 
41). An individual can be treated as a participator 
if the Inland Revenue are of opinion that he is, 
or is likely to be, able to secure that present or 
future income or assets of the company will be 
applied for his benefit, directly or indirectly. This 
factor can also be taken into account in deciding 
the amount to be apportioned to him. 

As to actually being able to secure that income 
or assets will be applied for the person's benefit, ', 
one looks at actualities and not at rights, legal ог | 
equitable. Аз to whether a person is likely to be 
able to secure the application of income etc. for 
his own benefit, the test is very different. It is 
satisfied only if the Inland Revenue are satisfied 
on both of two points: 


(a) that he has transferred assets to the company 
the value of which is not adequately repre- 
sented in the value for apportionment pur- 
poses of any relevant interests he has in the 
company; and 


0) that the persons (directors, shareholders, 
etc.) who have or will have powers affecting 
‚ the disposal of the company's income or - 
assets are likely to act in accordance with 
his wishes (of he is able to secure that such 
persons will act im accordance with his 
wishes). y | 
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These tests apply not only for the purpose of 
bringing in additional participators, but also o 
enable the Inland Revenue to make apportica- 
. ments which disregard the strict rights of ad- 
. mitted participators. In any case references tc a 
married individual extend to that individua?s 
spouse. 

Although so much discretion is given to tre 
Inland Revenue it is nevertheless subject 10 
appeal. Moreover, seeing that apportionments ate 
at the discretion of the Inland Revenue, the taa- 
payer is not bound officiously to assume that zn 
apportionment will be made. If the Inlari 
Revenue wish to exercise their wide powers th-y 
will have to take the initiative. Paragraph 1c <f 
Schedule 18, inter alia, gives the Inland Revemwe 

. Certain inquisitorial powers by incorporatirz 

some of the old surtax apportionment provisicre. 

"They can require any shareholder (or loan crede- 
tor) to say whether or not he is the beneficz=l 
holder, and if not, the name and address of --= 
beneficial holder (section 250 (4)). If they thin« a 
company is a close company, they can require it 
to give particulars of its bearer securities and tre 
persons to whom these were issued (sectica 
250 (5) (a)). From these persons they can requie 
such further information as they require with = 
view to enabling them to find out who the bene- 
ficial owners are (section 250 (5) (b)). They can 

, even require any company (which appears to the 


Inland Revenue to be a close company) to агт: 


them with such particulars (which they murs: 
specify) as they think necessary for the purpozes 
of apportionments. They can also lay down a tim 
limit for this purpose, which must not b= 
less than twenty-eight days (section 264 (5 
These powers, which originally applied separately 
to different kinds of companies, now overlap. I= 
view of section 264, it is difficult to see wa 
section 250 (5) (a) has also been incorporated. Th 
powers conferred on the Inland Revenue 57 
section 264 are also exercisable by the tax inspec- 
tor in relatiori to section 77, i.e. the company must 
give him such information as he thinks necessar> 
for the purpose of section 77. This informatio3 
would, of course, be quite different; the inspecto- 
-is not concerned with individual shareholdings 
and interests in relation to a standard rate assess- 
ment on the company. 
It remains to notice paragraph 14 of ава 
18 which deals with the transition from the oic. 
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system to the new. Paragraph 18 (1) provides that 
neither section 77 nor section 78 is to have effect 
as regards any accounting period falling before 
April 6th, 1966. As regards income arising to a 
company before then, the old surtax direction 
provisions continue to have effect, and extend 
to income of the company chargeable to corpora- 
tion tax. However, in deciding reasonableness of 
distribution for section 245 purposes, account can 
be taken of distributions for a period after April 
5th, 1965 (applying paragraph 9 of the Eighteenth 
Schedule), but only to the extent that they exceed 
the required standard (paragraph 14 (2) (a)). 

Section 249 (5) is also modified. This subsection 
exempts the distributee from surtax on the appor- 
tioned income when it is subsequently distributed 
to him. Paragraph 14 (2) (6) restricts this exemp- 
tion in the same way as does section 78 (7) (d), i.e. 
it applies cnly when the subsequent distributions 
exceed the then required standard, and the quan- 
tum of the relief is cut down in the way already 
explained. 

If a period of account or accounting period 
straddles 1965-66 and 1966—67, then for the 
purposes of sections 77 and 78, and also for the 
old surtax direction purposes, it is to be dealt 
with as two separate accounting periods, but with 
special modifications as to distributions (para- 
graph 14 (3)). Thus if a period of account is not 
an accounting period, a dividend which is paid 
for the period of account (and within twelve 
months after that period of account ended) is 
normally apportioned to the accounting periods 
within that period of account, in proportion to 
the distributable income (paragraph 9 (2)). 
Under parzgraph 14 (3) (a) the dividend is to be 
apportioned according to the proportion which 
the income falling in 1965-66 (computed under 
the old surtax rules but deducting standard rate 
income tax? bears to tbe distributable income for 
the part falling in 1966-67. 

If the distributions for a straddling accounting 
period include disallowed directors' remiunera- 
tion, the proportion applicable to 1965-66 can be 
treated as a distribution for that period, provided 
the company is a trading company. For other 
companies the whole amount is to be apportioned 
to iin 

(Concluded.) 
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Elimination of Intra-group Profit 
in Consolidating Accounts 


by D. C. BEATON, C.A. 


HE purpose of consolidated accounts is to 

show, when a business is carried on by a 

parent company and its subsidiaries, the 
results of the whole business to the members of 
the parent company. 

Since the parent company and every subsidiary 
is a separate legal entity, each with its own 
obligations to its members and creditors, and 
since consolidation is an accounting procedure by 
virtue of which no new legal obligations are 
created, it cannot be expected that the consoli- 
dated accounts will conspicuously display legal 
rights and obligations. Where the method of con- 
solidation is to consolidate the whole of the assets 
and liabilities of a partly-owned subsidiary znd.to 
classify minority interests as if it were a lizbility 
(which is the usual method), it should be borne 
in mind, for example, that although the whole of 
the assets of the subsidiary are shown as assets 
of the group with the intérests of the members of 


the parent company in corresponding contra- 


position; in law those members have no right to or 
interest in the minority members’ proportionate 


share of those. assets.-In the same way, although , 


in the consolidated accounts the. figure of minority 


interests is shown in contraposition to assets 


which include the assets of the parent company, 


the minority members of the subsidiary company ` 
have no legal right to, or interest in, those of the ` 


assets which belong to the parent company. 


Accepted Accounting Principle 
The currently accepted accounting principle .is 
that profit arises at the moment of sale to a 
buyer. Consequently, in the accounts of a com- 


pany with.several departments or processes, . 


profit is taken account of when the final product is 
sold to a party outside.the business. Similarly, 
where a business is carried on by a group of 
companies, adjustments are made in preparing 
consolidated accounts to ensure that there is no 
profit taken credit for on products which, 
although sold by one company to another in the 
group, have not yet at the balance sheet date 
been sold to a buyer outside the group. 

Where a group comprises a parent and wholly- 
owned subsidiaries, adjustments to eliminate un- 


earned intra-group profit are clear. Where there 
are one or more partly-owned subsidiaries con- 
fusion can arise. То take the simplest of examples, 
let us suppose a parent and one partly-owned sub- 
sidiary and that, for the sake of illustration, the 
method of consolidation is to take into tbe con- 
Solidated accounts the parent company's propor- 
tion of the assets and liabilities of the subsidiary ; 
there could hardly be any-conceivable alternative 
adjustment to that alone of excluding from the 


А 


value of stock іп the consolidated balance sheet Í 


the profit element in the parent company’s pro- / 


portion of the cost of products bought from the 
subsidiary, but as yet unsold by the parent com- 
pany to an outside buyer, with a corresponding 
reduction in the parent company’s proportion of 
profit of the subsidiary in arriving at the con- 
solidated profit. 


Minority Interest Method 
One could next assume a parent company and 
one partly-owned subsidiary and that the method 
of consolidation is the common ‘minority interest’ 
one. The effect of consolidation is to take a supra- 


company view of a group of companies and to pre- - 


pare accounts which are directed to the viewpoint 
of the members of the parent company. Where a 
partly-owned subsidiary, has sold products to its 
parent company which are unsold by the parent 


^ company at a balance sheet date, in effect the 


members of the parent company together with 
the minority members of the subsidiary have sold 
the products to the members of the parent com- 


pany. To the extent that the sale is by the mem-. 


bers of the parent company to themselves, the 
profit is as yet unearned by the group and requires 
elimination. То the extent, however, that the sale 
is by the minority members of the subsidiary to 
the members of the parent company, the sale is 


by parties outside the group — ‘group’ connoting. 


the group interests of the members of the parent 
company: 


It is sound, therefore, to regard the cost of that 


part of the product which is proportionate to the 
minority members’ ownership of the subsidiary 
company, that is to say, cost including profit of the 


subsidiary, as the appropriate value to be aggre- 
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gated into the value of stock in the consolidated 
balance sheet, the relevant profit being incluced 
in arriving at the figure of ‘minority interests” in 
the consolidated balance sheet. 

Itis true that it may seem inconsistent with the 
purpose of consofidated accounts to show a true 
view to the members of the parent company, to 
include among the assets part which is valued at 
a figure including profit the whole of which із 
attributable to minority interests. However, cae 
should bear in mind that the basic method of cc a- 
solidation is not logical in that the members of Tre 
parent company have no concern in that part of 
all the assets in the consolidated balance sh=et 
which is attributable to minority interests. T'o 
show that part as a liability labelled ‘minomty 
interests’ does not remove the illogicality of .n- 
cluding it in the first place among assets in mne 
consolidated balance sheet. 

« The inclusion, therefore, among assets in ~he 
consolidated balance sheet of part which is 
valued at a figure including profit wholly attribut- 
able to minority interests, is no more basics ly 
illogical than the whole method of consolidat.on 
itself. It does no more than provide a glarag 
example of. the basic illogicality. In the write-'s 

opinion, such inclusion is correct on the basie of 
the method of. consolidation used, because part 
of the parent company’s stock-has ‘been acquived 
from outside parties, namely, the proporton 
attributable to the minority members of the smb- 
sidiary, so far as the members of the parent ccm- 
pany are concerned; and such part of the stoc= is 
therefore.correctly valued at the cost whick is 
appropriate to a purchase from outside parties. 


Sale by Parent Company 

If one assumes now a sale of product by a-par=nt 
company to a partly-owned subsidiary unsold by 
the latter at the balance sheet date, the positio- is 
that the members of the parent company h=ve 
sold the product partly to themselves and pa-tly 
to outside parties, namely, the minority memkers 
of the subsidiary company. It is right, therefere, 
that in the consolidated balance sheet that par- of 
the product purchased by the subsidiary whic-- is 
attributable to the outside parties is valuec at 
cost including profit (of the parent company), and 
that the consolidated profit should include that 
profit. 


^^ Another possibility is the sale of product by.-ne 


partly-owned subsidiary (say company А. go 
per cent owned by parent company) to another 
partly-owned subsidiary (say company B., 75 per 
cent owned by parent company), the procuct 
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being unsold by company B. at the balance shee. 
date. In this instance the members of the parent 
company have sold the product to themselves to 
the exten: of 75 per cent of the product. То the 
extent of 15 per cent they have sold the product 
to outside parties, i.e. 15 per cent of the 25 per 
cent minority members of company B. To the 
extent of 10 per cent, the product has been sold by 
outside parties, viz. the 10 per cent minority 
members of company А. to other outside parties, 
viz. 10 per cent of the 25 per cent minority 
members of company В. ` 

No elimination of profit is therefore called for 
in respect of 25 per cent of the product, because 
this percentage is attributable to the parts of the 
transaction which are either between two groups 
of outside parties, or betweeri the members of the 
parent company and outside parties. In neither 
case is the part of the transaction intra-group, 
which alone calls for an elimination of profit. If 
the sale had, however, been by company B. 75 
per.cent owned by parent company, to Company 


‚А. 96 per cent owned by parent company, it;is 
sufficiently clear without repetition to aver that 
again the transáction is not intra-group to the 


extent of 25 per cent, so that elimination of profit 
to the extent of 75 per cent only would be called · 
for. 


Other Views Examined 


Differing views have been expressed from time to 
time by authorities on this subject of elimination 
of unearned intra-group profit. In the May 1965 
issue of Accountancy, Mr D. A. Egginton, in his 
article entitled ‘Unrealized profit and consoli- 
dated accounts’, expresses not only his own views, 
but also. before.doing so considers comprehen- 
sively the views, which he quotes, of .other au- 
thorities. In order to test the validity of the views 
of the w-iter of the article now before you, an 
analysis follows of the views of others where they 
appear tc differ from those expressed above. The 
first paragraph of the article in Accountancy reads 
as follows: 

"The elimination of unrealized profit on the inter- 
company stock transactions of a group is a generally 
accepted consolidation procedure. When partly- 
owned subsidiaries are involved, the situation 
changes into a complex of differing opinions on the 
selection of methods for dealing with the minority's 
portion of the transactions.’ 

The first sentence, although correct enough a 
statement in regard to a wholly-owned group, 
appears in itself to sow the seed of confusion 
because in regard to a partly-owned group it is 
not sufficiently precise. The statement would be 
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more accurate if there- were, for example, added 
at the end of the sentence 'unrealized profit 
meaning profit unrealized so far as concerns the 
members of the parent company of the group'. 
Professor B. J. S. Wimble, of South Africa, is 
quoted as stating: 
‘It is axiomatic that, if a concern is liquidated, 
and if its assets realize net the amounts at which 
they appear in the balance sheet, the creditars and 
proprietors of the concern in question will become 
‘entitled to receive the amounts shown in the 
balance sheet as their respective interests.’ 
and Mr Egginton paraphrases this statement as 
а 


. a consolidated balance sheet should show the 
bea and minority interests at the amotnts to 
which the respective shareholders would become 
entitled if the group were liquidated and if the net 
nde realized their consolidated balance sheet 
values. 


The purpose of consolidated accounts is vir- 
tually always to show the state of affairs of a zroup 
as a going concern, so that emphasis on liquida- 
tion as a decisive factor is out of place. Moreover, 
as pointed out above, consolidation is a process 
which deliberately violates the sanctity of the 
separate legal entity of the constituent companies, 
so that a consolidated balance sheet cannot be 
expected exactly to portray legal rights and 
obligations. То the extent that consolidated 
balance sheets do so, so much the better; but 
mere desirability is not sufficient to constitute a 
paramount factor. 


Single Undertaking 
Mr Peter J. Dickerson is credited with the 
view that a group should be viewed as a single 
undertaking and that profit should be calculated 
from the viewpoint of the shareholders in the 
holding company; since no inter-departmental 
profit would be included in the valuation of the 
stock held by a company, ‘no part of any inter- 
company profits should be included in the con- 
solidated figure of stock-in-trade’. Mr Dickerson’s 
view agrees with the writer’s in principle, but his 
principle is wrongly interpreted where he goes 
too far in asserting ‘no part of any inter-company 
profits should be included in the consolidated 
figure of stock-in-trade’ because to the extent 
inter-company profits are attributable to minority 
interests, or to such part of a transaction as is 
attributable to minority interests, it is wrong from 
the viewpoint of the shareholders in the hclding 
company to eliminate рор which is not intra- 


group. 
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The American Institute of Certified Public 
Accountants is quoted as recommending: 

"The complete elimination of the inter-company 
profit or loss is consistent with the underlying 
assumption that consolidated statements represent 
the financial position and operating results of a 
single business enterprise.’ 


Here the statement fails from lack of precision. 
Where the ‘single business enterprise’ is only a 
partly-owned group, then not ‘complete’ elimina- 
tion but only partial elimination is appropriate 
because it is ‘the financial position and operating 
results of a single business enterprise’ so far as 
concerns the members of the parent company 
that is the objective. 
Mr Edward J. Smolinski is quoted as writing: 
‘Although the consolidation process transcends 
the legal separateness of the constituent companies, 
it cannot transcend the existence of the minority’s 
unique interest.’ 
and is credited with the view that only the parent’s’ 
share of any inter-company profit should be 
eliminated and that the minority’s share of the 
profit should be included in the accounts as a 
cost to the majority, although separately reported. 
This view accords substantially with the writer’s, 
but it seems questionable whether there is any 
need to report separately un-eliminated minority’ 8 
share of the profit included as cost to the majority. 
The quoted reason might, however, be better 
expressed. Although the consolidation process 
transcends the legal separateness of the con- 
stituent companies, if the method of consolidation 
used is to consolidate the whole of the assets and 
liabilities of partly-owned subsidiaries, then the 
consolidation process cannot transcend the exist- 
ence of the interests of the minority which of 
necessity must be taken into account on the other 
side, despite the fact that this is not of concern 
to the members of the parent company except as a 
deduction from the whole to arrive at their part 
of the whole. 


Reason for Adjustment 


Mr Egginton in his article writes: 


‘Clearly, the main reason for the айынан 
must lie in the prevention of any over-statement of 
profit. This conforms with the accounting conven- 
tion that any “profit” which is not verifiable from 
external transactions must be viewed with extreme 
scepticism, and may be recognized only in excep- 
tional circumstances. It is important to recognize 
that the accountant’s implicit motive is a con- 
servative one; he regards any inter-company stock 
transaction as susceptible to profit inflation, and 
wishes to avoid the possibility of recognizing any 
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profit which may not be realized. Since the reason 
for elimination is that the unrealized profit may not 
be realized, a logical approach demands that the 
profit be treated as if it will not be realized.’ 


+ "The inference that the accountant’s wish to avoid 
* the possibility of recognizing any profit which 
may not be realized is the cardinal motive for 
elimination seems to be mistaken. Rather the 
reason is ‘that any “profit” which is not verifiatle 
from external transactions must be viewed with 
extreme scepticism’. The reason why a profit or a 
transaction between companies in a group, where 
one or both are partly-owned, does not require 
elimination so far as it refers to minority interes-s, 
which are outside so far as the members of the 
parent are concerned, is because to that extent 
the profit is verifiable from external transactions. 
The concluding sentence of the above-quoted 
paragraph seems to be unsound because it is 
x surely expected that the profit will be realized 
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in the succeeding accounting period. The profit 
is eliminated as ‘unrealized’ because it has not yet, 
as at the balance sheet date, become realized by 
crystallizing into an external transaction. The 
subsequent reasoning in the article is also hard to 
follow and leads to the unsound conclusion that, 
despite minority interests, the full amount of the 
profit shculd be eliminated, under the author's 
formula which he calls the 'separate entities 
approach' — an approach founded on the view that 
‘, . . separate Јерг! entities must be acknowledged 
if the accounts are to reflect the reality of legal 
responsibility', a view that ill accords with a con- 
solidating process which transcends the legal 
separateness of the constituent companies. 

It seems probable that current British practice 
and the principles advocated in this article are 
largely in accord. However, a good purpose will 
have beer. served if doubt as to the right principles 
and methods has been dispelled. 


A New Zealand Accountant Looks at Britain 


CONTRIBUTED 


entirely based on personal observations 

and have no ‘official’ backing. Nor have I 

consulted statistics of trade, commerce, etc., to 

, support the views I am setting down. As in the 

/ «ease of all generalizations, there are certain to зе 

specific examples which disprove my commen:s. 

However, I hope that readers will find them con- 

structive rather than contentious, and that they 
will stimulate interest. 


T= comments reflected in this article are 


Future Professional Trends 


In New Zealand, the Society of Accountants is 
the controlling body for both public accountants 
and for accountants in commerce, industry, exc. 
This arrangement has certain advantages, рғг- 
ticularly for a country with a relatively small 
population (24 million). The Cost Accountants’ 
Institute in New Zealand is at the present time 
a post-graduate body linked by affiliation with 
the Society. Thus the whole accounting pro- 
fession in New Zealand may be said to speak with 
7 one voice. The examinations for public account- 
ants (F/A.P.A.N.Z.) and registered accountants 
(F/A.R.A.N.Z.) are the same. However, a 
public accountant must apply to the Society 
and must contribute to the fidelity fund, befcre 


The author of this article — which might perhaps 
have been alternatively entitled ‘As others see us! — 
is a member oj the New Zealand Society of 
Accounzants whe has recently returned home after a 


two-year period in Britain gatning practical 
experierce in E.D.P. applications. He is also a 
Fellow of The Institute of Cost and Works 
Accountants. 





he can ‘put up his shingle’. It is possible for a 
registerec accountant to transfer and enter public 
practice providing he meets the requirements. 

At the present time, this one-body system has 
something to commend it over the multi-body 
system of accounting organizations which operates 
currently in the United Kingdom. However, in 
the future, with the need for specialization 
because techniques such as E.D.P., O.R., ete., 
are being used more widely, problems may arise. 
Perhaps Һе solution would be an accountancy 
body with a common Intermediate level examina- 
tion and then separate Final level examinations 
in the specialist activities. To specialize in this 
manner after the Intermediate examinations 
may, in fact, be at too early a stage. 

Another possible answer, which to an extent 


z 
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is already provided ir: New Zealand by the post- 
graduate Cost Institute examinations, would be 
the development of 3 number of post-graduate 
examinations, These examinations could cover 
subjects such as costing, management accounting, 
. and E.D.P. Thus th« introduction in the U.K. 
of the new post-graduate Joint Diploma in 
Management Accousting' Services may be a 
signpost to the future trend in the accounting 
profession both here. and overseas. I think the 
Joint Diploma approach in the U.K. is a most 
interesting development. 


Attitude to Change 

Ап accountant from the U.K. arriving in New 
Zealand would be,sub ectto a barrage of questions, 
both about the U. K. generally and about account- 
ing techniques in use there. These. questions 
would be put because of a genuine interest in 
learning about new ideas and accounting methods. 
On the other hand, an accountant from New 
Zealand arriving in Britain seems to be asked 
some polite questiors about his country, but 
is not quizzed about accounting techniques there. 
Now whether this is due to British reserve or 
because of a subconscious feeling that nothing 
new can be learned fom overseas, I just do not 

ow. It may. be a mixture of both. - bm 

In general there does not seem to be the 
willingness to learn which is found overseas in 
new’ countries. I wonder if this is because, in 
new countries, the first settlers had to learn a lot 
quickly in order to survive. and this need or 
desire for learning has been sustained to the 
présent day. In an old country, with more 
settled conditions, the same urgency was not 
experienced and people in general have not been 
subject to a ‘climate of change’. 
. These thoughts seem to be borne out by the 
way Britain lost her 2arly lead in computers. A 
limited number of p-oneers pushed ahead, but 
with the generally slcw attitude towards accept- 
ance of new ideas, this lead was lost. I have been 
in the U.K. gaining practical experience of E.D.P. 
applications, having :ravelled here at my own 
expense. My case is certainly not unique. А 
relatively sizeable number of accountants from 
Australia and New Zealand undertake overseas 
trips to gain ехрепелсе of new techniques. In 
proportion to population, it would seem that 
more undertake the long trip than British 
accountants cross the Atlantic. Is this sympto- 
matic of a lack of willingness to accept change and 
new ideas? . 
. Iam nota trained economist, so it may be rather 
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rash to make comments upon the general economic 
picture. However, on the basis that the spectator 
sometimes sees more of the game than the 
players, I venture some random thoughts. 

I sometimes get the impression that the whole 
British economy — particularly as it relates to 
overseas earnings — is catried on the backs of 
relatively few companies. For example, if by 
some ‘supernatural disaster’ I.C.I. just dis- 
appeared overnight, what would happen to 
Britain's balance of payments position? 

Has anyone prepared statistics showing the 
combined overseas earnings of the largest com- 
panies in the U.K. and related this figure to the 
national total of export earnings? The result 
might be instructive. I have a feeling that in the 
case of the smaller exporters, the gains on a. 
national basis might not be worth the candle. 
We have been told that in aircraft and in com- 
puters there is over-diversification. Is the activity у/ 
of the smaller exporter another case of over-/ 
diversification of effort? 

Perhaps the optimum economy should consist 
of a number of large organizations, export 
earners, who are able also to meet some home 
demand. 'The balance of home demand would be 
met by relatively small specialist firms who make 
no effort to export. Judging by present-day 
results, the existing structure (including medium- 
sized companies) does not operate as efficiently 
as desired. There is the thought that today's 
middle-sized company is the big company of 
tomorrow, but this truism may be amended in the , 
future. It is possible that a pattern of only large ° 
and small companies may develop by mergers, 
economic pressures, etc. 


Lost Ground 


Another impression I get is of the lack of 
acceptance of new ideas and the unwillingness to 
change. I have mentioned this specifically in 
relation to the lost lead in computers; however, I 
think this resistance to change and to new ideas is 
a general characteristic and very widespread. 
There is a lot of publicity about modernizing 
Britain, but I wonder if.it is fully realized how 
much leeway has to be regained? 

A future factor in the overseas economic field 
is the potential strength of Japan as an export 
competitor. Both Australia and New Zealand 
already have considerable trade with this Pacific ` 
power and I do not think that in Britain the 
future Nipponese challenge on a global basis is 
generally appreciated. At the present time Japan 
is a world leader in shipbuilding, motor cycles, 
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and light industrial products such as typewri-ers, 
binoculars, transistors, etc., and under freely 
competitive conditions the Japanese car exporters 
would give British manufacturers a shock. Items 
which are ‘extras’ by U.K. thinking are regarded 
as standard items of car equipment by the Japanese 
and included in their competitive sales prices. 

Japanese manufacturers go to great lengths to 
‘tailor’ their products to suit specific marke-s. 
For example, a large country like Australi is 
not regarded as one sales area but is split up 
according to climatic factors etc. and the product 
is developed accordingly. 

Overall, I feel that Britain could do a lot more 
in the export battle. Indeed, sometimes one feels 
that to overcome the balance of paymerts 
problem Britain must either make a major oil 


P 


Tax Topics 


CAPITAL GAINS AND INFLATION . 


МЕ has been written on the new capital gains 
taxation in Britain, and one of the most freq епі 
NE complaints against the tax is that it takes no account 
of rising prices. In the longer run, it is common 
knowledge that much of the gain will be in menzy 
terms but not in real terms. So far, however, no one 
has attempted to make any quantitative estimate of 
the burden entailed by the new tax. 
In an article in the current issue of Lloyds Paak 
Review (October), Professor A. J. Merrett осіѕ 
forward and illustrates the argument that ‘most tax- 


payers will be considerably worse off under the new . 


capital gains tax than they would be under a rigo-o.1s 
system of capital gains tax on the basis of accrual’. 
By accrual 18 meant that a tax is charged annuall; on 
the appreciation in the value of the asset anc поё on 
the gein ultimately derived on its realization. 
Professor Merrett estimates that in the case of an 
investor in equities with a 6 per cent dividend y-eki, 
assuming the dividends increase by about 54 per zent 
per annum, then, with inflation at 4 per cent per 
. annum, if the investor realizes his shares in ten years’ 
Ac time, for individuals paying tax at зо per cent the 
equivalent annual tax on real capital gains is 76 per 
cent. If inflation were at 3 per cent, the tax rate would 
be 47 per cent. The difference between the effective 
rate in this hypothetical case, as the result of only 
slightly differing rates of inflation, is marked. 
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strike in the North Sea, or join the Common 
Market and ultimately beccme more economically 
viable (after a rough passage while increasing 
efficiency to cope with competition within the 
E.E.C.). Or possibly even both these develop- 
ments may be necessary. 


_ Conclusion 


I trust that the reader has rot gained the idea that 
I think all is perfect in New Zealand and all is 
bad in Britain. The thouzhts I have set down 
are intended to be constructive comments and it 
is hoped that they will be received in this spirit. 

Is it too much to hope that perhaps a British 
accountant who has visited New Zealand may 
be promoted to give his impressions of the 
profession and the economy there? 





INTERNATIONAL COMPARISONS 


FINANCIAL note in one of the leading Sunday 
ewspapers commented that since taxes in 
Germany weré much the samé as in Britain, the 
assertion that taxation ‘was a major factor in dulling 
incentives to exporters in Britain could hardly be 
sustained. This is not the fizst time that such com- 
ments have been made, but two observations thereon 
seem worth making. ur 2. 

The first is that international tax comparisons аге 
extremely difficult to make. Tt is not sufficient merely 
to compare the rate scales of tax chargeable on given 
levels of profit or income. Admittedly, the overall 
effective rate of tax on company profits in Germany 
is about the same as in the U.K. But against this there 
is the very mucha more favourable treatment of 
distributed profits. Thus, the general rate of tax is 
51 per cent on undistributed: profits and 15 per cent 
on distributed profits. Private companies, or what we 
now call Доу held corporations, are subject to 
somewhat similar rates. On the other hand, income 
taxes are significantly lower in so far as certain 
personal expense, such as premiums in respect of 
life insurance, and wages, ctc., are allowable; but 
more especially the adoption by Western Germany of 
the American practice of income-splitting makes a 
tremendous difference to the effective rate of tax for 
the higher income earner. 

On the more general issue of tax rates, one may 
make the observation that it is not so much the actual 
rates themselves which are significant, but rather 
how the individual feels about them and responds to 
them. There must surely be зоте significance in the 
fact that some of the best brains in the country аге 
being employed to an ever-increasing extent on 
devising tex avoidance measures for their clients. 
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TAXES AND POLITICS 


S most readers will be aware, there has been a 
substantial reform of French company taxation 
and capital gains taxation. Judging by an article by 
M Ј. Е. Popineau in The Investment Analyst (October) 
the changes are substantial and extremely complex. 
What is interesting is ће author's observation that 
‘the methods of practical implementation of these 
taxes would be so vared that they cannot yet be 
specified’. One cannot help but think of Adam Smith's 
assic canon of taxation, i.e. that taxes should be 
certain. However, the nain feature of these changes 
lies first of all in a more-generous treatment of capital 
gains, e.g. short-term gains arising from disposal of 
assets held for less thar two years, while in the field 
of company taxation, tax credits will be granted in 
respect of distributed p-ofits already taxed at source, 
ie. harking back at least in principle to the old 
United Kingdom system. 

Perhaps the most icteresting aspect of all these 
changes is that whereas according to the author, the 
changes ‘will appreciably lighten the fiscal burden on 
shareholders who had -heir domicile or their regis- 
tered office in France . . . the situation of non- 
- resident shareholders does not seem to be improved 
in comparison with present conditions'. Although the 
author nowhere mentons the fact, the chan 
clearly have something to do with President de Gaulle's 
views on American direct investment in France. 

Last, but not least, of the points made by the author 
which reflect interestngly on current views in 
Britain, is that the fiscal measures relating to mergers 
and similar transaction: are ‘certain to facilitate the 
concentration of firms within the framework of the 
Fifth Development Plas’. 


* + + * 


LOCAL TAXES 


НЕВЕ has been mech discussion in Britain as to 

the possibility of supplementing the locai rate 
with other taxes local im character. Generally speak- 
ing, while it has proved possible in the United States 
and Canada to utilize local sales taxes, such imposts 
would not be regarded as practicable in the United 
Kingdom. First, the degree of local control reflected 
in variation in rates Letween different authorities 
would, in such a closely-knit country, prove imprac- 
ticable. Second, to the extent that the rates would 
inevitably be, in genera., forced down to a common 
level, it would be muca more logical and adminis- 
tratively easier to transfer the equivalent revenues to 
local authorities via Exchequer grants. 

It would, however, be interesting to learn more 
about the local taxes operating in Japan. In an article 
in the Bulletin for Interrational Fiscal Documentation, 
the author sets out a list. but unfortunately no further 
information is provided. It would be interesting to 
know just how these taxes operate; they are as follows: 


Prefectural tobacco consumption tax, local enter- 
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tainment tax, eating, drinking and lodging tax, 

municipal tobacco consumption tax, light-oil delivery 

tax, electricity and gas tax, bathing tax, real property 

acquisition tax, timber delivery tax, hunter's licence 

tax, hunting tex, mineral product tax. 

The reader will be intrigued tq learn that there is 
a further string of local taxes on both incomes, 
corporate and individual, as well as upon vehicles 
and property. Perhaps there is, after all, something 
to be said for the local rate on the British pattern. 


+ * * * 


THE NEW TAXES 


PEAKING at the Corporate Management Tax 

conference in Toronto earlier this year, Mr 
Alun G. Davies, of the Rio Tinto Zinc Corporation, 
had some critical observations to make on Mr 
Callaghan’s proposals. Illustrating the impact of the 
new corporation tax on British companies with over- 
seas subsidiaries, he pointed out that the net return 
of a United Kingdom shareholder in a United 
Kingdom company with all its interests in Canada' 
would be only 16 units out of 200 units of profit, 
compared with 38 units received by the United 
Kingdom shareholder in the United Kingdom com- 
pany with entirely domestic interests. Mr Davies 
pointed out that even if these companies ploughed 
back the same proportion of their profits, the com- 
pany with overseas interests would still be paying 
much more in taxes than the domestic company. 

This, of course, is the object of the recent legisla- 
tion, as Mr Callaghan has been at pains to stress. 
The real question which has not yet received a 
satisfactory answer is whether such discrimination as 
the new corporation tax entails against overseas 
investment is in the longer run interests of the. 
economy. Given the increasingly international char- 
acter of business and trade and the growing need, 
particularly among the emergent territories, for 
domestic companies to secure their footholds in such 
markets by the establishment of local companies, 
such heavy discrimination does not seem well 
designed to ensure the massive increase in British 
exports that is needed if the National Plan is to be 
fulfilled. 


* * » * 


WEST EUROPEAN TAXES 


ANY readers will be familiar with the Guide to 

Taxation in Western Europe, published annually 
by the Federation of British Industries since 1959. 
The issue for 1965, produced under the auspices of 
the new Confederation of British Industry, follows 
its predecessors in style and seems even more volu- 
minous and comprehensive than before. It is an 
unique publication, and an extremely helpful source- 
book. Readers wishing to acquire the new edition 
may do so from the Confederation of British Industry, 
21 Tothill Street, London SW1, for 305 post free. 


~ 


October 30th, 1965 


THE 
ACCOUNTANT 


(ХД 





Every rational doubt about computers scattered 
by NEW 1.C.T. 1901! 


Lone ddr ex pube bales пао 
machine provides full-scale computing at 1 
cost every business can afford. It meets ani 
destroys the doubts that Managements oftex 
have about computers. (Doubt-destroyinz 
facts: the1901 needs no expensive special roong 
no extensive staff training; and really is low- 
priced.) It does in fact bring full-scale, long- 
term computing bang within the reach ci 
thousands—yes, thousands—of organisation: 
who have been hesitating to take the compute: 
plunge. Неге are the special benefits it offers. 


1. Inonly 4days yourstaff can learn how to use the 1907 | 


2. Only minimum air filtration is needed; no expensive 
false flooring, total air-conditioning, etc. 


3. Tho 1901 has new push-in (cassette-loaded) mags- 
netic tape decks! Simple to use and low-priced. 


а. It has proven reliable circuit packages. (Use= 
throughout the 1900 Series.) 


5. The 1901 isa sound long-term investment. It has full 
program and data compatibility with the rest of the 
1900 Series, and uses L.O.T. Standard Interface. This 
means that your initial capital outlay is protected, (Ask 
us to prove to you Low this is 801) 


Check up on the new 1901! 

Ifyou’re hesitating about buying a compuüter—I.C.T. 
say just this. We know it’s a serious decision. That 
it needs hard facis. And cool appraisals. We will 
gladly provide all the facts about the remarkable 
1901, and help you in any other way we can. Why 
not as a first step ask for a brochure—or for some- 
one who can interpret your problem in terms of a 
computer to come and discuss the matter with you. 


Internationa] Computers 
and Tabulators Limited 





ТОР. Bales Headquarters, Bridgs House, Putney Bridgn, London 8W6. Tel. EMNown 3322 


С.Т. has taken the risk out of choosing a computer 
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WORLD-SCALE 
EXPERIENCE OF 
MECHANISED 


ACCOUNTING FOR 


YOUR SIZE 
OF BUSINESS 


The ABC of Olivetti Audit accounting 
machine users in England, Scotland, ire- 
land and Wales Includes Accountants, 
Airlines, and Automoblie Manufacturers; 
Banks, Bookshops, and Bullders; Carpet 
Manufacturers, Civil Engineers, and Co- 
operative Stores. The rest af the alphabet 
Is Itkely to Include YOUR trade or pro- 
fesslon among the Shoes and Ships and 
Secretarial Bureaux, and Cables, and 
Kitchen Equlpment. ` 

Each Olivetti accounting machine Is 
flexible through four Instant programmes 
with additional programme panels easily 
fitted; operates with both-ways carriage 
movement; is simplified down to only 
eleven keys- with figures; has a simple 
two-chojce operating. routino. Each has 
а complementary model with built-in tape 
punch to integrate with any data pro- 


. cessing system based on any computer. | 
` One machine oan mechanise your sales 


ledger; purchase ledger; nominal jedger; 
cheque-writing with cash book prepa- 
ration; payroll records Including tax 
cards and pay advices; cost-arialysis 
records; and provide you with stock 
control and movement summaries with 
automatic stock action advices. 

You'll get your money back by getting 
statements aut faster and pald eariler; by 
stopping mistakes; by more economical 
stock management. 





Olivetti machines do more, cost leas 
Surely there must be some way in 
which your firm could benefit from 
Olivetti experience of low-cost mech- 
anised accounting. Should a repre- 
sentative call? Would you llke to have 
more information at this stage? Please _ 
write or telephone. ; 


BRITISH OLIVETTI LTD 


30 BERKELEY SQUARE, LONDON W1 


TELEPHONE HYDE PARK 5011 


д 
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1 Weekly Notes 


SURVEY OF HOUSEHOLD EXPENDITURE 
HE 1964 Family Spending Survey by -3e 
Ministry of Labour has now been publisked 

which shows the changes in spending habits over Һе 
five years 1959 to 1964. Between the average years 
1959 to 1961 and the year 1964, household expen-i- 
ture went up by 19 per cent. It is apparent taat 
income tax and local rates took a larger amount 5f 
available income before expenditure on freely aval- 
able income started. 

Motoring, holidays, drink and domestic he-p 

showed significant increases and there was a fall n 
‘ shoe repair expenditure which is presumably com- 
plementary on the other side to the rise in motoriez. 
Coffee and soft drinks were displacing tea and cocoa 
and а good deal more money was spent on ice-cream, 
sweets and potatoes and on flour confectionery. 138 
was spent on eggs and very little more on cheezs. 
Beef was still an important item of expenditure. ` 
Among consumer durables, telephones and cent-al 
heating made a poor showing. It also comes out in t-e 
survey that a higher proportion of tenants in privz-e 
property are poor (mainly pensioners) than in council 
houses. More one-fifth of council houses are 
occupied by families with weekly incomes of £30 ог 
more. The mal-distribution of housing space causzd 
at one extreme by old people living in larger housizg 
ss nite than they require and at the other extreme zy 
local authorities housing families which do not ne=d 
subsidized accommodation (but may, of course, hae 
done во when they first moved in) is well known. T=e 
survey, however, provides one more set of statistics io 
underline the problem. 


REVIEWING THE RATES 


HE distribution of the rate demands for tae 
second half-year has coincided with the public— 
tion of Rates and Rateable Values in England ага 
Wales, 1965-66, by the Ministry of Housing ari 
Local Government. The main fact to emerge is that 
in the current year, aggregate rate revenues = 
England and Wales will exceed £1,100 million, af 
which the domestic ratepayer will contribute just 
under 50 per cent. These figures serve as a remind. 
that the coming year will see further increases in local 

. authority expenditure and, no doubt, a further outcz 

+ against the mounting rate charges. `- : 

' Бог such reasons it is hardly surprising that Бома 
the Government and other interested bodies азе 
actively reviewing the possibilities of alleviating some 
part of the burden on the domestic ratepayer. Мс 
Géorgé Brown gave воће indication of the Goverr- 
ment's present trend of thought when he intimate 
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that the general grant would be transformed and that 
the education grant would, it would appear from his 
remarks, become a specific grant. Мо reference was 
made to the rate deficiency grant, but this almost 
certainly is to come to an end. Proposals to assist 
the hard-hit pensioners are also promised for the 
coming parliamentary session, but in the last resort 
all that these proposals amount to is a shifting of the 
costs of Iccal government services from the citizen 
qua ratepayer to the citizen qua taxpayer. If such a 
transfer resulted in a more equitable tax burden, it 
would be welcome. If, however, as seems likely, 
much of the additional revenue will have to be raised 
by outlay taxes, then it is questionable whether the 
rate is any worse than some of the taxes which will 
be substituted for it. 

‘Such considerations are implicit in the recent 
proposals from the Association of Municipal Corpora- 
tions, wheze the emphasis lies upon new sources of 
revenue to relieve local ratepayers. At best their 
suggestions for a tax on road congestion, advertising 
and on betting and lotteries. as well as hotels, would 
contribute a useful supplement to the basic rate 
‘revenue. Even the Association concede that at best 
such supplementary revenue would merely slow down 
the pace of increase in rate revenues rather than 
replace them. 

'The defect with any tax on betting of any size is 
the very real danger that this activity would be 
driven underground once more. The charge on 
advertising sites and road congestion may have some 
merit, but the hotels will reasonably feel that Mr 
Callaghan's recent efforts to trim the business man's 
expenditure are sufficient for the time being. 


MANUAL AND WHITE COLLAR WORKERS 


HE Prices and. Incomes Board has laid down a 
new principle in its decision on the pay dispute 
affecting clerical and administrative workers in the 
electricity supply industry. Тће Board has said that 
manual and technical workers in the electricity supply 
industry have received pay rises to compensate for 
major changes in working practices. In consequence, 
clerical and administrative employees must have com- 
pensatory increases. . | 
Speaking at a Press conference on Monday of this 
"week, the chairman of the Prices and Incomes Board 
estimated that the employer's offer covering 53 per 
cent of white collar workers (the lower paid ones) 
would be worth about 3 to 4 per cent to older em- 
ployees and about & per cent to younger ones. These 
pay rises would be additional to the present three- 
year pay pact for administrative and clerical staff in 
the industry which gives an average increase of 3:2 
per cent for each of the calendar years 1964 to 1966 
inclusive. Ав regards the remaining 47 per cent of 
employees, the Board recommends that the employ- 
ers and unions should now discuss the salary structure 
with the same intention of reducing what the Board 
calls ‘the sense of disturbance’ arising when pay 
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increases are négotiatec for one set of employees and 
not for another. The Electricity Council is thought 
to be sympathetic to these suggestions. 

Thus the Prices ard Incomes Board has laid 
down the principle of a disturbance allowanze for 
white collar workers when manual workers benefit 
under productivity agr»ements, although it is critical 
of the ‘bonus’ scheme and productivity pact in this 
particular case. It has in fact been brought into the 
dispute at a difficult 5oint. The pay increases for 
lower grade white collar workers from 3 to 8 per cent 
had already been agreed between employer and the 
unions. The point at dispute was the timing of the 
pay increase and its extension to higher grades and 
on overtime, Saturday and shift working. Тће Board 
was therefore faced to come extent with an agreement 
already worked out b- the two parties. The Board 
points out that there were no economic grounds to 
justify the union's orizinal claim and that the offer 
made by the supply authorities went beyond any- 
thing which could Бе conveniently fitted into a 
national incomes policy. The subsidiary claims put 
forward by the unions are rejected by the Board, but 
the union must be wel satisfied, and so would other 
unions too, that ‘dis-urbance’ payment should be 
made to white collar workers when manual workers 


get a pay rise. 


CHOICE IN WELFARE 


IJ e with the operation of the 
` National Health Scheme is not restricted to the 
medical profession as the growth of private and group 
medical insurance schemes reveal. A survey by Mass- 
Observation on behal“ of the Institute of Economic 
Affairs (Choice in Welfare 1965, 5 gns) suggests that 
there is a widespread feeling among the public that 
the standardi welzare services, including health 
and education, provided by the State nowadays falls 
short of what the public would wish for. 

The survey questioned a sample of 2,018 married 
men throughout Britain to ascertain whether they 
would prefer to see -he present State structure of 
welfare services replaced by individual insurance and 
State-provided vouckers in part payment of costs 
with a corresponding decline in taxation and National 
Insurance contributions. The object of sach ап 
exercise is to permit the individual a greater degree of 
choice with particula- reference to quality and type 
of service than is practicable with the uniform 
standards of the present State welfare schemes. 

The underlying thesis is that as society becomes 
more affluent, the incividual citizen is both able and 
willing to his own responsibilities, leaving the 
State to cater merely for the minority of the com- 
munity which either -hrough ignorance, mismanage- 
ment or poverty is incapable of dealing with its own 
social needs, Perhaps the most striking feature is the 
extent to which in recent, years the Institute of 
Economic Affairs bas forced responsible public 
opinion to think about and discuss these particular 
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issues. The recent proposals regarding the finance of 
university education by loans rather than by outright 
grants stems from this particular source. For anyone 
who views with concern the growth of State inter- 
vention in the individual's daily life, this report from , 
the Institute should provide thought-provoking 
reading. 


SELLING AT THE DOOR 


T Consumer Council has asked the Board of 
Trade to make all first sales over the doorstep of 
more than £2 in value subject to the seventy-two 
hour cooling-off period which now applies to hire- 
purchase sales and credit sales of over £30 in value. 
The Government has also been asked to consider a 
further statutory safeguard to identify the salesman 
and his pepo from the beginning of his approach. 
One way of doing this, it is suggested, might be to 
make a salesman produce an identification card of 
some kind when he calls. d 

'The scheme for a cooling-off period for doorstep: 
sales has been advised by the Retail Credit Federation 
working in collaboration with the Consumer Council. 
'The Council says that identification of a salesman 
would present problems of enforcement, but it might 
be а deterrent to doubtful practices without embar-: 
rassing reputable salesmen. The cooling-off period is 
limited to first sales so that reputable salesmen 
making regular calls are not hindered in their 
business. 

The Retail Credit Federation has supported the 
cooling-off scheme but thinks that identification 
cards or chits for salesmen would be impracticable. 


INDUSTRY AND THE SCHOOLS 


REPORT published at the end of last week? 
by the Joint Standing Committee of the Fed- 
eration of British Industries, the Headmasters’ 
Conference and the Incorporated Association of 
Headmasters examines the problems facing industry 
in recruiting school-leavers and graduates, and sets out 
what has been and still needs to be done to attract a 
greater proportion into industry. 

The report, which was approved at the last council 
meeting of the F.B.I. before the Confederation of 
British Industry was formed earlier this year, urges 
the adoption by schools and companies of more 
positive steps to remove misconceptions about 
industry so that greater encouragement may be given 
to students in taking up the applied sciences. It 
points out that although manufacturing industry 
accounts for over a third of the gross national pro- 
duct and the engineering industry for nearly half 
the country’s exports, both failed in 1962 to attract 
more than 36 per cent of all students in science and 
technology combined. In 1965, of the 17,193 men 
and 5,870 women who were awarded first-class 


1 Industry and the Schools, Confederation of British Induatry, 
21 Tothill Street, London SW1. Price 1s net. 
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degrees, only 2,969 men and 283 women ente-ed 
manufacturing industry. 
Young people have. not shown ienaa reluc- 
tant to take up scientific or technological careers, 
. States the report, once the opportunities are cleacly 
presented and the facilities for study and training are 
readily to hand. Many pupils, however, are influenced 
consciously or unconsciously away from these stud es 
by teachers who have little knowledge or experierce 
of the careers for which their pupils should be pre- 
paring. Other reasons stated are the lack of clear aad 
objective careers information, the shortage of matte- 
matics and science teachers, the inflexibility of дерзее 
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courses, aad the poor public image of engineering 
and engineering tr: 

То right the matter, industry and education, the 
report declares, must work together with a common 
aim towards a better preparation of young men and 
women for a full and effective contribution to the 
national needs. Industry must make its career struc- 
ture more attractive to the enterprising student and 
schools must establish a careers advisory service as 
an integral part of their educational provisions. The 
report emphasizes that these tasks are urgent and need 
to be undertaken through combined efforts locally, 
regionally and nationally. 





by Ап Industrious Accountant 


CHAPTER 300 


WAS looking through the list of month-ead 

balances due on the staff personal accounts. All 
our staff shop extensively around the store, their 
terms of instalment payments being governed dy 
specific rules of a definitely generous nature. These 
rules must be closely observed as this is an агза 
peculiarly susceptible to abuse. 

The act of looking through the balances is probaly 
open to the raised eyebrow among the purists in oar 
„әсе. Some say it offends against the principles 5f 
^x delegation. Ignore such paltry details, they urge; 
` assume the transactions are satisfactory unless 

evidence to the contrary rears its ugly head; he 

content with the supervisor’s assurance that all goss 
well. These remarks are fair comment but personaly 

І like sometimes, perhaps once a year, to skim through 

basic records. 

In fact the outstanding amounts were under 
excellent control to all appearances. Апу excess:s 
were duly authorized, our control point in the sales/ 
debtors ratio being better than average. The [ast 
section was confined to directors and the top manage- 
ment team who, it must be admitted, are alwa-s 
more prone to err than their subordinates. ... Yes, 
the deputy-chairman was (as usual) pushing hs 
limit . . . was there something unusual about tle 
sub-account reference number? I reached for tbe 
telephone. 

The ledger clerk was ingenuously frank about і. 

. ‘That’s right; it’s a transfer from the cashier, ха 
* LO.U. not redeemed as arranged so rather than hold 
it any longer in petty cash suspense account ke 

wanted it debited to the D.-C.’s personal accoun . 

He often does it like that. Quite in order, i isn’t it’ 

I agreed that it was, of course; no point in pushing 

this sort of thing down the line. 


My feeling of unease stemmed from the magnitude 
of the I.O.U., for the moment ignoring as irrelevant 
businesswise its date on the Tuesday before the Derby, 
and the fact that our interim audit was due to com- 
mence on the following morning. 'lhe visiting 
junior's programme, as we know from experience, has 
the debtors’ records as its first target; the directors’ 
subsection is invariably early on the list; an I.O.U. 
would inevitably engender silky-voiced queries from 
the senior auditor. 

"The point is that outstanding I.O.U.s, clearly not 
arising from business outlay, may fairly be regarded 
as Rm and the Companies Act is rather scrupulous 
about loans to directors. Sections 190 and 197 go 
into careful detail about approval of the company in 
general mesting, disclosure in accounts, and so on. 
Loans as such have never been judicially defined, not 


“even with the fine clarity of our own profession's 


masterpiece 'income tax is a tax on income', as pro- 
nounced by Lord Macnaghten, but facts are facts. 

With all due deference I mentioned the position to 
the deputy-chairman. His beetle-browed face nearly 
exploded with annoyance. He never likes the hard 
reality of law to impinge on his private life. Mention 
of the Companies Act produced from him some 
adjectives of which ‘fuddy-duddy’ and ‘pin-pricking’ 
were the mildest; at mention of the auditor's Iynx- 
eyed vigilance he erupted into a comment which I 
prefer not to repeat. In view of our ancient vendetta 
I was conscious of considerable uncharitable pleasure 
at his discomforture, knowing that references to the 
need for approval in general meeting always drives 
directors up the wall. 

Our D.-C. is no fool, however; to him plan and 
action are synonymous. Recovering himself with an 
effort, he produced his cheque-book, his blunt Anglo- 
Saxon epithsts for his bank manager’s adamant recti- 
tude almost arousing a responsive thrill in my own 
feelings, and he cleared his account there and then. 
If the auditor should raise any comment, the matter 
would no dcubt be regarded as a misunderstanding of 
instructions by the ceshier and ledger clerk, I told him 
comfortingly, and he nodded with. the look of a man 
just leaving the dentist's chair minus a wisdom tooth. 
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Finance and 
Commerce 


Rank Organisation 
R the extent of information on sales and profits 
it is extremely doub-ful whetker there is any other 
company this side of tne Atlantic which goes as far 
as The Rank Organisation Ltd, from whose 1964-65 
accounts this week's reprint is teken. 

The ‘Analysis of Sales and Prefits’, included in the 
reprint, provides a breakdown which can hardly be 
expected to go further. In fact, the wealth of detail 
in the eighty pages 5f The Rank Organisation’s 
report is everything that detail should be. The “Геп- 
year Financial Review" collates the key figures, and a 
table on ‘Information. per each Ordinary and ‘A’ 
Ordinary Share’ shows net profits after tax, dividends, 
cash flow and net авзе:в in terms of pence per share 
and, for the convenierce of American stockholders, 
in cents per share. 

But at the annual meeting of the company, Mr John 
Davis, the chairman, uadid some of the report's good 
work by saying that the flourishing Rank Xerox divi- 
sion had contributed some £7 million to the 1964-65 
profits. Once a figure is stated, the immediate reaction 
is to check it- and checking it in the "Analysis of 
Sales and Profits’ finds ‘Rank Xerox £8,219,000’, a 
figure which is 54:1 per cent of total profits of 
£15,191,000 before charging interest and taxation. 


Which Profit? . 


Mr John Davis's figurs of some £7 million for Rank 
Xerox's profit is, in fact, the profit after interest 
charges. The ‘interest payable’ item with respect to 
the 215,191,000 of total profits was £3,806,000, to 
give pre-tax profits о: = 611.385, ооо. Therefore, Mr 
Davis’s £7 million figure has to be equated to 
£11,385,000. 

This, at least, is the explanation provided from 
within the Rank Orgznisation but it serves to em- 
phasize a point that terds to beccme a shade annoying 
at times — the description of profit. What constitutes 
‘profit’ is. something that can be argued ad infinitum 
but, putting that matte: aside, an essential in company 


reporting is to have cne recognized point of profit 


running through the accounts if figures in the 


accounts are to be equated for various purposes to a 


figure called ‘profit’. 
Rank Organisation’é ‘profits’ are analysed in terms 
of profits before charg-ng interest and taxation and it 
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would therefore simplify matters a great deal to 
restrict further comment on ‘profit’ at the annual 
meeting to the terms used in the accounts themselves. 

This may seem a shade pernickety, particularly 


after the company's accounts have been presented іп . 


such an exemplary manner. But it should not be 
necessary for the reader of a chairman’s statement to 
have to ask, in effect, ‘Which profit is he talking 
about now?” 


South African Profits 


"E need for a breakdown of p by geographi- 
‘cal source is shown strikingly in the latest 
accounts of 'The Leyland & Birmingham Rubber Co 
Ltd. The title of the company would hardly lead the 
unversed commentator to believe that three-quarters 
of the profit comes from nowhere near either Leyland 
or Birmingham — but in fact from South Africa. 

Even the chairman of the company himself ack- 
nowledges that the ‘magnitude of the South Africa £ 
figure may be somewhat ‘surprising’. Group gross' 
trading profit for the year to last June was £1, 1045,849 
of which as much as 1,218,373 came from So 
Africa and, despite this substantial proportion of 
South African earnings, this is the first time that the 
figure has been reported to shareholders, 

The company’s interest in South Africa dates 
back to 1927 and chairmen of Leyland & Birmingham 
have in the past referred to successful operations 
there. A year ago special mention was made of the 
rapid development of the South African interests but 
the extent of the earnings there remained unrevealed. 


Opportunities 

The firet indication of the extent of South African 
earnings came last February when half-year gross 
trading profits before tax were reported at £584,139 
with the explanation that more than half of the figure 
was derived from South Africa. The full figures, 
apart from showing that the second half of the year 
made a considerable impact on total earnings, shows 
that South African profits, in fact, account for some 
three-quarters of the whole. 

In the past year, United Kingdom gross trading 
profits were £427,476 against £329,603 in 1963-64, 
but South African profits were up from £897,370 to 
£1,218,373. After admitting that the size of the figure 
may be surprising, the chairman comments that ‘the 
opportunities were there and they were seized by a 
capable, intelligent and enthusiastic staff’ and ‘the 
work of development has gone on with great vigour’. 

One wonders why, with such a success story to be 
told, the directors did not tell it sooner in plain figures 
of profit. Particularly is that so since the chairman 
reports that ‘during the last four or five years the rate 
of acceleration has been almost spectacular’. 

In investment terms, knowing where a company 
makes its profits is an essential factor in investment 
appraisal. 


i 
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THE RANK ORGANISATION LIMITED 


ANALYSIS OF SALES AND PROFITS ` £ figures in thousands 

1965 1964 1963 ` 1962 1961 
Salas £ % £ % £ % Е % £ % 
Exhibition: Е 














28,654 26:23 26,161 29-4 7,133 375 28,226 38-4 
4,753 45 3,785 43 3,239 44 3,601 49 


10,639 10-0 9,463 10-6 9,124 126 10,115 13-8 
3,713 34 4,058 46 2,979 55 3,822 52 
22,336 216 25,421 28-6 5,498 22:8 17,878 24:3 
14971 140 6,464 72 2,599 36 1,130 16 
5,638 53 2,540 29 1,756 24 1,707 24 


British Isles 
Overseas (mainly Canada) 


Film Production and Distribution 
Film Studios and Laboratories 
Manufacturing 

Rank Xerox 

Rank Audio Visual—Wholesale 


Tenpln Bowling, Dancing, Dance Clubs 


and Bingo 6,185 5:8 4,493 50 2,675 3:6 1,502 20 


1,451 13 351 0-3 76 0-1 4 — 
6,565 62 4,233 48 4513 3-5 1,836 25 
1,678 


Motor Inns and Motorway Services 
Home and Leisure Services 
Sundrles including Advertising Films 





Profits ~ 
Exhibition: 

British Isles 

Overseas (malniy Canada) 


Film Production and Distribution 
‘Film Studlosand Laboratories — 

Manufacturing 

Rank Xerox 

Rank Audio Visual—Wholesale 


L Tenpin Bowling, Dancing, Dance Clubs 
and Bingo 


Motor Inns and Motorway Services 

Home and Leisure Services 

Sundries including Advartising Films 
Dividends and Interest Receivable (see below) 


Profits before charging Interest and taxation " 


Dividends and Interest Receivable; 
Exhibition: 

British bles 

Overseas (mainly Australasia) 


Film Production and Distribution 
Film Studios and Laboratories 
42 Manufacturing and Wholesale 
Rank Xerox 
Miscellaneous (mainly Television) 
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CITY NOTES 


ESPITE forecasts that the equity market over 

the next six months may slide back to the July 
‘low’, there is little indication that holders of front 
rank shares are prepared to sell at present prices. 
There is, in fact, more evidence that smaller investors 
are prepared to chance their buying arms, while the 
institutions are selective buyers. 

A market still acutely short of stock translates 
modest buying into firmness in equity prices. 
Cautious forecasts, even from the Chancellor of the 
Exchequer and the Governor of the Bank of England, 
seem to cut little ice. 

The technical position inside the equity market is 
probably a stronger factor now than any assessment 
of likely economic, industrial, profit and dividend 
trends over the next six months. Corporation tax, it 
is being broadly assumed, will not be allowed to push 
dividends down except in relatively minor instances. 

There is little prospect of the market obtaining 
fresh equity supplies through selling pressure or 
through rights issues. Debenture re-financing by 
industrial companies is in full swing again with terms 
varying quite considerably, 

While the equity market is ruled by supply and 
demand rather than economic assessment, the trend 
of prices, in the short term, at least, may well con- 
tinue to confound bearish forecasts. 

* * * * 


HE inadequacy of share supplies in the stock- 
market, under current conditions, may prove a 
lever for the further consideration of introducing 
outside capital into stock exchange operations. The 
chairman of the London Stock Exchange mentioned 
the possibility of such a development in his speech at 


the Lord Mayor’s Dinner at the Mansion House. 
London jobbers just do not have the capital to carry 
a ‘bull position’ to any degree. Tight working capital 
forces jobbers into ‘bear positions’ simply through 
the financial inability to carry stock for any length of 
time. Introduction of outside risk capital is admitted! 
a delicate matter, but opinion is growing that it will 
have to come sooner or later. 


* * * * 


ECENT reports from leading shipbuilding com- 

panies have shown that there is a deal of differ- 
ence between orders and profits in the shipbuilding 
industry. At the end of September the industry’s 
total order book, excluding Naval work, stood at 332 
ships of 3,118,000 tons gross against a comparative 
1964 figure of 309 ships of 2,544,000 tons gross. Most 
shipyards now have enough work on hand to keep 
them fully occupied for the next two years. Whether 
the work will be profitable is another matter. Costs 
catch up with fixed-price contracts. 


* Е. * * 


T circulation of the British Shoe Corporation’s 
official bid for Lewis's Investment Trust this 
week, marked the real beginning of the take-over 
battle. Sir Rex Cohen, chairman of Lewis's, is on 
record as being against take-overs on principle but 
in favour of mergers of the right kind. This view has 
been considered a contradiction in terms but it ia not 
necessarily so. Àn agreed merger on mutually accep- 
table terms is something different from a direct take- 
over bid made to shareholders over the heads of a 
board of directors. Mr Clore calls his operation a 
merger. Sir Rex calls it a take-over bid — which it is. 


RATES AND PRICES 
Closing prices, Wednesday, October 27th, 1965 
Tax Reserve Certificates: interest rate 28.11.64 34% 


Bank Rate 
Nov. 2, 1961 6% Jan. 3, 1963 
Mar. 8, 1962 54% Feb. 27, 1964 5% 
Mar. 22, 1962 % Nov. 23, 1964 7% 
April 26, 1962 4% june 3, 1965 6% 
Treasury Bills 
Aug.20 £5 тог 7994% Бері. 24 £5 9:10 474% 
Aug.27 £5 118 a16d% Oct. 1 58: 
Sept. 3 5 10s 646d%  Oct.8 5 7s: eas 
Sept. 10 5 то; r60d% Ось 15 £5 8s 287d% 
Sept. 17 £5 os 1081d95 Oct.22 £5 os о-624%, 
Money Rates 
Day to day 48-54% Bank Bills 
q days 4-51 2 months 5 5#% 
ine Trade Bills 3 months 5 ip 
3 montha 7-79) months  5{—$#% 
4 mon % months si-s H% 
6 months 748% 


Foreign Exchanges 

New York a'Bofk Frankfurt тї':2оў. 
Montreal зой Milan 175135 

тоо Oslo 20°02 
Brussels 139°23 Paris 137 
Copenhagen 19°33 Zürich 12'11 

Gilt-edged 

Consols 4% 634 Funding 3% 59-69 оо 
Consols 24% Savings 3% 60~70 85H 
Conversion 6% 1972 9 Savings 3% 65-7 75 
Conversion 54% 1974 948 Savings 24% 64 94 i 
Conversion 5% 1971 942 Treas'ry 549% 2008-12 884 
Conversion 34% 1969 91% Treasury 5% 8 844 
Conversion 3% 558 Treasury 34% 76% 
Funding 54% 82-84 93 Treasury 34% 79-81 731 
Funding 4% 60-90 ph 24% 391 
Funding 34% 99-04 бі Victory 4% 964 
Funding 3% 66-68 ож War Loan 33% 54{ха 


a 
* 


Ы 


` 


TEE 


October 30th, 1965 


Current Law 


Sale of Goods: No Breach of Implied 
Conditions 

TE defendant company in Bartlett v. Sidney 

Marcus Ltd ([1965] 2 All E.R. 753) sold the 
plaintiff a second-hand car for £550 (the plaintiff at 
the same time trading in his own car). The price 
would have been £575 but that the plaintiff agreed 
to be responsible for having repaired the clutch, 
which both parties knew to be defective: that is to 
say, the defendant had been prepared to put the clutch 
right if the plaintiff paid the larger sum. The plaintiff 


- drove the car for about four weeks, covering some 


three hundred miles, without trouble and then took 
it to a garage for repair. It then turned out that the 
state of the clutch was worse than the parties had 
supposed and the repairs to it cost £45. 

The judge of the West London County Court 
awarded the plaintiff £45 damages on the basis that 
the defendant was in breach of the conditions implied 
by subsections (1) and (2) of section 14 of the Sale 
of Goods Act, 1893. As the plaintiff made known to 
the defendant’s salesman the purpose for which he 
wanted the car, so as to show that he relied on his 
skill and judgement, subsection (1) applied: that is to 
say, there was an implied condition that the car was 
reasonably fit for the purpose, that is, as a car to 
drive along the road. And the implied condition 
under subsection (2) applied, because the car came 
under thé heading of goods bought by description 
from a seller who dealt in goods of that description. 

But the Court of Appeal, allowing the defendant's 
appeal, found that the conditions had not been broken 
and that there was no evidence to support the finding 
of the judge. A second-hand car was ‘reasonably fit’ 
for the purpose for which it was required if it was 
in a roadworthy condition, fit to be driven along the 
road in safety, as this one was, even though not as 
perfect as a new car, and it was ‘merchantable’ if it 
was in usable condition. 


Winding-up: Opposition by Majority of Creditors 
RE 3. D. Swain Ltd ([1965] 2 All E.R. убт) is an 

important decision on the manner in which the 
discretion of the Court is exercised when a majority 
of the creditors oppose the winding-up of a company 
by the Court. A-creditor for just under £200 filed 
a winding-up petition. Before the petition could be 
effectively heard a creditors’ meeting resolved on a 
voluntary liquidation. At the hearing of the petition 
it was opposed by a vast majority, both in number 
and amount, of the creditors, and Pennycuick, J., 
refused to make an order. 
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On an appeal by the petitioning creditor, the 
Court of Appeal refused to disturb the decision of the 
learned judge, arrived at in the exercise of his dis- 
cretion, although if winding-up by the Court were 
ordered one comparatively small payment might be 
vulnerable under section 227 of the Companies Act, 
1948, and certain liquidator's remuneration might 
also be vulnerable. Section 346 enables the Court 
to have regard to the wishes of creditors, and all the 
members of the Court of Appeal made it clear that 
the reported cases do not fetter the Court's discretion, 
but only provide a guide to the considerations to 
which regard should be had "when exercising it. But 
their lordships adumbrated this general proposition: 
that on an unsatisfied judgment creditor's petition 
to the Court to wind up an .nsolvent company, it is 
for the opposing creditors, even if they be a majority, 
to show reasons for their opposition, if they wish the 
company not to be wound up but to continue to trade; 
while if a majority of the cred.tors support a voluntary 
liquidation, and the company is already in, or is about 
to be put into, voluntary liquidation, it is for the 
petitioner who seeks a wirding-up by the Court 
to show reason why the wishes of the majority should 
be overridden. 


Essentials of a Lease 


ARVEY v. Pratt ([1965] 2 All E.R. 786) was an 

appeal to the Court of Appeal from a judgment 
of Harman, L.J. (sitting as an additional judge of the 
Chancery Division), in favour of the plaintiff, who 
sought a declaration that ar. instrument which had 
been registered in the Lanc Charges Registry as a 
Class C (iv) land charge did not constitute a binding 
or enforceable contract for tne grant of a lease of or 
other estate or interest jr the property therein 
described, or a sufficient note or memorandum of 
any such contract for the purposes of section 40 of 
the Law of Property Act, 1925, and an order for 
vacation of the registration. 

Harman, L.J., had made the declaration claimed 
and ordered the registration to be vacated. The 
fatal defect in the instrument was that, while pur- 
porting to be an agreement for a lease, it did not 
specify any date from which the lease was to run. 

Dismissing the appeal, tke Court of Appeal held 
that the date of the commencement of the term was 
essential to the validity of an agreement for a lease, 
and rejected an argument put forward for the appel- 
lant that there was an implied term that the lease 
should commence within a reasonable time or, alter- 
natively, at the date of the document. 


Rights of an Adopted Child 
T testator in Re Tones? Will Trusts, Tones v. 
Squire ([1965] 2 All ER. 828) made a will in 
1949 by which he gave one-seventh of his residuary 
estate to Н. and by a codicil made in 1953 imported a 
substitutionary gift to her children if she should 
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predecease him. H. in fact predeceased the testator, 
dying shortly after the date of the codicil. She left 
two children, C. and J. in 1958 C. was adopted by a 
stranger to the family. The testator made new wills, 
containing similar provisions as to residue, in 195 
and 1963. У The 1963 wall was proved as his last vll 
By virtue of section 16 (2) (b) of the Adoption Act, 
ale in any dispositicn of property ‘any reference 
ether express or imolied) to the child or children 
© the adopted person’s natural parents or either of 
them shall, unless the contrary intention appears, be 
construed as not being. or as not including, a refer- 
ence to the adopted pe-son . . .’. It followed, there- 
fore, that the testator’s last will must be read as though 
C. were not included in the reference to H.’s children, 
unless it could be ваза that а contrary intention 
appeared. н 
Buckley, J., pointed eut that section 16 (2) (b) did 
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not say in terms that the contrary intention must 
appear on the face of the instrument in question and 
his lordship took the view that it followed that the 
contrary intention might appear from any surrounding 
circumstances which carried conwiction to the mind 
of the Court. There was evidence that the testator 
was aware, before making his wills of 1959 and 1963, 
that H. had died and that C. had been оре: апа 
that some time after he had made his 1959 will he 
referred, in conversation with his brother's widow, to 
C. as being entitled to a share in his estate. Further- 
more, the testator continued to be on intimate terms 
with C. after his adoption and to give him presents. 
In those circumstances, including the fact that the 
testator's scheme of testamentary dispositions had 
remained unchanged, Buckley, J., found a contrary 
intention within section 16 (2) È), so that C. was 
entitled to share in the testator’s estate. 





Correspondence 


The Editor does not necessarily agree with, or hold himself 
responsible for, -he opinions expressed, 


Assessments Unlimited 


Sir, – As this correspondence started with my letter 
in your issue of Septem»er 4th, may I take up a little 
more of your space to point out that it is now some- 
what off course. My original intention was to point 
out that the new prccedure in connection with 
Schedule D assessmerts which was designed to 
reduce work has had the opposite effect, mainly due 
to the inept way in which it has been applied by the 
Inland Revenue. 

From correspondence which I have received, as 
well as the comments which have appeared in your 
columns, it is evident that there is considerable sup- 
port for this criticism апі one hopes that the Board of 
Inland Revenue will taEe note. 

I should like to add -hat in the course of dealing 
with 1965-66 assessments, a most unsatisfactory 
state of affairs has now bacome apparent. The instruc- 
tion on the Form 64-3 clearly states ‘Please send 
copies of the notices of any assessments to Income 
Tax Schedule D and Profits Tax to’ followed by 
name and address of agent. Inspectors of Taxes аге, 
however, only issuing ccpies of assessment notices to 
agents where tax is chzrged under Cases I and П. 
There is apparently a departmentzl instruction which 
precludes this ргоседиг= being applied to any other 
cases, It would be interesting to know the reason, 
especially as some inspectors with the ‘Nelson touch’ 
have turned a blind eys on the signal from head- 
quarters and include Czses III and VI on the same 
piece of paper that carrizs assessments пан Савез І 
апі П. 


Your readers will also have noted that the Form 
64-8 also covers profit tax, but as this will shortly be 
superseded by corporation tax which is not referred 
to on the form, we are left wondering if we shall now 
have to persuade our clients to start the process all 
over again in order to cope with assessments under 


the new tax. Yours faithfully, 
Maidstone. К. W. SMITH, F.c.a. 
Compulsory Purchase: 


Valuation for Compensation 


Str, — The basis of valuation for compensation in 
compulsory purchase, requested by Mr Stone in 
your issue of October 16th, is ultimately that accept- 
able to the Lands Tribunal. In the case of retail shops, 
decisions such as Greenberg v. Grimsby Corporation 

1961] 12 P. & С.К. 212) and Petiingale v. Stockport 

orporation ([x961] 12 P. & C.R. 384) give a guide to 
methods adopted in particular cases. 
. The techniques used in arriving at valuations are 
intricate and it is significant that chartered surveyors, 
as professional valuers, are called upon to give expert 
evidence in references before the Tribunal. Equally, 
it is the chartered surveyor who is responsible for 
advising clients in the many cases negotiated without 
reference to the Tribunal. In the specialized field of 
compensation it is to the client's advantage to consult 
the chartered surveyor at an early stage. 

If any of your readers encountering problems of this 
kind wish to contact a chartered surveyor, The Royal 
Institution of Chartered Surveyors provides an 
appointments service, and a telephone call to White- 
hall 5322 is all that is necessary to obtain advice on 
chartered surveyors practising in any locality. 

Yours faithfully, 
J. M. MYERS, 
Technical Information Officer, 
Tue ROYAL INSTITUTION OF 
CHARTERED SURVEYORS. 
London SWI. 
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You know Mr. Fellow well. He's an.old friend— 
and an annual headache. That business of his he 


б built up so successfully hasn't done him much 


good—as his professional advisers know only 
too well. It employs a lot of people, yes. Its 
export trade deserves a medal, yes. In fact 
“everyone seems to be doing very nicely outof it. 
Mr. Fellow's worth a fortune all right—the snag 
is he has no money. All he's got is a headache, 
which he passes on to you. Right down inside, 
both of you know the cure but... well, the word 
"merger" doesn't seem all that friendly somehow. 

Supposing it cou/d be done .. .а real marriage. 
of interests with another company, perhaps a 
group ? It would free his capital, provide finance 
for expansion, cut costs, increase turnover... 
Yes, Mr. Fellow would realise his fortune then 
all right. Butcan his interests be protected—and 
yours ? Nowadays they can. Chesham Amal- 


gamations & Investments Ltd. have negotiated : 


many carefully planned business ‘marriages’. 
Not by 'bids' and boardroom battles, bluff and 
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= -if only 
he realised the 
fortune he’s worth! 


counterbluff and.all thatsortof thing: Chesham's ` 
team of professional Corporate Counsellors 
negotiate under the sea of secrecy to bring 
about a true match of irterests at every level. 
The object is to make everyone's life easier... 
poor Mr. Fellow's and the atherfellow’s too, who 


' has problems of his own. And yours, of course. 
` Moreover, Chesham will meet professional fees 


arising from anv negotiations you initiate. 
Chesham act for many leading industria! 
groups and investment trusts in the United 
Kingdom and abroad. V/e offer'a completely 
confidential and highly specialised service both 
to professiorial advisers, end to companies large 
and small. Our range of professional services 
and advice is available atno charge whatsoever 
to every Mr. Fellow and his friends. Next time 


. you meet your Mr..Fellovv why not suggest he 


lets you sound out the »ossibilities ? You сап, 
get in touch with us by vriting 10:— | 

Sir Miles Thomas DFC Chairman, or any 
Director of 


CHESHAM. 


AMALGAMATIONS & INVESTMENTS LTD 


Head Office 32 Chesham Place Loncon SWT Tel: BELcravia 4076 


Branch Office 31 Clarendon Road Laeds 2 Tel: Leeds 35513 
New York Office 37 Wall Street Tel: WHitehall 4-3270 


Directors Sir Miles Thomas DFC (Chairman), Francis A Singer DSc (Managing) | 
Nicholas A H Stacey, Sir John Eden Bt MP, Sir Neil Shields МС, Sir William Taylo Bt CBE (Associate) 
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HOW 10 e 
МАЕ ШП ==- 
WORTH £1-14-0 


If you pay income tax at the full standard rate and under- 
take by Deed of Covenan- to pay the Imperial Cancer 
Research Fund a stated arnual subscziption for not less 
than 7 years, the Fund is able to recover the tax paid on 
such donations; At today's rate of tax every £1 you 
covenant is worth £1.14.0 -o the Fund—at no extra cost 
to you. It's as easy to arange а. 

as a Banker's Order. A [^ 

Help to speed the vital wo-k of ( ОРИ 









Write for further information to. 
A. DICKSON WRIGHT, ESQ., ме FRCS iffi 


IMPERIAL CANCER 
RESEARCH FUND 
| (DEPT. 163) 


Spare 30 seconds to see 
just how simple 


your insurances can be 
Limbless Ex-Servicemen || so your company's insurances seem complicated? X 


Well, we agree insurance can be complex if you cover 
risks piecemeal with different policies, different re- 
newal dates, different companies. But it takes only 
half a minute to realise that nowadays the insurance 
needs of professional men needn’t involve a separate 
E policy for every aspect of building and business. 
SINGLE POLICY, WIDE COVER 
A Norwich Union ‘Single’ Policy for the professions gives 
cover against damage to both building and contents from 
such diverse causes as burglary, fire, storm and flood. It 
can also cover you against consequential loss, employer's 
encouragement and a token of help - || Hability, plate glass and other risks. 


by Britich Ex-Servicemen who have it’s taken less than 30 seconds to read so far: why not 
: 2 spare.a few more seconds to гй your insurance broker 
от local Norwich Union 0, nd 


await a word from you 


make a note 10 pass 


on their advice to your clients too — it’s good business! 
age. It's time you talked insurance with the 


b NORWICH UNION 


BLESMA is not aided by the State. Will you help ? 
Donations or lagaz-ies should be made to:- 


Major the Earl of Ancaster T.D., Chairman of Appeal 
Midland Dank Lad 89, Charterhouse Street, eet 


BRITISH LIMBLESS 
: EX-SERVICEMEN'S ASSOCIATION 10—18 SURREY STREET, NORWICH, NOR 88A 


7 in accordance wits the Nationc! Assistance Act 1948 ; 
(Мйне tn. accordance "а рус á (NORWICH UNION, SCOTTISH UNION А NATIONAL, AND ASSOCIATED OFFICES) — 





"INSURANCE GROUP 
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.  . THE INSTITUTE OF | 
^. COST AND WORKS ACCOUNTANTS 


DINNER IN STATIONERS’ HALL 


NE hundred and twenty-five members and биз = 

attended a dinner of The Institute of Cost axi 
Works Accountants held in Stationers’ Hall, Гопсса, 
on October 21st, with the President of the Тав е, 
Mr Harry Hodgson, ¥.c.A., F.C.W.A., in the chair. 

Proposing the toast of "Ihe Institute of Cost aad 
Works Accountants’, Sir Peter Runge, Vice-Presice-t 
of the Confederation of British Industry, said that а 
mass of new techniques to help management ud 
appeared since the war and he for one believed thet 
the new thinking.and its application was of the иіс 
importance and that it should be encouraged. Ње 
added: 

~ ‘But there is a word of warning. All the new technicv=s 
depend on and assume the availability of accurate manzgz- 
ment data. The basic requirements of management are itst 
the same today as they were before the concept of cyber- 
netics. Management requires advice in words and figures, 
in argument and in rhetoric in a form which ia intellig-Fle 
to all experts in whatever subject they may specialize ard 
also, let me add, in a form which 1s intelligible to tae 
amateur, that much maligned person who is so ofter —f 
inestimable and irreplaceable value in translating specializ=4 
knowledge into sane judgement and let it also be said, a 
taking some of the less practical gleams from the starry eyzs 
of the professionals. 

"That, in a word, Mr President, is the taak of your merz- 
bers and I am honoured to propose a toast to your Institu. 
You and your predecessors have steadily added to r3 
prestige and importance until today it is held in high гера 4 
in every quarter." - 

Sir Peter went on to refer to the new Joint Diploma 
sponsored by the three chartered bodies, the Associ-- 
tion and the Institute, and said: 

“Т believe that this diploma which recognizes so unequiz-- 





cably the importance of practical experience as one of the 
qualifications for competence — a doctrine which your 
Institute has been preaching for many years ~ will become 
the accolade to which all in the profession will aspire. 
Industry welcomes tais further proof that you and your 
sister bodies have their feet firmly on the ground.' 


Explosive Development of the Profession 


In the course of his reply to the toast, the President 
said: 

*As long as one can remember there have been anxious 
times and all one's reading 8 ts that wherever you look 
times have always been anxious for one reason or another... . 
Certain it is, however, that the present period is exciting, 
partly because of the great prizes to be won economically, 
partly because of the almost explosive development that is 
taking place in our own profession. Gentlemen, it took 
500 years from double-entry book-keeping to the 
development of the exquisite perceptions of budgetary 
control with which members tend to be familiar. And I 
promise you that it will not be more than five years before 
some mathematical techniques are going to undermine or 
extend the practical value of our profession, Whether they 
do or whether they do not, and whether the mathe- 
maticians or we do it, depends on us. If we withdraw the 
hem of our garment from mathematics we shall sell the 
pass — if you can swallow so mixed a metaphor as that. 


"What is more serious, of course, is that the matbe- 
maticians wii get the answer wrong, because they do not 
realize, as a great many others do not realize, the infinite 
variety of expression of the word "cost". Mathematicians 
can build up fantastic pyramids of calculations resting on 
one solid fact of cosz, which can be wrong if it is not ' 
properly qualified. We must therefore, I believe, get in 





Sir Peter Runge, Vice- Presi- 
dent of the Confederation of 
British Industry, proposin 

. the toast of “The Institute o 
Cost and Works Accountants'. 
On his right are Mr Harry 
Hodgson,  F.C.A.,  F.C.W.A., 
President of the Institute, and 
the Rt Hon. Reginald 
Maudling, м.р. 
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there before they do, and be pretty quick. We must impart 
the techniques of mathematics. 


In the course of his response to the toast of "The 
Guests', proposed by Mr У. S. Risk, в.сом., С.А., 
F.C.W.A., а Past President of the Institute, the Rt Hon. 
Reginald Maudling, м.р., said: 


‘Looking at one function of the management accountant 
and comparing it with those of the Chancellor of the 
ы ет, and listening to you, Mr President, I find a 

eal of sympathy. For casting about in my mind, I 
fink one of your main functions is forecasting, and I can- 
not help feeling that we expect far too much in the way of 
accurate forecasting and budgeting from both the com- 
mercial chancellor and Chancellors of the Exchequer... . 
All the computers in the world will not yet serve to do any- 
thing more than to narrow the area within which judgement 
must be exercised. 

"I know also that in your Institute you are concerned with 
the control of cost. I think this is a fundamental problem 
of the British economy at the present moment. We can 
expand in this country more rapidly than we have expanded 
in the past, we can do this without balance of payments 
problems despite the narrow margin on which we operate 
so long as we keep costs under control. This surely means 
concentration on what makes up costs and prices, a full 
understanding and analysis of costs and prices, a deter- 
mination to get down to the basic facts.’ 
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AWARD OF THE INSTITUTE’S MEDAL 


At the conclusion of the dinner, the President of the 
Institute presented the Institute's medal for outstand- 
ing service to the Institute and the profession to Mr 
W. S. Risk, B.COM., C.-A., F.C.W.A., a, member of the 
Council since 1952 and President ап 1952-53. 

'The President stated that Mr Risk had served with. 
distinction on all the main committees of the Council 
and had made notable contributions to the develop- 
ment of Institute policy, particularly when chairman 
of the Examination and Cost Consultancy Committees. 

He had given generously of his intimate knowledge 
and wide experience of business affairs and of the work 
of the profession in addresses and papers presented 
to Institute meetings and conferences. 

The recent establishment by the five main account- 
ancy bodies in Great Britain and Ireland of the Joint 
Diploma in Management Accounting Services owed 
much to his vision, enterprise and initiative. In addi- 
tion to being one of the originators of the proposal, 
he served as one of the Chairmen of the Joint Com- 
mittee charged with its organization. When the Joint 
Diploma Board was formally constituted on June rat, 
1965, he was appointed the first Chairman of the 
Board. 


Internal Auditors’ Conference 
Successful Regional Event at Scarborough 


HE sixth annual conference of the West European 
Region of the Institute of Internal Auditors at 
Scarborough last week was by far the largest yet held, 
being attended by about a hundred members, many 
of whom were accompanied by their ladies. > 
'This year's conference was sponsored by the 
Yorkshire Chapter of the Institute, of which the 
President, Mr A. К. McCredie, А.8.А.А., Assistant 
Chief Accountant, Yorkshire Electrcity Board, was 
the Conference Chairman. Although the West 
European Region of the Institute mainly comprises 
the chapters in the U.K., the recently-formed Paris 
Chapter was represented by its President, and mem- 
bers were present from the Republic of Ireland. 
Opening the conference on Wednesday, with Mr 
Н. C. Booth, F.c.a., Regional Director, in the chair, 
the Regional Vice-President, Mr R. H. Pitchford, 
А.А.С.С.А., commented on the substantial growth of 
the Institute during the past eight years; in 1957 the 
world membership was 3,700 in fifty chapters, with 
ninety members in: the U.K. The present total was 
6,400 members in eighty-four chapters, with over 
five hundred members in the West European Region. 
But growth, said Mr Pitchford, brought increased 
responsibility, and no organization could survive for 
long unless it accepted that responsibility, was alive, 
and moving forward in outlook and ideas. Mr 
Pitchford reminded the conference of its theme — 
‘Getting Results’ — and said this might well be 
adopted as the Regional slogan for the current session. 


Messages of good wishes for the success of the 
conference were read from Mr K. K. Kilgore, the 
International President, and Mr. Archie McGhee, 
the Managing Director of the Institute in New York. 
The conference was then addressed by Mr W. H. 


Sales, в.вс.(всом.), Chairman of the Yorkshire Хо 


Division of the National Coal Board. 


Getting Results 
In the course of his address, Mr Sales stressed the 
importance, not merely of 'gettin results’ but of 
getting the right ones. Control, d Mr Sales, could 
never be regarded merely as a means of Bring 
the application of a plan. He went on: 


"The dynamic role of control is to register БЕ 
created by the plan. The work of control cannot be 
separated from planning. Control is indeed the 
mechanism by which planning continues. 

*Equally it seems to me that the work of internal: 
audit cannot be separated from the work of control, so` 
that, as far as I am concerned, the act of internal audit: 
while useful and necessary as a mere check on the 
accuracy of control is only meaningful, in any modern 
sense, in so far as it also measures the effectiveness of 
control. 

‘The central problem of large-scale organization is 
the cycle of planning, control and internal audit. It 
involves the search for facts as a permanent feature of 
the organization if only because planning, control and. 
internal audit are not static, but being dynamic,: 
postulate the need to analyse, understand and improve. ! 
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‘They are the dynamic elements in the whole pro- 
cess of organizing resources to yield given results, and 
for my part I differ from those who see them merely as 
being a means of ensuring that actual achievememt 
corresponds to a predetermined plan. 

‘Planning, management, supervision, control and 
internal audit are dynamic processes bred within the 
complexities of large-scale industry and the prime taek 
within the organization is not to hold subordinates to 
account for not getting results but to create tke 
analytical machinery which reveals why the results are 
not being achieved or why they are. 

‘It is in the development of this concept that I sce 
most prospect of change in British industry.’ 


Co-ordination of Financial Control 


Three technical papers presented at the conference 
are summarized below. These were subsequently die- 
cussed in syndicate meetings; later, syndicate 
leaders reported back and further discussion tock place 
in open session, 
The theme of the first paper by Mr J. C. E. A. Rolls, 
XB.A,, F.C.A., chief accountant, The Rank Organisatior, 
entitled ‘Co-ordination of financial control', was the 
necessity for accurate and forward-looking informa- 
tion, In any organization, however, the provision af 
information by itself was not enough. What was 
needed was good communication: between all levele. 
This, he stated, was the basis of flexible control and 
with it must be coupled a proper division of responsi- 
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bility. Mr Rolls went on to comment on the funda- 
mental change that had taken place in the activities of 
professional accountants since the end of the Second 
World War. The former emphasis of their work on 
what had happened, ie. his-orical accounting, had 
gone. 'locay, management accountants plan and 
co-ordinate development and production. 

In themselves, however, a zollection of plans was 
not enough. There must be, t3e speaker pointed out, 
an overall plan expressed in monetary terms and this 
plan must relate to a definite period, i.e. the budget 
period. Given proper budgeting, as each phase of the 
budget period passed so it was possible to measure 
out performance against targets. Any divergence 
between the two had to be explained. 

In formulating budgets, stated Mr Rolle, it was 
important to remember that cne could not wait long 
for figures. It was pointless to control an organization 
on the basis of information six months old, any more 
than future plans should be- based on out-of-date 
figures. Reviewing the work cf the chief accountant, 
the speaker argued that whereas in the past, in many 
companies the chief accountant was a jack-of-all- 
trades, his primary function rowadays was to obtain 
information for management aad to report thereon. In 
this work he should avail h mself of the services, 
where availzble, of computers; zechnicians and systems . 
analysts. 

The annual Budget and plan for the business 


И у Ыб H 
EN) 





Вин THE CONFERENCE BANQUET. - Left to right: Dr Е.Н. Ба Finance Director, Yorkshire Divison, National Coal Board: 
Mr А. R. McCredie, A.8.4.4., АЛ.М.Т.А., President, Yorkshæe Chapter of the Institute; Mr E. Joknson, F.LM.T.A., Borough 
Treasurer, Scarborough; M J. C. Becour, President, Par-s Chapter of the Institute; the Mayosess of Scarbo: rough; Mr 


J. О, Davies, F.C.4., A.c.w.A., Director Resident in London о the Institute; the Mayor of Scarborough; Mr К. Н. Pitchford, 
А.А.С.С.А., ота Vice-President of the Institute; Mr H. C. “Booth, F.C.A. ? Regional Dir Director of the I'1stitute; Mr E. Van Ham, 
F.C.A., Chief Accountant Yorkshire Electricity Board. - 
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should ensure that aL relevant information reached 
management and from this it should be possible to 


ascertain what changes in the company’s policy were 
needed. 


Audit of Management Efficiency 


In a paper entitled "The audit of management 
efficiency’, Mr E. A. Lowe, В.5С.(ЕСОМ.), F.C.A., 
Lecturer in Management Accounting, Leeds Uni- 
versity, sought to put the case for a more sophisticated 
approach to auditing. He argued that an audit of 
management efficiencz could be justifed on three 
main grounds. First, taere was a growing feeling that 
industrial managemen: fell short of what was desired 
and that something should be done to stimulate 
improvement. Secondly, from the viewpcint of 
company law, there wes a demand for more disclosure 
to investors; and finaly, there was the need for what 
the speaker described. as social justice and prepared 
information for all levels of work-people in an organ- 
ization. 

The speaker develcped at some length the argu- 
ment that there was scope for the formulation of the 
auditing function in -erms of scientific inquiry. He 
pointed out that the financial statements which an 
audit was required to verify were, in fact, statements 
of fact and value requ-ting proof which could only be 
verified by the valication of a large number of 
individual matters of :act and value in support of the 
overall statements. In undertaking such work, auditors 
should use statistical theory as the main method of 
their inquiries, and тя the theory of statistical 
inference. 

Mr Lowe cited some American authorities on the 
much wider interpretation of the auditor's role. 
These su that the auditor must concern him- 
self with the preservation of assets in the broadest 
sense of the term, rather than their mere evaluation 
and verification. 

In his remarks cn the audit of management 
efficiency, Mr Lowe commented that there were a 
number of approaches to this problem. Тћеге was a 
case for measuring overall profitability, and of the pro- 
fitability of divisions within a multi-unit company, ог 
checking the marginal profit of investments. Quite 
apart from such finincial aspects of manegement 
audits, the speaker suggested that other issues such 
as training programmes for younger and subordinate 
managers, the maintenance of good relations between 
divisions and a good system of communications, were 
all relevant considerations. 


Contribution of the Sinance Function in Industry 


In the final paper cf the conference "The contri- 
bution of the finance “unction towards getting results 
in industry, Mr A. L. Kingshott, s.sC.[ECON.), 
A.C.L8., of the Economic Studies Department of the 
Ford Motor Co, argued that profits were determined 
not only by market ferces of supply and demand, or 
even solely by the pu-chasing, production and selling 
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policies of a company, but also were materially 
affected by sound planning and control based on the 
discipline of finance. The prime aim of the finance 
man should be to concentrate on pressing home the 
logic of the discipline of finance within every sphere 
of a company's operations. . 

The finance man should try to ensure that in the ' 
spheres of planning, evaluation and control, there . 
exists a cohesive and disciplined system designed to 
optimize, in the longer term, the deployment of a 
company's resources. This objective could be met by 
applying financial discipline in the following fields: 
(1) corporate planning; (2) project and investment 
evaluation; and (3) cost control. 

Mr Kingshott contended that any scheme TM 
taken in the sphere of corporate planning should be 
expressed in terms of its effects on the cash-flow of 
the company and its contribution either to increasing 
revenue or cutting costs. Тћеге was a special need for 
financial evaluation of production techniques which, 
according to the speaker, were all too often left in the , 
hands of technical personnel who were not so же у 
placed as the finance man to assess future trends and 
costs or methods of financing new investment. | 

Mr Kingsbott stated that project evaluation, by the 
use of D.C.F. and present value techniques, was 
much more widely adopted in the U.S.A. than in 
Britain. In his opinion the present value approach 
was technically superior to the D.C.F. method of 
evaluation, 


Conference Banquet 
At the conference banquet on the Thursday evening, 
with Mr А. R. McCredie in the chair, the guest of 
honour was the Mayor of Scarborough, Councillor 
W. C. Wilkinson, J.P., accompanied by the Mayoress.. 


Other guests included Mr E. Johnson, РАМА, X 


Borough Treasurer of Scarborough, and Ма, 
Johnson; Dr E. H. Sealy, Finance Director, York- 
shire Division, National Coal Board, and Mrs Sealy; 
Mr E. Van Ham, r.C.A., Chief Accountant, Yorkshire 
Electricity Board, and Mrs Van Ham; Mr Arthur E. 
Webb, Editor, The Accountant, and Mrs Webb. 

The toast of "The Mayor and Borough of Scar- 
borough’ was proposed by Mr McCredie. The Mayor 
responded and also proposed the toast of "Ihe 
Institute of Internal Auditors'. Mr R. H. Pitchford 
replied. 

Mr H. C. Booth, the Regional Director of the 
Institute, proposed the toast of "The Ladies and 
Guests’ to which Mr Van Ham responded. 


Next Year's Conference 


At the concluding session of the conference, presided , 
over by Mr J. О. Davies, F.C.A., A.C.W.A., Chief .4 
Internal Auditor of the National Coal Board, and the 
Institute's Director Resident in London, it was 
announced that next year's conference was to be 
sponsored by.the Newcastle Chapter and would be 
held at Whitley Bay from October 19th to 21st. 


October 30th, 1965 


A Happy Future 
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for the 


Accountancy Profession 


MR JO GRIMOND’S COMMENTS AT LEEDS DINNER 


N America it is said everyone must have a lawyer 
to keep one clear of legal restrictions. In Britain it 
is obvious that industry must pay more and тост 
attention to accountants, and I think your professica 
can look forward to a happy future,' said the Rt Ho-. 
Jo Grimond, P.C., M.P., T.D., leader of the Libel 
Party, at а chartered accountants’ dinner in Leeds ca 
October 22nd. There was laughter when he added: “I 
hesitate to say anything which would in any w:y 
dampen the enthusiasm of your profession or stco 
.people from entering it, but I do wonder whether сз 
as politicians are right in going on creating more агі 
Xmore work for you.' 


Nation must not be a Debtor 


Mr Grimond, who was proposing the toast of “ТҮз 
Institute of Chartered Accountants in England ard 
Wales’ at the annual dinner of The Leeds, Bradford ard 
District Society of Chartered Accountants, went on o 
say that it was extremely important for the nation -> 
pull itself out of the position of being a debtor to {Ёз 
world at large. It might be a good thing to have tke 
standing to borrow money, but that was not the end = 
the story; creditors expected repayment and some 
interest in the meantime. He continued: 

"There has been no lack of phrases used. The British а = 
great resolution passers and nowhere is it more evident 
than in the House of Commons. We have been told agam 

~ and again that we must be more efficient, work harder, рт 

“rid of restrictive practices, and stop making plans for bigg-- 
pay and pensions. But, of course, those are for oth-- 
people rather than ‘ourselves.’ 

He said that the agreement between І.С.І. and Фе 
unions which would result in the upgrading of manual 
workers was not a pious political hope but a fact, ari 
pointed the way. 

Unless higher efficiency for higher increases cour. 
be achieved it was simply по good having higher ir 
vestment. Millions had been wasted on the railway 
in the belief that any investment was better than попе 
This was simply not true. It was only good where 
efficiency was increased and work became profitable 


More Interest in the System 


ТЕ free enterprise was to work, more people must t= 
informed about it. One of the depressing things w= 
how few people were interested in the system by whic- 
they made their living, said Mr Grimond. 

"What the public needs', he added, *is more informatio1 
d- about the market in general, about the difficulties today cx 

“supporting an enormous Welfare State on an industrial 
base which had to be competitive in the world. Mor: 
instruction should be given in schools and more visit 
should be paid by Ne de to factories. The public muet 
be instructed not only about private enterprise industrie 
but about nation industries as well, and workers must 


have a greater interest in the well-being of their industry^- 





Mr Grimond then spoke of the prestige of the 
Institute and said the integrity and the trust of 
the chartered accountant was accepted in Britain. 
It was a very formidable thing which other countries 
would give a great deal to possess. 

Mr R. McNeil, ¥.c.a., President of the Institute, 
responded to the toast. Mr McNeil said that account- 
ancy was passing through perhaps the most exciting 
period in tts history. Accountants were working on, 
and he hoped perfecting, new techniques in financial 
reporting ard service to management. 

Computers were now being used and they were pro- 
ducing a great deal of information on matters on which 
some accountants had little or no information in earlier 
days. He added: 

‘Although computezs are still a comparative rarity they 
are growing in number, and more and more of our members 
are called upon to use them. Important as a financial report 
of past even:s may be to the shareholder, the managin 
director of a business is much more concerned and i оета 
іп the future, and the economic efficiency which he can 
bring to bear in relation to ‘production and products he 
hopes to introduce.’ 

Mr. McNeil said he thought it was accepted today 
that practicelly all types of business required forecasts 
and budgetery control, and forecasts must be divided 


-Mr К. S. Wainwright, M.A., F.C.A., President of the Leeds, 

Bradford and District Society (centre), with the Rt Hon. 

Jo Grimond, P.C., M.P., т.р. (right), and Alderman W. К. 
. Hargrave, Lord Mayor of Leeds 
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into short and long term. ТЕ seemed to him that the 
accountant, either alone or teaming up with the pro- 
duction engineer and market researcher, would be able 
to provide industry with information which would 
eliminate a great deal of guesswork which was present 
in earlier days in management decision. 

The President added that all the new techniques and 
uses of computers should not, however, be regarded as 
management in themselves. They merely provided 
information upon which management decisions could 
properly be made. He felt sure that clients of account- 
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ants would recognize that the Institute was endeavour- 
ing to provide for industry information in relation to 
their affairs which would help them to obtain an ever- 
growing degree of economic efficiency. 

The toast of ‘Our Guests’ was proposed by Mr 
R. S. Wainwright, M.A., Р.С.А., President of The Leeds, 
Bradford and District Society, who presided over the 
company of some four hundred and sixty members an 
guests, and responses were made by Alderman W. R 
Hargrave, Lord Mayor of Leeds, and Professor A. 


Peacock, D.8.C., M.A. 
NUT 


Notes and Notices 


-PROFESSIONAL NOTICES 


Messrs BARKER, SMILES & Co, Chartered Accountants, 
of 6 Grafton Street, London Wr, announce that Mr 
STANLEY WHITELEY SMILES, F.C.A., will retire from 
practice as a member of the firm on October 31st, 1965. 
The practice will be continued under the same name 
by the remaining partners of the firm. 


Messrs Cooper BROTHERS & Co, and COOPERS & 
LYBRAND announce that Mr Jonn STANSBURY 
WILKINSON, F.C.A., the senior partner in their Nairobi 
office, has retired. Mr WiLKINSON was admitted to 
partnership in the firm Cooper Внотневз, LESLIE, 
Ѕивх & Co in 1948, which ärm, became COOPER 
Brotuers & Co in 1952. A past President of the 
Association of ‘Accountants in East Africa, Mr 
WILKINSON has spent over thirty-five years in the 
profession. 


Messrs Cooper Broruers & Co, Coopers & 
LYBRAND and Ker Tart, Jones & Co announce the 
retirement from their East African firm of Mr HAROLD 
STANLEY JONES, F.C.A. 


Messrs A. ЈозЕРН & Co and Messrs KALMAN PAUL 
& Co, who have been closely associated for a number of 
years, announce the amalgamation of their practices. 
The style of the new practice will be KALMAN PAUL 
& Co, and the partners will be Messrs A. B. JOSEPH, 
F.c.A., R. P. KALMAN, F.c.1.A., H. GOLD, A.C.A., and 
B. J. GREENMAN, A.C.I.A. The practice will continue at 
Carlisle House, 8 Southampton Row, London WCr, 
and at Zürich 7, Switzerland. 


Messrs Sissons PLATT & Co, Chartered Accountants, 
of Broom Cliffe, 9 Broomhall Road, Sheffield, announce 
that as from October 3185, 1965, Mr I. К. CoLLINS, 
A.C.A., will leave the partnership to take up a com- 
mercial appointment. The practice will be continued 
by Mr К. Сожавр, F.c.a., and Mr J. D. SMITH, F.C.A., 
under the same style. 


Messrs Tianstey Wirr & Co, Chartered Account- 
ants, of 22/24 Ely Place, London EC1, announce that 
as from Monday, November 8th, their addreas will be 
28 Ely Place, London ЕСІ. >. f 

2 
Appointments 
Mr J. R. Connell, A.C.A., гав been co-opted to Ше 
board of D. E. Williams L 


Mr R. O. A. Keel, F.C.A., is being ТИЗЕ an 
executive director of Price & Pierce Ltd with effect 
from January rst, 1966. Mr Keel will be succeeded as 
man: director of The Heinemann Group of 
Publishers Ltd by Mr A. Dwye Evans, chairman of 
William Heinemann Ltd. 


Mr К. E. Mollard, A.C.A., has been co-opted to the 
board of Goulding Fertilisers Ltd. 


OBITUARY 
Henry Havelock Hammond, F.C.A. E 


It is with deep regret that we announce the death of 
Mr Henry Havelock Hammond, F.c.a., in the tragic 
air disaster at London Airport on Wednesday morning. 
Mr Hammond, who was 53, was an audit manager in 
the London office of Mesars Whinney Murray & Co, 
where he had been for the past eleven years. He 
qualified as a member of the former Society of Incor- 
porated Accountants in 1933. 


G. Godfrey Phillips, C.B.E. 


It is with much regret that we record the death last 
Sunday, at the age of 65, of Mr G. Godfrey Phillips, 
C.B.E., a former managing director of Lazard Brothers 
and chairman of the Equity and Law Life Assurance 
Society Ltd. 

Mr Phillips, who had a distinguished business 
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career, achieved international fame in earlier years as 
an administrator during the period 1934 42 when ће 
erved successively as Secretary of the Shanghai 
unicipal Council and Commissioner-General of the 
Shanghai International Settlement. He was a wise and 
respected member of the Panel of Judges for The 
Accountant Annual Awards for the two years 1958 and 
1959. 


William Alexander рий ` 

C.A., С.А.(8.А.), C.A.(S.R.) 
We have leatned with regret of the death on October 
8th of Mr William Alexander Duff, С.А. С.А.(5.А.), 
C.A.(8.R.), President of The Rhodesia Society of 
Accountants, who was killed in an aeroplane accident 
while flying solo on return from a cross-country 
at Mount Hampden near Salisbury. 

Born in Aberdeen in rgrr, Mr Duff first went to 
Rhodesia in 1948, and was a partner in the firm of 
Geo. MacKenzie & Co, Chartered Accountants, of 
Salisbury. His untimely death has come as a severe 
blow to The Rhodesia Society of Accountants, especially 
to its Council. 


x 
NORTHERN IRELAND NEW TOWN 
COMMISSION 


Chartered Accountant Appointed Member 


Mr Robert Hunter, a.c.a., has been appointed one of 
nine m the Northern Ireland New Town 
Commission which is to create the new city of Craig- 
avon, Northern Ireland. 

Mr Hunter, who was admitted to membership of 
the former Society of Incorporated Accountants in 
1934, is in practice in Portadown, Co. Armagh. 


PREMIUM SAVINGS BOND PRIZES 
A tax-free £25,000 quarterly first prize is to be intro- 
‘duced in the Premium Savings Bond draw in February 
' 1966. It will be paid out of the existing prize fund each 
` February, May, August and November. All Premium 
bonds, subject to the normal qualifying period, will be 
eligible for the draw. The balance of the money avail- 
able for prizes will be distributed, as at present, in 
prizes of values ranging from £5,000 to £25. In the 
months that the quarterly prize is not being paid the 
existing scale of prizes will be offered. 


. SCOTTISH INSTITUTE'S COMPUTER 
BOOKLET 

Speaking of Computers, by Mr James Allan, F.C.L8., is 

the title of a booklet just published by The Institute of 
Chartered Accountants of Scotland. 

'Ihe new publication, which extends to thirty-one 

pages, is a glossary of 340 computer terms, defined in 

_ continuous narrative and, for easy reference, alpha- 


| ACCOUNTANT 


577 


betically incexed at the back of the booklet. It will be 
used as а textbook in conjunction with the booklet, 
4 plain man's guide to computers, by the same author 
and published by the Institute in October 1964, for 
future courses on electronic data processing organized 
by the Instizute. 

Copies of the publication are obtainable from the 
offices of the Institute, 27 Queen Street, Edinburgh 2, 
price 3s ба. 


THE INSTITUTE OF COST AND WORES 
ACCOUNTANTS 


President's Luncheon 


The President of The Institute of Cost and Works 


Accountants, Mr H. Hodgson, F.C.A., F.C.W.A., gave а 
luncheon party on Wednesday of this week, at 63 
Portland Place, London Wr. Those present were: 

Mr W. Bishop, C.A., F.C.W.&., Sir John Carmichael, 
K.B.E., Deputy Chairman, Fisons Ltd, Mr A. B. Cawdron, 
Director, Metal Box Co Ltd, Mr J. B. Charles, Е.С.А., 
С.А.(8.А.), F.C.W.A., Mr L. W. COLE, B.COM., Director, 
Babcock & Wilcox Ltd, Mr P. Parker, M.v.o., Managin: 
Director, Booxers Engineering and Industrial Holdings Led 
Mr W. S. Risk, B.COM., C.A., F.C.W.A., Mr W. L. Spalding, 
B.8C.(ECON.), C.A., F.C.W.A., PCLS., Mr F. J. Weeks, Е.С.А., 
Accounting Director, W. D. & H. O. Wills Ltd, Mr M. H. 
Walters, C.B.., Secretary of б Institute. 


LIVERPOOL SOCIETY OF CHARTERED 
. ACCOUNTANTS 


Taxation Conference 


There was an attendance of over three hundred 
members at a Taxation Conference held at Llandudno 
from Thursday until Saturday of last week by the 
Liverpool Society of Chartered Accountants. The five 
papers presented were: “The corporation tax — general’, 
by Mr J. Christie, F.C.A., "Ihe corporation tax — . 
miscellaneous provisions’, by Mr A. Green, F.C.A., 
‘Income tax in relation to company taxation’, by Mr 
G. H. Vieler, F.C.A., "The corporation tax — close com- 
panies’, by Mr Percy F. Hughes, and "The capital 
gains tax’, by Professor С. 5А. Wheatcroft, M.A.(OXON), 
J-P., F.T.LI., F.B.I.M. 

Members were divided into discussion groups which 
met informally after each paper. Their questions were 
subsequently put to each speaker at final summary 
sessions. 


OFFICIAL RECEIVER APPOINTMENTS 
The Board o? Trade have announced that Mr Herbert 
William Kirkwood has been appointed Official Re- 
ceiver for the Bankruptcy Districts of the County 
Courts of Gloucester, Cheltenham and Swindon, and 
that his appointment as an Assistant Official Receiver 
for the Bankruptcy Districts of the County Courts of 
Southampton, Bournemouth, Newport and Ryde 
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(LW.), Portsmouth, Winchester, Salisbury and Dor- 
chester has been revokzd. 

The appointments о Mr George William Sisman as 
Official Receiver and Mr Kenneth Matthewson as an 
Assistant Official Receizer for the Bankruptcy Districts 
of the County Courts 5f Gloucester, Cheltenham and 
Swindon have been revoked, but their appointments 
as Official Receiver and Assistant Official Receiver 
respectively for the Barkruptcy Districts of the County 
Courts of Bristol, Bath, Bridgwater, Frome and Wells 
remain unchanged. 

It is also announced that the appointment of Mr 
John Martin Christensen as an Assistant Official 
Receiver for the Banlcuptcy Districts of the County 
Courts of Bristol, Ваё, Bridgwater, Frome and Wells 
has been revoked. His appointment as an Assistant 
Official Receiver for tae Bankruptcy Districts of the 
County Courts of rer Cheltenham and 
Swindon remains un 

These changes took 199 on October 18th, 1965, 
and are consequential apon the division of the district 
at present administered by the Official Receiver 
Bristol and the establ&hment of an Official Receiver, 
Gloucester, who will ceal with савев arising from the 
Bankruptcy Districts o? the County Courts of Glouces- 
ter, Cheltenham and Swindon. Pending the availability 
of local accommodation the Official Receiver, Glouces- 
ter, will be accommodated at 26 Baldwin Street, 
Bristol 1. 


SW. LONDON DISCUSSION GROUP 
The next meeting of the South-west London Char- 
tered Accountants’ Dscussion Group will be held on 
Monday next, Nover:ber ist, at 6.45 p.m., at The 
Three Compasses Hotel, Eden Street, Kingston upon 
Thames, when the subject will be “The capital gains 
tax’. 


THE ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP 


The monthly meeting for Bible reading and prayer 
will be held at т p.m. эп Monday next, November 1st, 
in the vestry of St Mary Woolnoth Church, King 
William Street, London EC3. The scripture for reading 
and thought will be r John, chapter 4, verse 1o. 
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THE CHARTERED ACCOUNTANT STUDENTS’ 
SOCIETY OF LONDON 
Lecture Meeting 
Mr Alan P. Hughes r.c.4., will deliver a lecture en- 
titled ‘Husband and wife taxation’, at 5.30 p.m. on 
Monday next, November rst, at The Little Ship Club, 
Bell Wharf Lane, Cennon Street, London EC4. 


Speakers’ Course 
The first practice debate in the speakers’ course will 
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be held in the Society’s Common Room at 43 London 
Wall, London ЕС2, at 6 p.m. on Wednesday next, 
November 3rd. : 


Inter-firm Comparison 


Mr W. J. Hayden Everitt, B.A., A.C.A. will speak on 
his work with The Centre for Inter-firm Comparison 
at a meeting of “The Taverners’ on Thursday next, 


November 4th, at 5.45 p.m. at The Green Man, l- / 


Bucklersbury, London Teo 


STATE AID TO DEVELOPMENT AREAS 
Annual Report 
'T'he fifth annual report to Parliament by the Board of 
Trade on the discharge of their obligations under the 
Local Employment Acte, 1960 and 1963, for the year 
ended March 31st, 1965, was published last week. 


The report shows that during the year the Board of: 


Trade offered assistance of over £40 million towards 
nearly 1,000 projects which were expected to create 
employment for over 60,000 people in development 
districts. In 1963-64, the first year in which addition 
inducements introduced under the 1963 the Act could 
be offered, the comparable figures were £30 million, 
483 projects and nearly 42,000 jobs. 

Projects in development districts in the North-east 
of England (£13°7 million) and the Glasgow and the 
central belt of Scotland (£131 million) accounted for 
well over half the total assistance offered and those on 
Merseyside (57:6 million) accounted for about a half 
of the remainder. The engineering industry (£15 
million) was offered.the largest amount of assistance 
followed by the motor industry (£5°3 million). The 
building of 130 new factories was approved during the 
year, mostly for letting, by the Industrial Estates 
Management Corporations. In the five years up to 
March 31st, 1965, 1,888 projects, expected to provide 
192,000 jobs, have been offered assistance totalling 


nearly £141 million. Copies of the report are obtainable A 


from Н.М.5.0., price 1s 6d (by post xs 94). 


ANNOTATED TAX CASES 


Part 2 of Volume XLIV of the Annotated Tax Cases, 
edited by Mr Peter Rees, of the Inner 'lemple, 
Barrister-at-law, is published today and contains 
reports, with notes on the judgments, of the following 
cases: Central and District Properties Ltd v. C.I.R. 
(C.A); Vandervell v. C.I.R. (С.А.); Hotung v. Hong 
Kong Collector of Stamp Revenue (P.C.); William Cory 
@ Son Ltd v. СІР. (H.L.); Kirkcaldy Linoleum 
Market Ltd v. Duncan and СІР. (C.8); Im re 
Embleton's Will Trusts (Ch.D.). 

'The annual subscription is sos post free and the 
publishers are Gee & Co шынын) Ltd, 151 Strand, 
London WC2. 
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New Legislation 


The date indicates when an Act received the Royal Assent. 


STATUTES 
Chapter 56: Compulsory Purchase Act, 1965 

An Act to consolidate the Lands Clauses Acts as 
applied by Part I of Schedule 2 to the Acquisition of 
Land (Authorisation Procedure) Act, 1946, and by 
certain other enactments, and to repeal certain pro- 
visions in the Lands Clauses Acts and related enact- 
ments which have ceased to have any effect. 


Price 3s 6d net. August 5th, 1965. 


Chapter 57: Nuclear Installations Act, 1965 

Act to consolidate the Nuclear Installations Acts, 
1959 and 1965. 
Price 3s net. August 5th, 1965. 
Chapter 58: 

Ministerial Salaries Consolidation Act, 1965 
An Act to consolidate the enactments relating to the 
salaries of Ministers, the pensions of Prime Ministers, 
the salaries of Opposition Leaders and Chief Whips 
and other matters connected therewith. 

Price 15 за net. August 5th, 1965. 


Chapter 59: New Towns Act, 1965 


An Act to consolidate certain enactments relating to 
new towns and to matters connected therewith, being 


~, (except in the case of section x (1) of the New Towns 
“Act, 1964) those enactments in their application to 


ak 


; Price od net. 


England and Wales; with corrections and improve- 
ments made under the Consolidation of Enactments 
(Procedure) Act, 1949. 


Price 6s net. August 5th, 1965. 


Chapter 60: Gas (Borrowing Powers) Act, 1965 
‘An Act to increase the amount which may be borrowed 
by the Gas Council and Area Boards under the Gas 
Act, 1948. 
Price 3d net. August 5th, 1965. 

Chapter 61: Judges’ Remuneration Act, 1965 
An Act to increase the salaries attached to certain high 
judicial offices; to increase the rate of the Lord 
Chancellor’s pension; to provide for the appointment 
of additional judges of the High Court in England; 
and for connected purposes. 

August 5th, 1965. 


Chapter 62: Redundancy Payments Act, 1965 
An Act to provide for the making by employers of pay- 
ments to employees in respect of redundancy; to 
establish a Redundancy Fund and to require employ- 
ers to pay contributions towards that fund and to 
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enable sums to be paid into that fund out of the Con- 
solidated Fund; to provide for payments to be made 
out of the Redundancy Fund; t amend the Contracts 
of Employment Act, 1963; to extend the jurisdiction of 
tribunals established under tke Industrial Training 
Act, 1964, and to make further provision as to pro- 
cedure іп relation to such tribunals; to enable certain 
statutory provisions relating to compensation to be 
modified in consequence of the provision for payments 
in respect of redundancy; and for F purposes connected 
with the matters aforesaid. 
Price 4s 6d net. ` August 5th, 1965. 
Chapter 63: Public Works Loans Act, 1965 
Ап Act to make further provisicn with respect to loana 
out of the Local Loans Fund; and for connected 
purposes. 
Price 9d net. pis 5th, 1965. 
Chapter 64: Commons Registration Act, 1965 | 

Ап Act to provide for the registration of common land 
and of town or village greens; со amend the law as to 
prescriptive claims to rights of. common; and for 
purposes connected therewith. 

' August 38i 1965. 


Price 1s 6d net. 

Chapter 65: International Monetary Fund Ah 
1965 

An Act to enable effect to be given to proposed increases 

in the quotas of the International Monetary Fund. 

Price 3d net. August 5th, 196 5. 


Chapter 66: Hire-Purchase Act, X965.. 


An Act to consolidate certain enactments relating to 
hire-purchase, credit-sale and Zonditional sale agree- 
ments in England and Wales; with corrections and 
improvements made under "ће ‘Consolidation of 
Enactments /Procedure).Act, 1949. 


Price 45 net. .. August sth, 1965. 


Chapter 67: Hire-Purchase (Scotland) Act, x965 
An Act to consolidate certain snactments relating to 
hire-purchase, credit-sale and зопашола! sale agree- 
ments in Scotland. 


Price 4s net. August 5th, 1965. 


Chapter 68: Salmon and Freshwater Fisheries 
Act, 1965. 

An Act to repeal and re-enact with amendments section 

9 of the Salmon and Freshwater Fisheries Act, 1923. 

Price 6d net. August. 5th, 1965. 


Chapter 69: Criminal Procedure (Attendance of 

Witnesses) Act, 1965 А 
Ап Act to make new provision for securing the attend- 
ance of witnesses in criminal prcceedings before Courts 
of Assize and Quarter Sessions; to abolish the binding 
over of prosezutors for the purpcse of such proceedings; 
to restrict the issue of subpoenas for securing the 
attendance of witnesses before Magistrates’ Courts; 
and for connected purposes, 


Price 1s 3d net. August 5th, 1965. 


: 580 


ACCOUNTANT 


October 30th, 1965 


THE INSTITUTE OF р 
CHARTERED ACCOUNTANTS OF SCOTLAND | 


Autumn Diet of Examination, September 1965 


mes 


PART IV 


In Part IF of the Institute's examination held on September 7th, 8th and gth, 1965, the 

undernoted sixty-seven candidates passed, making a 59:3 per cent pass for the year. 

Their names appear in alphabetical order and, where applicable, are followed b 
e 


the names of 


, P. F. (Wilson, Stizling & Co, Glasgow) 

AM J. А, (Thomson са & Со, Glasgow) 
Anderson, F. B. B. (John E. Watson & Co, Glasgow) 
Anderson, J. А. (Robertscn & Maxtore Graham, Edinburgh) 


Baird, J. S. (Gourlay & Пеав, Glasgow) 
Black, 5. iN (W. A. Wigton & Crawford, Edinburgh) 
Burns, J. 8. (MacLean Brodie & Forgie, Glasgow) 


Curley, 
Dallas, I. J. (McClelland, Moores & Co, Glasgow) 
Davies, „7 Ме» Millar, Edinburgh) 
Deakin, A. W. (Thomson McLintock & Co, Glasgow) 
Denison, M. E. (Thomson McLintock & Со, London 
Scott-Monc-ieff, Thomeon & Shiells, 
Drysd . (Wilson, S irling & Co, Glasgow) 

Dua, Р. N. (Dalgliesh & “Tullo, Edinb ) 

Dunlop, D. J. (Wilson, S irling & Co, Glasgow) 
Ferguson, С. С. (Hardie. Caldwell Ker & Hardie, Glasgow) 
Gray, J. B. (McClelland, Moores & Co, Glasgow) 

Hall, C. J. P. (Chiene & Tait, Edinburgh), 

Hasson, C. P- br. & Wilson, Glasgow) : 

Hird, D. F. (Flockhart & Grant, Aberdeen) 

Hopkins, H. C. (Deloitte, Plender, Griffiths & Co, London) 


Kerr, H. R. (Welsh, WalEer & Macpherson, Greenock) 


Lawes, W. E. (Touche, Foss, Bailey & Smart, London) 

Lawrie, N. D. (Peacock & Henry, Glasgow) 

Levy, Р. E. (Mann Judd Sordon & Со, Glasgow) 

MacDonald, А, D. Маск; (Graham, Smart & Annan, Edinburgh) 
McGrory, M (Miller, MacIntyre & Gellatly, Dundee) 
McHugh, Е. (McCosh, McLachlan & Co, Glasgow) 


inburgh) 
er, J. 


firms of the masters to whom they were indentured or assigne 


Mackay, W. S. (James D. Robertson, Burntisland) 

Mackintosh, К. J. (Thorburn, Turnbull. & Co, Glasgow) 
McLachlan, D. I. 5. (Robertson, Davies & Co, Glasgow) 

Maclean, J. N. (Reid & Mair, Glasgow) . 
McLucas, D. А. M. (John C. Frame & Co, Inverness) 

McMahon, P. (Allan C. Macreath & Co, Glasgow) 

Macmeeken, M. I N. dd ace & Somerville, Edinburgh) 
Macpherson, K. J. L. (McLachlan & Brown, Glasgow) 
Mathieson, К. W. rr, MacLeod & Macfarlan, Glasgow) 
Mathieson, R. S. . A. Wighton & Crawford, Edinburgh) 

Mills, D. É. (Lindsay, Jamieson & Haldane, London) 4 
Mortgomery, R. Т. (Boyack, Whitelaw & Aitchison, Edinburgh} 
Morrison, I. F. (Wilson, Stirling & Co, Glasgow) 

Murphy, J. F. (Alex. M. Shaw & Co, Glasgow) 


' Parkinson, D. К. (Williamson & Dunn, Aberdeen) 


Percy, J. P. (Graham, Smart & Annan, Edinburgh 
Pettman, C. R. (Thomson McLintock & Co, London) 
Pringle, A. B. (Russ, Ferguson & MacLennan, Stornoway) 


Ross, D. F. (Williamson & Dunn, Aberdeen) 
Roy, W. G. B. (Hourston, Macfarlane & Co, Glasgow) 


Semple, M. 8. (Wardhaugh & McVean, Glasgow) 
Заа А. (Wylie & Hutton, Edinburgh) . 

Smith, А. L. inney Murray & Co, London) 

Stewart, B. С. (Hardie, Caldwell Ker & Hardie, Glasgow) 
Tainsh, I. B. (John E. Watson & Co, Glasgow) 

Tait, J. K. (W. A. Wighton & Crawford, Edinburgh) 
'Thom, А. С. (McClelland, Moores & Co, Glasgow) 
'Thomson, А. W. (Anderson & Menzies, Kirkcaldy) 
Thornton, W. (McClelland, Moores & Co, Glasgow) 


Urquhart, A. R. H. (McWilliam, Stewart & Mellis, Inverness) Xx 
Wall, A. D. (Thomson McLintock & Co, London) 

Walsh, J. W. (Wilson, Stirling & Co, Glasgow) 

Young, А. W. (Cooper Brothers & Co, Glasgow) 

Youngson, G. (Smith & Williamson, Glasgow) 


PART V 
In Part Y of the Institute's examination held on September Sth, gth and roth, х965, the 


underncted thirty-seven candidates 
Their names appear in alphabeti 


ed, making 
order and, where applicable, are followed by 


a 67:5 per cent pass for the year. 


the names of the firms of the masters to whom they were indentured or assign: 


Anderson, E. (Brechin, Cole-Hamiltcn & Co, Glasgow) 
Bain, J. D. (Galbraith, Gunlop 8 Co, Glasgow) 

Више, D. О. S. (С. К. _ohnaton & Smillie, Edinburgh) 
Bissland, A. 8. ie, 'Zaldwell Ker & Hardie, Glasgow) 
Brown, D. (William J. Young & Brown, Glasgow) 
Campbell, J. Н. (Dicksom, McFarlane & Robinson, Glasgow) 
Coull, C, S. (James N. Foberts, Montrose) 

' Fleming, J. ©. (Thomsona McLintock & Co, Glasgow) 
Hunter, J. G. (Dingwall, Peden & Henderson, Edinburgh) 
Kinnear, C. R. M. (Thomson McLintock & Co, Glasgow) 
Lawrie, K. G. (Richardson & Lawson, Glasgow) 

Macfie, C. M. (Boyack, "Vhitelaw & Aitchison, Edinburgh) 
Macleod, N. A. (Watson. McCarroll & Co, Glasgow) 

McLernan, J. U. John H. Fraser & Crawford, Greenock) 
Millar, С. E. (Robertson & Maxtone Graham, Edinburgh) 
Mitchell, A. P. (Kirk & :ohnston, Glasgow) 

Morrison, A. C. (Thomscn, Jackson, Gourlay & Taylor, Glasgow) 
Muir, W. M. (Thomson McLintock & Co, Glasgow) 


O'Neil, В. (McLachlan"&*Brown, Glasgow) 


Paterson, R. (Davidson & Workman, Glasgow) 
er, R. J. (Smedley, Rule & Co, London) 
Robertson, R. C. (Kerr, MacLeod & Macfarlan, Glasgow) 
Ross, R. S. (R. A. Clement & Co, Glasgow) 
Russell, К. R. F. (Ferguson & Vost, Glasgow) 


Scott, К. C. S. (Davidson, Downie & McGown, Сі w) 
Sievwright, R. S. (R. C. Thomson & Murdoch, Dundee) 
Smith, Г: D iam J. Yo & Brown, Glasgow) 
Southwell, J. M. T. (Chiene & Tait, Edinburgh 
Stevenson, D. D. (John M. Geogh & Co, Edinburgh) 
Stewart, R. С. (Moir, Wood & бо, Berth) 

Taylor, К. (Kerr, MacLeod & Macfarlan, Glasgow) 
Waldron, А. (Girdwood, Allison & , Ayr) 

Walker, J. R. A. (Crawford & Angus, Dunoon) 

Whitelaw, A. (Wylie & Bisset, Glasgow) 

Wilson, J. T. (Geddes, Beaton & Co, Edinburgh) 

Wotherspoon, E. A. (McLay, McAlister & McGibbon, Glasgow) 


Young, B. R, (Thomson McLintock & Co, Glasgow) 
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Finance Bill Debates 


НЕ procedure of the House of Commons was the subject 

of a debate in the House last week. In the Third Report of 

the Sesct Committee it was recommended that an attempt . 
should be made to draft each annual Finance Bill in such a way 
as would take account of the desire of the House to commit at 
least some о: the provisions of the Bill to a standing committee 
‘upstairs’, thus removing those provisions from committee stage 
debate on th= floor of the House. 

Another recommendation was that a Select Committee — a sort 
of business committee — should ind:cate whica provisions and new 
clauses of the Finance Bill should be committed to a standing com- 
mittee ‘upstairs’. Thirdly, it was recommended that the business 
committee sould set out a time-table for the whole Finance Bill. 

Mr НеввЕ:т Bowden on behalf of the Gcvernment categoric- 
ally rejected all these recommendations. He pointed out that as 
regards the =me-table idea, the Government was hemmed in by 
statutory re=zictions contained in the Prov sional Collection of 
Taxes Act, 23913, the Parliament Act, 1911, and the Parliament 
Act, 1948. And as for dividing the Bill up into budgetary pro- 
visions and merely administrative provisions, the draftsmen 
would have zreat difficulty in coming to any decision. He said it 
was thought Ће did not say by whom) that only 4 per cent of the 
mammoth F:mance Bill, 1965, was purely administrative. 

This ackn-wledgement of the inadequacy of the draftsman in 
knowing whzt his draft was about rightly called forth severe 
criticism from Sir Martin КЕрМАУМЕ. He suggested that two 
separate Bill: could be drawn, and that the Treasury ought to be 
required to му again. But Mr BOWDEN stucx to his guns and in- 
sisted that th= draftsmen would not know how to divide up the Bill. 

He recalled a suggestion by the late HUGH 'SaITSKELL that there 
could be a tæ administration Bill every two or three years, which 
would be separate from the current Finance Bill. Mr Bowpen felt 
that such an extra Bill might well he crowded out. Moreover, tax 
administraticn was very often tied up with certain tax proposals 
in the currerc Finance Bill. The Government's decision was that 
while they would continue looking at the problem, they would 
continue to Eave things as they were. 

This is nct a very inspiring conclusion, but those who are most 
emphatic in сатап по a change are perhaps aot the ones who are 
most versed 1n drawing ànd passing Finance Acts. It is right that 
new provisio-s, particularly the revolutionary ones (of which there 
were so mar" this year), should be debated by the whole House 
and not left t5 the comparative obscurity of a standing committee. 
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Loans by Close Companies 


the harassments which the Finance Act, 1965, 

imposes on the vast majority of companies, 
that is to say, on trose companies which are un- 
fortunate enough tc fall within the wide definition 
of ‘close’. The draftsman of the Act seems to have 
proceeded on the fcoting that all close companies 
are operated by tex dodgers. Nowhere is this 
better exemplified than in section 75 which deals 
with loans made by close companies. 

It is true that in the past the controllers of 
private companies were sometimes wont to 
borrow money from them rather than to take 
dividends or directors’ remuneration, because a 
simple loan was nor a dividend and therefore did 
not attract surtax. There were cases where, on the 
facts, the loan was held to be a dividend and 
taxable accordingly. Or the Special Commis- 
sioners wreaked a revenge by making surtax 
directions for six years back. Nevertheless, there 
was avoidance to scme extent. Section 75 swings 
the pendulum the cther way with a vengeance. 

The first thing to notice about section 75 is that 
it is mandatory ; it 5 not a question of the Inland 
Revenue having to make a direction. Nor need 
the Inland Кеуепсе show that there was some 
avoidance motive. On the contrary, no matter 
how much the taxpayer proves that avoidance 
motives are absent, he will still be caught. 

After April sth. 1966, if a close company 
makes a loan or advances money to a person who 
is an individual аза also a participator or an 
associate of a pariicipator, then the company 
must pay over to the Inland Revenue a sum equal 
to tax at the current standard rate on the grossed 
up equivalent of the loan or advance (section 
75 (1)). Clearly ‘locn’ in this context must mean 
a loan of money ; it would not apply to a loan of 
bearer bonds, but it would apply to a loan of 
foreign money. Tre grossed up equivalent is 
arrived at by grossing up the loan at the standard 
rate (section 75 (4) . It follows that the company 
must hand over a sum equal to 33/47ths of the loan. 

The liability does not attach if (a) the company 
carries on a business which includes the lending 
of money, and (b) tne loan or advance is made in 


ЈЕ previous articles we have dealt with some of 


the course of that business. If the loan etc. is 
subsequently repaid, wholly or partly, then the 
Revenue must return a corresponding amount of 
the sum paid under section 75 (1). It should be 
observed that although these amounts going to 
and from the Inland Revenue are computed as 
though they are income tax, they are not in fact 
income tax; and the loan is not a distribution. It | 
follows that as the loan is not income for.tax , 
purposes, the recipient cannot claim any personal 
allowances on it. Although section 75 (1) 
apparently restricts the operation to loans etc. 
individuals, section 75 (7) extends it to loans etc. 
to (а) a company receiving the loan etc. in a 
fiduciary capacity, and (b) a company not resident 
in the United Kingdom. Apparently the company 
at (a) need not be receiving the loan in trust for 
an individual. The company could be receiving the 
loan in a fiduciary capacity for another company.. 

We come now to surtax. If the company 
releases or writes off the whole or part of the debt, 
the ‘person’ to whom the advance was made is to 
be treated for purposes of surtax as having then 
received an amount of income equal to the 
grossed up equivalent of the amount released oix ^ 
written off (section 75 (3)). The use of the word 
‘person’ instead of individual is presumably done 
with an eye to the fiduciary or foreign company, 
although how either of these is to be assessed to 
surtax is not clear. Banking and other companies 
which act in a fiduciary capacity may well be in ` 
some quandary as to how they will be affected; 
perhaps the notional income which they have 
never had may nevertheless be treated as their 
income for apportionment purposes. The pro- 
vision is incredibly vague in its wording. 

- Even in the ordinary case of a loan to an 
individual, the provision can work very harshly. 
The mere fact that a company writes off a debt as 
bad or doubtful does not prevent it from recover- , . 
ing that debt. Nevertheless, there is no provision. 
to permit the debtor to recover the surtax when 
he eventually repays the debt. Another hardship 
for which the section makes no provision is the 
case where the debtor pays full consideration to 
a third party to take over liability for the debt. If 
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that new debtor subsequently defaults (or 

threatens to default), the original borrower will 

still have to pay surtax. 

_{ What section 75 (3) does deal with (by proviso) 
‘is the case where the original debtor dies while 
the debt is still outstanding. In that case, section 
75 (3) applies to the person from whom the debt 
is due at the time of writing off. If it is due from 
him in the capacity of a personal representative, 
the amount treated as received by him is to be 
included in the aggregate income of the estate 
under Part XTX of the Income Tax Act, 1952. 

The proviso to section 75 (3) also purports to 
deal with the case where the original loan or 
advance was made to trustees of a trust which 
has come to an end. This supports the view that 
when section 75 (1) refers to an ‘individual’ it 

Xincludes loans to a group of individuals jointly. 
‘The question then arises how this group is to be 

- dealt with for surtax purposes when a writing off 
is made. Suppose one individual is released but 
the right against the others is preserved. Does the 
released individual have to pay surtax on the 
loan? If each of the other individuals is released 
in turn, do they each have to pay surtax? 

То return to the trustees, what is to happen if 
there is a release before the trust has come to an 
end? Do the trustees have the loan (as grossed 
up) attributed to them personally for tax purposes, 

~ „ог must one look at the trusts and apportion the 

"Msurtax liability among the beneficiaries? The 
‘proviso is unclear on these matters, but it does 
say that if the trust has come to an end by the 
time of the writing off, then the person from 
whom the debt is due at the time of release is to 
be treated as receiving the grossed up equivalent 
of the loan, for surtax purposes. 

Given an intention to write off a loan which is 
within section 75, and which was made to some 
person who has died, or to trustees of a trust which 
has since been wound up, there may be advant- 
ages 1n arranging for some company first to take 
over the liability for the loan. 

The draftsman of section 75 (3) has certainly 
overlooked some of the repercussions of the sub- 

. section, but subsection (5) shows that he has 

K kept one thing in mind. This is the fact that a 

person taking a loan from a close company may 
have to pay tax on it under section 408 of the 
Income Tax Act, 1952. This section applies 
where settlement income is accumulated and the 
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settlor takes a loan (or the repayment of a loan) 
from a company connected: with the settlement. 
Section 75 (5) directs that section 75 (3) shall not 
have effect in relation to a loan etc. made to a 
person if апу sum falls in respect of. the loan to 
be included in Ла income by virtue of section 408, 
except to the extent that the amount written off 
exceeds the sums previously falling to be included 
in section 408 liability (without the addition for 
income tax provided for by section 408 (4)). 

'The sequence of events may be as follows: 
(а) the settlor makes the settlement; (Б) а com- 
pany connected with the settlement makes a loan 
to him; (c) the loan is written off; (4) income of 
the settlement is accumulated. In this order of 
events, the writinz off of the loan would attract 
surtax under section 75 before any section 408 
liability arose. In that case, the subsequent section 
408 liability is to be reduced accordingly. 

Now the relief provided by section 75 (5) 
contempla:es that the person charged under 
section 403 is the same as the person who took 
the loan. But section 408 charges a married man 
in respect of a loan made by the connected 
company io his wife. Section 75 (5) does not 
provide expressly for relief in such a case. 

Bad as the forezoing subsections of section 75 
are, they are a shining light compared with 
section 75 (6) which the draftsman evidently 
wrote while wearing blinkers. These allowed him 
to see only the minority of tax dodgers, and 
kept out of sight the vast majority of perfectly 
innocent transactions which also will be caught. 
The subsection can apply only where both of the 
two following events happen ‘under arrange- 
ments made by any person otherwise than in the 
ordinary course of a business carried on by him’: 

(а) a close company (C. Ltd) makes a loan or 

advance to a person who is not a partici- 
pator or an associate of a participator; and 

(5) some person other than C. Ltd: 

(i) makes г payment to; ог 
(11) transfers property to; or 
(iii) releases or satisfies (in whole or part) a 
liability of 
an individual who is a participator or an 
associate of a participator of C. Ltd. 
Unless the transaction at (5) by itself imposes on 
the individual surtax liability on an amount not 
less than the grossed up equivalent of the loan or 
advance, then section 75 is to apply as though the 
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loan or advance had been made to him. If the 
. independent liability is on a sum which is only £r 
less than the grossec up equivalent of the loan, 
then there is also full liability under section 75 (6). 
The payment made within (i) above need not 
be a gratuitous payment; it could well be the 
: repayment of debt, or the payment of purchase 
money for property bought at full value. 
Example 
P.P. out of pure patriotism makes an interest-free 
loan of £100,000 to ihe Treasury. He wishes to 
take the money back but is anxious for the 
Treasury not to suffer. Therefore he uses his 
(purely moral) influence with C. Ltd to make a 
similar interest-free loan, and then withdraws his 
own £100,000. Now .t so happens, although P.P. 
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did not know it, that (a) his grandfather owns a 
single share out of a million 5 per cent non- 
cumulative preference shares in C. Ltd, and (5) 
C. Ltd. is a close company. P.P. is thus an 


associate of a participator in C. Ltd. Therefore ; 


C. Ltd must account to the Revenue for 
£70,213 under section 75 (1). Before C. Ltd 
has realized this it decides, in a further burst 
of patriotism, and without referring to P.P., 
to release the Treasury from repaying the 
£100,000 loan. It follows that P.P. must now pay 
surtax on £170,213, at say, rosin the £. Thus the 
kindly actions of P.P. and C. Ltd have not only 
conferred {100,000 on the Treasury, but also 


enabled (and bound) the Inland Revenue to 


collect a further £155,329 in tax. 


Mistakes in the Registration of Charges 


by J. D. B. OLIVER, B.A., A.C.A. 


1948, require ccmpanies to register certain 

charges with the Registrar of Companies, and 
section 98 (2) provides that 

. the Registrar skall give a certificate under his 

ue of thes registration of any charge registered in 

- pursuance of this Part of this Act, stating the 

amount thereby secured, and the certificate shall 

be conclusive evidemce that the requirements of 

this Part of this Act as to registration have been 

complied with.’ 

What happens, then, if the particulars delivered 
to the Registrar are incorrect, so that they are 
wrongly recorded b7 the Registrar, yet he is 
unaware of the error and issues his certificate in 
due course? Is the certificate nevertheless ‘соп- 
clusive evidence’ of compliance with the Act or 


ep 95-97 of the Companies Act, 


can the charge be upset by the company or апу . 


other interested persoa for want of proper registra- 


tion, or may rectification be claimed under section ` 


101? This question, though it may appear abstruse, 
has in fact cropped up recently in two cases. The 
first, In re Mechanisateons (Eaglescliffe) Ltd ([1965] 
2W.L.R. 702), involved a mistake as to the amount 
secured; while the second, In re Eric Holmes 
(Property) Lid. ([1965] 2 W.L.R. 1260), con- 
cerned a mistake as ta the date of execution. 
However, in seeking an answer to the present 
problem one must really begin with the case of 


National Provincial and Union Bank of England: 


v. Charnley ([1924] І К.В. 431). А company had 
created a charge оузг leasehold property and 


movable plant but the particulars sent to the 
Registrar omitted any mention of the movable 
ү as did the Registrar’s certificate. ‘The 
egislation covering the issue in point was the 
same as at the present time—sections 95, 96 and 98 
of the Companies Act, 1948, being based on 
similar provisions in the Companies Act, 1929, 
and the Companies (Consolidation) Act, 1908. 


The Court held that the charge was duly regis- X 


tered notwithstanding the inaccuracy in the раг- ( 
ticulars, and Scrutton, L.J., said, at page 448: 


‘The result of the legislation as it appe 

me is that if the document sent in for registration 
does contain a charge on particular property, even 
if the company sending it in has misstated that 
charge, or the Registrar considering it judicially has 
misunderstood it, whenever the certificate has been 
given the grantees are safe. Though one can see 
that this may cause great hardship to a person who 
gives credit to the company in reliance on a defec- 
tive register, one can also see that equal hardship 
would be caused to secured creditors if their 
security was to be upset for reasons connected with 
the action of persons over whom they had no 
control.’ 


The charge was therefore valid against the com- 
pany and the creditors. 


Mistake as to Amount Secured 


This decision was followed in the recent case of 
In re Mechanisations (Eaglescliffe) Ltd. The facts 
here were, briefly, that National Benzole agreed 
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with the company by two legal charges in 


1959-60 to advance up to £18,000 in арртера:е,. 


together with interest payable and certain otker 
sums, these advances to be secured on the frce- 
hold property of.the company. When the pzr- 
ticulars were submitted to the Registrar uncer 
section 95 (1), the amount secured was shown as 
the principal sum only, no mention being made 
of the interest or the other sums. The charges 
were registered on that basis and the certificate 


issued by the Registrar also only mentioned the . 


principal sum. 

In November 1963 the company passed a 
special resolution for a creditors’ voluntery 
winding-up. At that time the company owed the 
mortgagees £23,218, Le. £5,218 more than the 
total amount secured as shown in the Керізігет'в 
certificate and on the charges file at the regist-y. 
The liquidator accordingly sought a declaration 

„that the charges were void against him and гпу 
creditors of the company for want of registraton 
to the extent of any security in excess of £18,030. 
The mortgagees applied for rectification of the 
register under section ror so as to validate -Һе 
further amounts secured by the charge. 

Buckley, J., holding that the charge constitu-ed 
a valid security for the full amount owing, sad, 
at page 712: 

"The condition contained in section 95 (1) лав 
nothing to do with the entry in the register: і is 
that the prescribed particulars, together with -he 
instrument creating the charge, shall have been 
delivered to the Registrar; once that has been dene 
the condition contemplated by the subsection лав 
been satisfied. Тће effect of section 98 (2) appears 
to me to be that when the Registrar gives his consent 
it is to be evidence in fact not only that he, -he 
Registrar, has entered the particulars in -he 
register of charges, but also that the steps prelimin- 
ary thereto have been carried out, that is to say that 
E prescribed particulars have been presented to 


In order, therefore, to discover the exact terns 
and the effect one must refer to the documeats 
creating the charge, of which the company must, 
of course, keep a copy under section 103, with a 
right of inspection under section 105. 

On the application for rectification, Buckley, J., 
after referring to In re Abrahams (S.) & Sons 
([1902] т Ch. 695) and In re Anglo Oriental Car5et 
Manufacturing Co ([1903] 1 Ch. 914), said: 

‘It appears to me that a very exceptional case 
would have to be made out to justify the Court in 
making any order under section 101 after a ccm- 
pany had gone into liquidation and the rights of 
unsecured creditors in the liquidation crystallized.’ 
In the other recent case, In re Eric Holmes 
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(Property) Lid, R., a shareholder, advanced 
money to the company for the purchase of three 
properties in January, May and September 1960, 
respectively. The company gave undertakings to 
execute formal mortgages on demand but no 
interest was charged on th» advances. 

Ata meeting on May 21st, 1961, by which time . 
the company was in some financial difficulty, R. 
requested that formal charges be executed. 
Charges on two of the prcperties were executed 
on June 5th, buz the date was not filled in at 
the time and was later eatered as June 23rd. 
They were submitted for rezistration on July 11th, 
within three weeks of June 23rd but over three 
weeks from June 5th, the zeal date of execution. 
R. was not implicated in tke insertion of the false 
date and the subsequent submission to the 
Registrar. A second mcrtgage on the third 
property was executed and dated, correctly, June 
21st. This was registered on June 26th. 


Fraudulent Preference 


On August 4th the members at an extraordinary 
general meeting resolved tc wind up the company 
voluntarily. Subsequently the liquidator sought a 
declaration that the two charges executed on June 
5th were void under section 95 (1), not having 
been registered within twenty-one days of their 
creation, and that furthermore both these charges 
and the charge executed or June 21st constituted 
a fraudulent preference of R. under section 320 
(1). 

Pennycuick, J., held that the charges consti- 
tuted a fraudulent preference and so were void 
against the liquidator. Altnough the question of 
the validity of registration did not, therefore, need 
to be decided, the learned judge did go on to 
state that even though the date was incorrect, the 
issue of the Registrar's certificate was conclusive . 
evidence that the requirements of the Act had 
been complied with. He rejected the argument of 
counsel for the liquidato- that section 91, by 
implication, forbade the registration of charges 
which did not require or permit of registration 
under the Act, including charges executed out- 
side the twenty-one-day period, so that the 
charges were not eligible for registration and the 
purported registration was a nullity. It was also 
possible to distinguish an earlier case on largely 
similar facts, Esberger & Sons Ltd v. Capital and 
Counties Bank ([1913] 2 Ch. 366), because in that 
case, for some unknown reason, the conclusive- 


‘ness of the Registrar’s cert-ficate was not pleaded. 


The learned judge also rejected the contention 
of counsel for R. that веслоп ror (rectification) 
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was wholly inapplicable in the present circum- 
stances, saying that to hold this would have 


<... the remarkable -esult it seems to me, that even 
in the case of fraud the certificate would be con- 
clusive and there would be no means of putting the 
matter right. I до mot accept that contention. On 
the other hand the power to rectify is one which is 
not to be lightly exercised, particularly after 
liquidation has crzstalized the rights of the 
parties.’ 


The mistake in the present case was that of the 
company and not of R. and 


‘,.. if I were required to exercise a discretion under 
section тот, I do rot think I should exercise it 
adversely to R.’ 


It is submitted that the above cases clearly show 
oe there is a gap-in tae present law relating to the 

istration of charzes which has, moreover, 
apparently: escaped the attention of the Jenkins 
Committee for there was no reference to it in 
their report. In no circumstances should a com- 
pany be able to avoid or invalidate the whole or 
any part of a charge cn its property by relying on 
its own mistake, however innocent. 


Closing the Gap 


One solution might be to require the original 
deed creating the charge to be submitted to the 
Registrar and place < duty on him to see that the 
particulars as subm tted by the company are 
correct. 'This would 5e difficult to administer in 
practice and would c-eate additional work. 

The better answer would be to amend the law 
along the lines suggested by Prof. Gower in his 
Report on the Company Law of Ghana. In the draft 
Bill set out in that report (and since enacted as 
the Ghana Companie3 Code, 1963) section 112 (2) 
States: 

"The Registrar shall give a certificate under his 
hand of the registration of particulars of any charge 
registered in pursuance of such sections and the 
certificate shall be conclusive evidence, except in 
favour of the compzny or any other person who 
shall ‘have delivered -alse or incomplete particulars 
or an incorrect copy of any document, that the 
requirements of sections 107-110 of the Code have 
been complied with.’ 

In his comment on this proposed section, Prof. 
Gower refers to secticn 98 of the Companies Act, 
1948; which, he says: 
. provides that a certificate is conclusive evidence 
without any exception. This may be reasonable 
where the cda. dsed of charge has to be pro- 


duced to the Registrar, though, even so, it is not 
wholly apparent why the certificate should be con- 
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clusive in favour of the company. The important 
thing is to ensure that it is conclusive against the 
company in favour of anyone who has relied upon 
it.” 


This, surely, is entirely reasonable. к is, indeed, ^^ 


the result at which the Courts seem to have been 
aiming in the above-cited cases, see especially the 
dictum of Pennycuick, J., in In re Eric Holmes 
(Property) Ltd, quoted above. Nevertheless, the 
position is not certain and it requires legislative 
action on the lines suggested above to make it so. 

In the meantime, some caution is needed in 
relying on an entry in the charges file of a com- 
pany at the Companies Registry. It is obviously 
wise to inspect the company's own register of 
charges and the copy of the original instrument 
required to be kept by the company. This is a 


prudent precaution in any case because the 4 


charges required to be registered under section 95` 
are not co-extensive with those requiring entry 
in the company's register under section 104; 
section 95 applies only to specified classes of 
mortgages or charges, while section 104 is general 
in nature and scope — see Palmer's Company Law 
(20th edition), at page 424. When a charge is 
created the lender would be well advised to register 
the charge with the Registrar himself under 
section 96 (2) as is already done by many institu- 
tional lenders, so as to minimize the risk of any 
litigation on the question of a mistake in the 
registration. 


Liability in Tort f 
In conclusion, if a creditor of a company 
suffered loss through relving on erroneous par- 
ticulars of a charge entered on the charges file – 
the company being negligent in its submission 
of the particulars – could he sue the company for 
negligence? This is an interesting question be- 
cause since Hedley Byrne & Co v. Heller & 
Partners ([1964] А.С.465) there may be liability 
for negligent misstatements causing financial 
loss. The company surely owes a duty in this case 
to those whom it may reasonably foresee would 
inspect the file, which includes present and future 
creditors, and though it may claim that the 
creditor has been contributorily negligent in not 
searching the company's own charges register (if 
that shows the correct details) it would seem that 


it may still be liable. However, this is a ponder- . 


ous way of achieving what-could and should be 
done by amendment to the Companies Act, 1948, 
and it is hoped that something along the lines 
suggested above will be included in the forth- 
coming Bill. 
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Sweda Avesuntants Analysis Machine 


saves you time, spares your patience, does lots more besides 


Manual analysis of incomplete records can Е за 
tedious, heart-breaking business. Why sufer? 


The Sweda Accountants Analysis Machine will - 


get you over the work in less than half the time 
with 100% accuracy, full working paper inor- 
mation, and with no loss of explanatory notes ог 
details. Itwill dolots more besides: wages, petty 
cash, ledger balances, dividends and mere, 
all far faster and with complete accuracy. ‘et 
it’s simplicity itself to operate. Easy to pro- 
cure, too: you can buy itor hire it. Like to Кг ом 
more? Post the coupon: ме"! reply by геї т. 


Monroe International (U. X.) Ltd., Litton House, 
Goswell Road, London, E.C.1. Tel. CLE 3090. 


MONECOEISWEDA 
A DIVISION OF LITTON INDUSTRIES 


Please send me full details. of the 
Sweda Accountants Analysis Machine. 
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‘instant information! | 


PRODUCT FORECASTS: TERRITCAY SALES: SALESMAN PERFORMANCE: SALES BY PRODUCT: PURCHASE LEDGER 
CUSTOMER ACCOUNTS: FACTORY QUDGETS: COSTING DETAILS: BILLS OF MATERIALS: FINISHED PARTS STOCKS 
, SCHEDULING DETAILS: PERSONNEL®INCENTIVE PAYROLL: FINISHED PRODUCT STOCKS: SHARE REGISTRATION 
; TERRITORY SALES: PRODUCT FORECASTS: SALESMAN PERFORMANCE: SALES BY PRODUCT: PURCHASE LEDGER 
i FACTORY BUDGETS: CUSTOMER ACCOUNTS: COSTING DETAILS: BILLS OF MATERIALS: FINISHED PARTS STOCKS 
‘ “INCENTIVE PAYROLL: SCHEDULING DETAILS: FINISHED PRODUCT STOCKS: PERSONNEL: SHARE REGISTRATION 
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SALESMAN PERFORMANCE: PRODUCT FORECASTS: TERRITORY SALES: SALES BY PRODUCT: PURCHASE LEDGER 
COSTING DETAILS: CUSTOMER ACCOUNTS: FACTORY BUDGETS: BILLS OF MATERIALS: FINISHED PARTS STOCKS 
FINISHED PRODUCT STOCKS: INCENTIVE PAYROLL: SCHEDULING DETAILS: PERSONNEL: SHARE REGISTRATION 





Direct access turns your computer from a mere data processing machine into a manage- 
ment information system. All the information you need for effective control of your 
business can be stored on an IBM direct access device – and be instantly available to any 
of your executives. With direct access your records are as up-to-date as the last transac- 
tion, Changes in every aspect of your organisation's activity can be immediately reflected 
in the relevant records. Pioneers and leaders in direct access, ІВМ has equipment rang- 
ing from a single Disk Pack (featured above), with capacity for over 7 million characters 
of information, to larger units capable of holding up to 400 millions. Whatever the size of 
your business, you can choose the combination that suits your precise needs. Even more 
important, IBM has the experience and programming support to enable your management 
to get the maximum benefit from your computer. Contact your local IBM office or Mr. 
P. D. Riches, Industry Marketing Manager, IBM United Kingdom Limited, 101 Wigmore 
Street, London, W.1. Telephone: WELbeck 6€00. : 


DIRECT ACCESS WITH L 
IBM 
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Insurance for Emergency Air Trips 


° by AN INSURANCE CORRESPONDENT . 


ANY companies in the United Kizg- 

dom have personnel serving оуегв=аз 

in different capacities. In some саев 
this may be for no longer than until the ccm- 
pletion of a particular business contract; in otzer 
cases the tour of duty may be for a long per od 
(although reasonable home leave is customarly 
allowed during this time). There are often mzay 
problems connected with employing men end 
women overseas; one, however, is of a v=ry 
personal nature. 'This may not be contempla=d 
or considered until it arises, whereas careful 


S planning in advance can make allowance Юг 


it — and ensure that the necessary insurasce 
cover is in force to meet the resulting cost. 

Briefly, from time to time when employ=es 
are serving abroad, one of them may receive w-at 
is familiarly known as ‘bad news’. This may be a 
message to the effect that a close relation in 
Britain is seriously ill, and in these circumstan-es 
the company will realize that the emplo-ee 
should make all speed to the bedside of сле 
sick relative. Usually no problem arises озег 
compassionate leave being granted; where th=re 
may be difficulty is in connection with the cst 
of the air passage, especially if the journey is 
half-way across the world. 


Moral Issue 
It may happen that the employee can afferd 


the cost and is ready to spend his savings in this ^ 


way. But even when this is so, there is the poin as 
to whether, morally, the company should pay ле 
cost. After all, it can be argued, it was the coza- 
pany or firm who wished to employ him overseas. 

Often, however, the employee may not зе 
able to meet the cost of the fare from his ozn 
resources and will look to the firm for assistance, 
albeit on an ex gratia basis. 

An employer cannot possibly estimate h-w 
many calls on generosity in this way there may 
be during a year or in connection with a particular 
contract. Such emergencies are frequently coa- 


‚ pletely unexpected and cannot be budgeted 5r 


in advance. To overcome this difficulty, th-re 
is a special form of insurance. This provides 
indemnity against the cost of emergency journeys 
of employees called home to visit close relatives 
on the very seriously ill list. This means that mot 


only is the cost of such journeys forthcoming 
without епу problems, but that it is possible to 
budget ahead for the cost of these emergencies 
with complete certainty. It is known in advance 
exactly how much the premium will be for 
each employee, and apart from the fact that the 
employee will be on compassionate leave when 
this type of emergency arises, there is no further 
cost to the firm. 

Provided adequate coverage has been arranged, 
all should be well; for -he cost of incidental 
transport, such as taxi апі rail fares to or from 
airports — and even subsistence — can be included 
in the policy. Nevertheless, there are points which 
can cause concern, and it is as well that they 
should be fully considered. This form of policy 
has been devised solely on humanitarian grounds; 
since it is a legal contract obviously there must 
be conditions. The phrase ‘very seriously ill’ 
needs to be defined. So far as the policy is 
concerned it means a medical condition which, 
by customary practice о: the British medical 
profession and hospital administration, is con- 


` sidered such as to warrant placing the patient 


on the ‘very seriously ill’ list and to warrant 
relatives being notified that their attendance is 


‚© desirable in view of an imminent possibility of 


the patient succumbing tc the illness. It can be 
seen, therefore, that the msurance applies only 
in strictly compassionate cases. 

On the other hand, this is not a life assurance 
scheme, and no payment is made under this 
type of policy for a journey which is undertaken 
by anyone after they have heard of the death of 
the relative. In this case the humane considera- 
tions on which the scheme is based are regarded 
as being inapplicable. 


Loading for Short-term Policies 


One effect of this concition is to make it 
relatively cheap for this type of insurance to be 
arranged on a group basis. There is, however, 
a loading of the pro rata annual rate for a policy 
taken out for a short term — as is customary with 
many types of insurance. For instance, the 
premium for cover for one month is one-quarter of 
the annual premium. Insurance for six months 
costs three-quarters of the full premium. 
Besides arranging cove- for the fare for an 
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employee working overseas to visit a 'very 
seriously ill’ relative im Britain, the procedure can 
be reversed — i.e. shculd the employee become 
very ill while he is abroad, a member of his 
family may be flown out to visit him. Although 
there is a separate p-emium for this insurance 
(since it constitutes а. completely different risk), 
usually a reduction is allowed when the insurance 
is placed ‘each way’ along these lines. 

Basically, a policy cf this kind covers the main 
transport by air and/or sea and return to duty 
by air and/or sea, and it is on the fare for such 
travel that the premium for the policy is arranged. 
In addition it is usuzl to allow for costs of up 
to £20 for incidental -ransport. This is intended 
to cover the cost of travel to and from the main 
starting-point, and to and from the main desti- 
nation. Such items as taxis and rail fares to sea 
and airports would fail under this heading. 

It is also standard practice, where a relation 
from Britain will be visiting a seriously ill 
employee abroad, for a subsistence allowance to 
be provided under tke policy. Usually the sum 
allowed is up to £4 a. day (up to a maximum of 
twenty days). Generzlly speaking, an employee 
returning from overseas to visit a relation in 
Britain will not require this allowance. Neverthe- 
less, where this shou d be necessary, additional 
indemnity can be included on payment of an 
additional premium 0: 155. 

Besides these actua. costs in connection with a 
journey, there is a limited form of personal 
accident cover in the »olicy. Provided the person 
who makes the emerzency journey is not over 
65, he or she is covered (up to a maximum of 
twenty-eight days) fcr £2,000 in the event of 
loss of two limbs or еу>з, and compensation at the 
rate of {12 a week vp to a limit of twenty-six 
weeks if an accident should result in temporary 
total disablement. 


Premium Rates 


There is no single set rate of premium. The 
cost of this insurance varies fairly widely — being 
based on the risk which from experience is known 
to exist. The premum is usually lower for 
providing cover for an employee making an 
emergency journey tc Britain, than it is in order 
to provide cover te operate in the reverse 
direction. | 

For an employee working abroad to come to 
Britain to visit a sick relation, assuming the 
main return fare to be £300, the premium is of 
the order of £4 10s. An additional 15s would be 
payable if subsistence allowance was required. For 
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cover in respect of the man abroad (ie. for 
somebody from home to visit him), the premium 
would be in the region of 26 15. If the two policies 
were combined, there would be an overall 
reduction of то per cent. | 

It should be borne in mind, however, that the 
insurance is always based on the potentially ill 
person; and each insurance, therefore, applies 
to only one named person becoming seriously ill. 
ТЕ a man is abroad for a comparatively short 
period and has left a wife and children in Britain, 
it will be necessary for separate insurance 
arrangements to be made for each named person 
to be visited. Nevertheless, there are certain 
premium reductions for quantity. For instance, a 
discount of 15 per cent is allowed for two people, 
25 per cent for three, and 4o per cent for four 
or more people. So in terms of a basic fare of 
£300 for the return fare from overseas, the 


Ma 
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annual premium in the case of a wife and two ' 


children being named in the policy would be 
just over £10. 


Surcharges 


Although a basic premium has been quoted for 
& person from Britain to visit a seriously ill 
employee abroad, there are surcharges when the 
person to be visited will be there for more than 
three months. The amount of the surcharge 
depends on the area in which the employee is 
working. For instance, if the nearest airport 
should be Nairobi, the basic premium is doubled ; 


Baghdad, and 25 per cent for Jamaica. These, 
however, are picked at random from a list which 
ranges from Ађадап to Windhoek, and includes 
towns such as Brazzaville and Leopoldville where 
the surcharge is 150 per cent of the basic rate. 

. When dealing with human feelings, as this 
insurance does, it is good to know that, quite 
apart from the monetary aspect, the insurers of 
this scheme have good relations with the leading 
airlines of the world. This means that apart 
from the cost of the fare being met, every effort 
is likely to be made to arrange a quick passage 
with the minimum of hindrance. 

Though many firms and companies with 
employees overseas are willing to effect this kind 
of insurance on a group basis, or to undertake 
that in similar circumstances the cost of fares will 
be met, in cases where this is not possible for 
any reason, there is much to be said for the 
concern actively to encourage its employees 
to effect this type of insurance on their own 
behalf. 


‘it is subject to a surcharge of 50 per cent бог. 
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Management 
Information 


CONTRIBUTED 


AM feeling rather pleased with myself. I have 

survived a salutary experience – the English 

Institute's Pilot Course in Management 
Information held at the Hotel Metropole, 
Brighton, last week. 

Iamtoldthat the questionnaire sent to members 
in January revealed a substantial demand for 
courses dealing with modern techniques of 
preparing and presenting management infor- 


X. mation, and as a result the Council has approved 


a comprehensive series of courses on this end 
other subjects. 

As in the case of the successful series of E.D.P. 
courses, the Council decided to hold a pilot course 


to hammer out the type of course most suitable . 


for members and a very distinguished body of 
lecturers came to the aid of the Institute. 

The objective was to evolve a course suitable 
for those with ‘little or no knowledge’ of these 
techniques and the Institute could hardly have 
made a better choice than me as a guinea piz — 
none could know less about them than I! 

I found the course a most stimulating experi- 
ence – not only did I learn a lot, but I realized 
what rapid developments had taken place and Low 
urgent it is that members of the Institute should 
be aware of these techniques and their many 
applications; indeed, accountants should play a 
full part in the further development of these 
modern methods. The profession holds a pre- 
eminent position in the business world, a position 
which could well be lost to mathematicians and 
economists; the Institute is, therefore, to be 
congratulated on inaugurating these courses to 
enable members to bring themselves up to date 
in the methods of preparing and presenting man- 
agement information. 

The course started with an introduction to the 
concepts of information sciences, followed by a 
preview of business structure. We learnt вогле- 
thing of the two-fold use of management infor- 
mation: first, as an aid to making decisions znd 
future plans; second, as a means of checking the 
implementation and performance of those plans 
and decisions. 

This was followed by a lecture on business 
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structure and then we considered methods of 
measuring the return on capital invested, in- 
cluding the discounted cash-flow method. An 
excellentexposition of budzetary control followed. 

Work study and standard and marginal costing 
were the subjects of the next two lectures. We 
were then faced with a case study to see just how 
much we had absorbed so far. The following 
lecture introduced us to operational research. 

At this point life became much more difficult, 
but first we were lulled into a false sensé of 
security by a light and fascinating address on 
mathemztics and statistics — it seemed familiar 
but had we really known all that long ago? How 
much one forgets! 

Then we plunged straight into network 
analysis, linear programming simulations and 
models, and finally an adcress on the use of these 
and other matkematical techniques in decision 
making. These, together with a lecture on pro- 
gramming for profitability, gave us an insight into 
new and rapidly develop-ng aspects of manage- 
ment science; they also geve us some idea of the 
partaccountants could plav in these developments. 

Some of these techniques can be used pa 
but some need a computer to develop their 
potential. Just how computers can be used as aids 
to management was illustrated in the next lecture, 
and there we reached our second hurdle in the 
shape of another more sophisticated case study. 

The course ended with an address by the 
Institute's Tecanical Officer, Mr Dudley W. 
Hooper, on ‘The future - integrated total 
systems'. After the course, a meeting was held 
to decide what changes were necessary to fit the 
course for members. 


Exacting but Worth While 

This was a thoroughly hard, exacting and worth- 
while week. From it should emerge a course 
which will do much to introduce members of the 
Institute to modern management techniques. 
Future courses will, I understand, be aimed at 
all classes of members – those in industry as well 
as those in practice. I hope members in general 
practice will avail themselves of the opportunity 
to attend and will not feel the courses are only of 
interest to those in industry or engaged in man- 
agement consultancy. The wider the range of 
experience brought by members, the better is 
the exchange of points of view. 

А letter of good wishes was received from the 
President who was unable to attend but we were 
delighted to have a visit from the Vice-President, 
Sir Henry Benscn, at the course dinner on Friday. 
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The Accounting World 


Topics of Professional Interest from other Countries - 


CANADA 


New President cf Canadian Institute 


К RALPH LEONARD BAMFORD, F.C.A., а 

partner in the firm. of McDonald, Currie & Co, 
Chartered Accountants, af Moose Jaw, Saskatchewan, 
was elected President of 'T'he Canadian Institute of 
Chartered Accountants a- the Institute's recent annual 
conference held in Vanceuver. 

Born in тото, Mr Bamford graduated from the 
University of Saskatchewan in 1932 with a Bachelor 
of Accounting degree. Ee was subsequently articled 
with his father’s firm, Hcdge, Thompson & Bamford, 
Chartered Accountants, of Moose Jaw, and in 1934 
was admitted to membership of the Saskatchewan 
Institute of Chartered Accountants. After two years 
he left to join a Toronto firm of chartered account- 
ants and in 1940 moved to Regina as comptroller of 
the Prairie Flying Schocl. Two years later he joined 
Canadian Pacific Airlincs and in 1944 returned to 
Hodge, Thompson & Bamford, becoming senior 
partner in 1950. The firm merged with McDonald 
Currie & Co last month. 

An active participant in the affairs of the Canadian 
Institute, Mr Bamford served as President of the 
Saskatchewan Institute of Chartered Accountants 


from 1953-54. 


_Canadian Institute's Annual Report | 


EMBERSHIP of The Canadian Institute of 

Chartered Accountants at April 3oth last, 
totalled 13,555 comparec with 12,834 in the previous 
year, according to the Institute’s recently published 
annual report for 1964—€5. 

The ‘continuing educetion programme’, the report 
states, has again been successful in providing mem- 
bers with opportunities to keep abreast with the 
changes facing the prozession. In the year under 
review, ten courses (sixty separate sessions) were held 
throughout the country in which nearly two thousand 
two hundred members participated. For the coming 
year the number of couzses to be made available is 
to be increased to sixteen. Encouraged by the Inter- 
provincial Education Committee, the provincial 
institutes have commenced planning for the achieve- 
ment by 1970 in several provinces, and as soon as 
possible thereafter in cthers, for entrance to the 
profession to be limited zo university graduates only. 

Referring to the new Canada Corporation Act, 
which has introduced changes in financial reporting 
and disclosure, the repcrt states that almost all the 
changes were based on һе recommendations of the 
Institute's Companies Act Committee. The Com- 


mittee has now become a study group under the 
Federal Legislation Committee and further recom- 
mendations for amendments to the new Act are 
shortly to be made. 

In other spheres, the Committee on Co-operation 
among Provincial Institutes, which provides a forum 
for the exchange of views among provincial institutes, 
effected changes to the Uniform Code of Professional 
Conduct which it is hoped should clarify and improve 
its application for members engaged in auditing, 
industry, management consultancy and bankruptcy 
practice. The Institute's Committee on Accounting 
and Auditing Research has commenced work on a 
series of five new booklets, including lease financing, 
hospital auditing, and consolidation practices. 


UNITED STATES 


American Institute's New President 


R ROBERT M. TRUEBLOOD, cp.a., a 

partner in Chicago in the international account- 
ing firm of Touche, Ross, Bailey & Smart, has been 
elected President of the American Institute of 
Certified Public Accountants. 

А former Vice-Presi- 
dent of the Institute, he 
has dealt extensively 
with the profession's 
three major concerns — 
the future of the pro- 
fession, accounting 
principles and educa- 
tion. As chairman of 
the Institute's long- 
range objectives com- 
mittee, Mr Trueblood 
made a significant con- 
tribution to the Insti- 
tute’s publication The 
С.Р.А. Plans for the 
Future, and has written several books on accounting 
subjects, including Sampling Techniques in Accounting 
and The Future of Accounting Education. 

He has served on the Accounting Principles Board 
and is a member of the commission to study the 
common body of knowledge for C.P.A.s. The latter, 
co-sponsored by the Institute and the Carnegie 
Corporation, is attempting to determine what the 
C.P.A. of the future will need to know when he 
begins his career. : 

A former President of the Pennsylvania Institute 
of С.Р.А.з, Mr Trueblood is a member of the 
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Illinois Society of C.P.A.s, the American Accounzng 
Association, the National Association of Accounta-ts, 
the Institute of Internal Auditors, and the Institute of 
Management Sciences. 

In May 1941, Mr Trueblood was awarded the 


' Elijah Watt Sells Silver Medal for achieving secand 


E 


place in the national C.P.A. examinations. He was 
later awarded the Secretary of the Navy Commerda- 
tion during his service as a Lieutenant-Commar der 
in the Second World War. In 1960-61, he was 
Visiting Ford Distinguished Research Professo- at 
Carnegie Institute's Graduate School of Industrial 
Administration. 


NIGERIA 


Institute of Chartered Accountants 
Established 

HE value of accountants in a country ike 

Nigeria was stressed by the Nigerian Ministex of 
Education, the Hon. R. A. Akinjide, at a special 
meeting of the Council of the newly-formed Instmute 
of Chartered Accountants of Nigeria which he Rad 
summoned at the House of Senate in Lagos on 
October 21st, to mark the official incorporation of the 
Institute. 

The Minister said that many outwardly prospe-ous 
businesses and trading concerns in the country had 
floundered because of a basic ignorance of even the 
principles of book-keeping. He added that it "vas 
particularly important that a young country like 
Nigeria should be fully alive to the importanc= of 
accountants and the-accountancy profession. 

By seeking the incorporation of the Institute, the 
Minister stated, the members had shown that hey- 
were concerned not only with their own interests, 
but with the interests of the public and the futurs of 
the profession in Nigeria. 


WEST GERMANY 


Company Law and Accountants 


Te effect of the new German Company Law on 
the accountancy profession was discussed by Dr 
Karl Schneider, Chairman of the Technical Cm- 
mittee of the Institut der Wirtschaftsprüfer, m a 
recent issue of Die Wirtschaftsprüfung. Represezta- 
tives of the profession took part in the preparatio- of 
the new Act and special working parties were set up 
by the Council of the Institut to clarify varous 
matters, and to define the attitude of the professon. 
Discussions were also held with business circles. 
Under the new law auditors have duties similar to, 
though not precisely the same as, those under theold 
law. There are new requirements for the audit оР-ће 
accounts and a report on the business, which mus. be 
more detailed than before. The auditor's respo-si- 
bility is increased because, for example, underva2wa- 
tion is forbidden and legal proceedings may folow 
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any offences. His sphere of action is widened by the 
extension of the duty of auditing to a report on the 
business and to the trading accounts. In fulfilling 
the legal requirements regarding undervaluation, the 
auditor has a new task — he must carry out a specific 
examination which demands the same professional 
conscientiousness and sense of responsibility as his 
other duties. 

On the other hand, the position of the auditor is 
strengthened in many ways. He is entitled to be 
present, or his presence may be demanded, at the 
ascertainment of the annua balance, and if not re- 
elected he is en-itled to be heard, and he must 
report on the audit he has performed. 

The new requirements regarding the balancing of 
accounts are of principal irterest to the auditors of 
undertakings other than companies. Even if the 
legislature hesitates to make similar rules for partner- 
ships and co-operative societies, erience has 
shown that the provisions of company law, so far as 
they are not peculiar to companies only, strengthen 
the basis of orderly account ng. — | 

Fortunately, the legislature has provided that the 
new acccunting requirements shall not come into 
force until the business year beginning after De- 
cember 31st, 1966, thus allowing time for both 
businesses and auditors to prepare for the changes, 
though aa earlier applicaticn of the law is optional. 
The period until 1967 must be used to widen and 
deepen the knowledge of the new requirements 
among the members of the accountancy profession, 
and to clear up certain questions and doubts. For this 
purpose normal working meetings of the Institut will 
serve and a ‘professional day’ in the autumn of 1966 
will deal exclusively with questions arising out of the 
new law. In addition, the technical committee of the 
Institut will devote a systematic study to the new 
requirements. As many members of the accountancy 
profession as possible are asked to examine the new 
law critically and to take part in public discussions 
of it. 


CEYLON 


Cost Accountants’ Association Formed 


А NEW accountancy organization to be known as 
The Association of Cos- and Works Accountants 

in Ceylon was established recently in Colombo. The 
Association was formed à- an inaugural meeting 
convened by Mr Е. V. Hayharst, A.C.W.A., A.M.LW.M., 
A.M.LI.(TECH.), сершу general manager of Walker 
Sons & Co Ltd, and a prominent member of the 
profession in Ceylon. | 
At present there are twenty-one members of the 
new Association resident in Ceylon, and about one 
thousand students registered with the parent body 
in the United Kingdom (Tae Institute of Cost and 
Works Accountants) who are preparing for the 
various stages of the examinations. Of these, about 
two hundred and fifty stidents аге: resident in 
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Britain and following sull or part-time courses for 
the Institute's examinatons. 

The new Association's immediate objectives are to 
organize seminars, works visits, film shows, pre- 
examination lectures and also to guide students 
generally. 

The following officers of the Association have been 
elected: 

President: Mr Е. V. Eayhurst, A.C.W.A., A.M.L.W.M., 

A.M.I.I.(TECH.). 
Vice-President: Mr М. Т. А. Furkhan, A.C.W.A., 
А.С.1.8. 
Secretary: Мт К. V. Eandarajah. 
` Treasurer: Mr Н. Dhenapala, A.C.W.A. 


ZAMBIA 
Chartered Accountant Elected Member of 


Pariiament 
\ | КЕ. E. FARMER, r.c.4., senior partner in the 
of Richard Farmer & Co, Chartered 
Accountants, of Kitwe, Zambia, has been elected a 
Member of the Zambiam Parliament. 
Mr Farmer was adm-tted to membership of The 
Institute of Chartered Accountants in England and 
Wales in 1925. 
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LEBANON 


Middle East Society's Annual Meeting 


А: the recent annual meeting of The Middle East 
Society of Associated Accountants held in 
Beirut, Lebanon, three new members of the Council 
were elected and the Council for the year 1965—66 is 
as follows: 

President: Mr Fuad S. Saba, r.A.C.C.A. 

Vice-President: Mr Alex N. Siman, s.c.r. 

Secretary: Mr Fauzi Е. Saba, D.8.A., C.P.A.(VA). 

Treasurer: Mr Mohamed А. Douaidy, a.c.w.a. 

Messrs John Scott Smith, c.a., William S. Мил, 

Р.А.А., Raja K. Haddad, c.a., William A. V. 
Fuller, a.c.a., Suhail M. Chamieh, M.B.A. 

The annual meeting was held during the course 
of the Society's first Congress which was attended 
by accountants from the Middle East and North 
Africa as well as delegates from Europe and the 
United States. Mr С. L. Barker, F.a.c.c.a., President 
of The Association of Certified and Corporate 


Accountants, together with the Secretary of the Asso- „ 


ciation, Mr Е. C. Osbourn, M.B.E., B.A., LL.B., were 
present, and Mr W. P. Normand, c.&., was the official 
representative of The Institute of Chartered Account- 
ants of Scotland. 





Weekly Notes 


QUALITY AND RELIABILITY YEAR 


HERE is no one simple formula for raising 
efficiency in industry. Nevertheless there is 
something to be said fer drawing attention to one 
articular aspect of the problem for if the lesson can 
be deeply and widely enough learnt it may stay in 
people's memories. The idea therefore behind the 
Quality and Reliability Campaign which is being 
launched by the British Productivity Council in 
October next year in a-sociation with the National 
Council for Quality and Reliability, is welcome. 
Q.R.Y. as it is being called (its inspiration has 
clearly been the Nationel Productivity Year) is being 
sent off with a campaign linking over one hundred 
organizations at national level and brochures can now 
be obtained giving a gemeral description of the cam- 
paign from The British Productivity Council, Vintry 
House, Queen Street Plece, London EC4. The object 
of the campaign is to givs further impetus to the work 
of companies and associations already engaged on 
collective effort in this connection. It aims to give 
the fullest publicity to outstanding efforts of British 


firms in quality and reliability methods, to assist firms 
to review their methods, to improve quality and 
reliability and to help make quality and reliability a 
conscious objective from boardroom to shop floor. 
The campaign will be addressed first to the manu- 
facturing industry, but it is hoped to extend it to other 
sectors. 

A brochure called ‘What quality and reliability 
means’ points out that the cost of producing unsale- 
able products, scrap and re-work is much higher than 
the cost of inspecting, testing and putting preventive 
checks into operation. Tt says that on the average out 
of a total of £100, prevention costs £5 and appraisal 
costs £30, compared with the cost of failure at £65 – 
figures which it says apply to foreign countries as 
well as Britain. 

It goes on to say that examples can be found to 
show that if prevention is increased by doubling its 
cost to Хто, there is a net saving because appraisal 
can then be reduced to a cost of [20 and failure to 
a cost of £35. Figures of this kind are difficult to 
substantiate but they are probably of the right dimen- 
sion. Even the figures which are produced to show 
that a т} per cent saving of gross turnover for British 
manufacturing industry in 1964 would have produced 
a saving of £150 million, while 5 per cent saved in this 
way would save {£500 million, are impressive. 
Whatever their statistical basis may be, they hint at a 
generally sound principle which is that a consistent 
organized effort in one direction by industry as a 
whole can produce substantial savings on costs. 


x. 
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MIXED ECONOMIC WEATHER 


OVEMBER has come in with mixed and 


unsettled economic as well as climatic weather. 
; The news over the week-end that the increase in wages 
-Á has recently been far outstripping the increase in 
productivity followed hard upon the announcemeat 
in the House of Commons on Friday of last week that 
the Government had renewed its power to impose 
the temporary import charge. This last was hard y 
a news item but it underlined the fact that the Соуега- 
ment, by continuing the charge by draft Order until 
the end of November 1966, has taken powers to сов- 
tinue this charge for another year if economic condi- 
tions do not merit its removal before that time. 
The gold figures released on Tuesday were, however, 
more encouraging. The gold and foreign exchange 


` reserve increased by £42 million in October, puttirg 


the United Kingdom reserves at £1,026 million. It is 
thought that, as in September, the Government paid 
off some of the special borrowings negotiated and used 

a over the summer, but that not as much was paid back 
in -October as during September. Nevertheless tke 
figures were good. They had little immediate effect 
on such barometers as the London Stock Exchange 
since they were expected to be encouraging. 

In Copenhagen at the end of last week, the President 
of the Board of Trade spoke of the success of tke 
European Free Trade Association. Having drawn 
attention to the large increase in trade amorg 
members of EFT'A, he went on to say that Britain's 
import surcharge has had ‘far less effect? on EFTA 
exports to Britain than was feared when it was intro- 
duced a year ago. In the first nine months of 19€5 
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Britain’s imports from EFTA increased by 5 
cent above the high level established in © his 
may be ercouraging enough in its way, but other 
members cf EFTA are probably more than a little 
rueful that had it not been for the import surcharge 
the 5 per cent might have been substantially higher 
to their benefit. 


CORPORATION TAX CONFERENCE 


IGHT hundred members of the London and 

District Society of Chartered Accountants at- 
tended a meeting on corporacion tax held at Church 
House, Westminster, on Octcber 21st. A further 700 
applicants had to be refused due to accommodation 
problems. 

The Chairman of the Scciety, Mr H. Gordon 
Smith, F.c.a., who opened the meeting, welcomed 
the guest speaker, Mr J. S. Heaton, F.c.a., and said 
that the Society had been particularly fortunate in 
obtaining someone so eminent to address them. He 
thanked Heaton for agreeing to address a second 
meeting of members in February on the same subject 
for the benefit of the unsuccessful applicants. 

Mr Heaton spoke for over aa hour on all the aspects 
of corporacion tax and althcugh he suggested that 
his talk would amount to 'a child's guide’, it proved 
most erudite and helpful, despite the fact that he 
spoke without reference to a acript. In the course of 
his address, Mr Heaton gave many examples illus- 
trating the change from income tax and profits tax to a 
single corporation tax. He cevered that part of the 
law relating to close companiss and in particular the 
restrictions on directors’ remuneration and the new 





А pilot Management Information бесе” was beld at Brighton last week by The Institute of Chartered 
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in England and Wales and is the subject of a special article on page 589 of this issue. Our picture 


shows some mensuales at the dinner held at the conclusion of the course last Friday evening. Left to right: Mr R. О. А. 


Keel, F.c.a., Course Ch 


ir Henry Benson, C.B.E., F.C.A., Vice-President of the Institutes Mr Dudley W. Hooper, 
Accountant. 


F.C.A., Technical Officer of the Institute, and. Mr ‘Arthur E. Webb, Editor of The 
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requirements for distributions. He also discussed the 
methods of dealing wi-h franked investment income 
and other amounts received and paid under deduction 
of tax, and illustrated -he arrangements for account- 
ability under Schedule F. The problems of standard 
dividends and the one-year surplus were explained 
and the anti-avoidance provisions were outlined. 

'The chairman announced that Mr Heaton would 
be pleased to answer questions and this he did most 
efficiently. The questiens ranged over a wide field 
including capital distributions; creating losses by 
increased directors’ remuneration before April 1966; 
increasing the allowab-e directors’ remuneration by 
dividing the business 5f a close company between 
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several companies; the applications of section 28 
Finance Act, 1960, the transfer of the business of a 
close company to a partnership; the due date for pay- 
ment of corporation tax by an investment company, 
and the availability of the profits tax concession where 
a director who devoted his time to the business of 
several companies was treated as a full-time working 
director of one of those companies. 

A vote of thanks to the speaker was proposed by 
Mr J. A. Allen, F.C.4., who said he was reminded of a 
visit to a museum of Egyptian Art where the curator 
had translated the hieroglyphics. He said that Mr 
Heaton had translated the words of the Finance Act 
30 that it now had meaning. 





This is My Life... 


by An Industrious Accountant 
| CHAPTER 301 


CCEPTING a new job poses many problems for 

an accountant. Most of them he can visualize 
readily, such as the salary and pension rights, and the 
magnitude of his prospective functions; others, like 
the problems of the aierarchical structure or the 
attitude of his new col eagues, are unpredictable. In 
these areas he can but Боре for the best. 

Being relatively unsephisticated when some years 
ago I accepted the offer of my present job, I never 
dreamed of its backgreund complexities. I had been 
interviewed twice; onze by the chairman and the 
personnel director in full-dress formality and minute 
detail, once more informally but none the less under 
keen scrutiny by the board as a whole, and every- 
thing seemed satisfactory. Prinny took me around 
the store on a briefing tour before we clinched the 
deal, and the other di-ectors — the chairman especi- 
ally - did much handsbaking and well-wishing when 
I finally arrived. 

Somehow the attituce of the staff in the office and 
of my new colleagues outside seemed oddly non- 
committal at first. ће“ behaved with polite correcti- 
tude but with the minrnum of cordiality. They were 
watchful and uncommunicative; always the snub was 
implicit in their silence. I supposed this to be the 
natural reaction to a rew-comer in what had been a 
closely-knit local staff. and decided to sweat it out 
as cheerfully as possib e. А chance reference to City 
so-and-so’s, асстдетају overheard, indicated that 
the national trait of unbending insularity might be 
responsible. | | 

А visit from the senior partner of our auditors, 
together with his usuzl representative on our audit, 


offered the first clue to my problem. The S.P., 
elderly and kindly, had seen young accountants come 


and go over many decades; he congratulated me with ` 


twinkling eyes on my successful application, ‘parti- 
cularly in view of the two  well-fancied local 
challengers, what? ‘You’re really an absolute bally 
outsider, you know; the others were neck-and-neck 
favourites.' He shot a quick, quizzical glance sideways 
at his man-on-the-job. This character had been 
giving me a cold, baleful stare since our introduction; 
his sudden flush of annoyance was all that was 
necessary to complete the tale. With his knowledge 
of our books, figures, and personnel added to his 
expertise, he must have felt himself to be a likely 
choice; no wonder he was stand-offish. 

With this hint in mind, little skill was necessary to 
identify the other candidate, the cost accountant as 


Һе was then; a nice-looking, able chap who'd grown ` 


up in the business. Shrewd and helpful as a sub- 
ordinate, obviously well-liked throughout the store 
. - . somehow tight-lipped and pointedly backward in 
coming forward . . . the jigsaw pieces were coming 
together at last. Without any provocative word or 
hint on his part, so far as I ever knew, the public 
slight to him occasioned by his being passed over was 
resented by the staff. Out of the personal loyalty that 
is rooted deep in a good organization they had closed 
ranks sternly against the alien outsider from the City. 
І had been ‘sent to Coventry’, in effect, before I ever 
took up my job. No invitations to the informal office 
get-togethers, no stag-parties, no camaraderie. . 

The chairman must have heard things on the 
ever-active grapevine, though I never admitted my 
isolation to him. But one day he told me rather 
furtively that there might be people who didn't like 
his decision to appoint me; there was a background 
of local family contacts involved .'. . he couldn't 
explain further, but presumably I was well over the 
hump by now; when one is young one gets over 
things easily. К 

One does, of course, eventually. But ‘Coventry’ is 
painful when one is young and lonely in a strange 
town. 


A 


x- 


A. 


) 
~ 


x 


November 6th, 1965 


. Finance and 


Commerce 


Properly Kept 
E balance sheet of the company is in agree- 
ment with the books which, in our opinicn, 
have been properly kept.' So runs the report of t-e 
auditors of Samuel Properties Ltd to the compans 
members. This wording of the report on a compan"s 
book-keeping accords with a suggestion made semi- 
jocularly in this column quite a number of years ago. 
The occasion was the writing-off by a company о a 
six-figure difference. It would have been better, it 
was commented, had the auditors been able to cert-y 
that the books had been properly kept. . 

The auditors of Samuel Properties have used this 
form of report since the company's beginning; tae 
latest accounts are for presentation at the 
annual meeting. They deserve a tribute for breaki-g 
away from the literal wording of the Act which is 
slavishly followed by the auditors of practica_y 
every company, and for using instead a form of 
words which means so very much more. There i: a 
difference between keeping proper books and keepi-g 


‚ books properly. 


es 


E 


he same wording is used by the auditors of 
Carreras Ltd, the tobacco company. In both casss, 
the signatories to the reports are Cooper Brothe-s 
& Co. 


Carreras’ New Form 


The Carreras accounts, as it happened, came cut 
shortly before Samuel’s and this year are in a new 
form which is shown in this week's reprint. Fir 
К. W. S. Plumley, the chairman, points out that they 
incorporate a number of recent recommendations 5f 
the Stock Exchange. - 

In the new form there is the use of single-colur-n 
to show in the balance sheet how capital is employed 
in current assets less current liabilities instead of the 
former two-sided balance sheet. Figures in the lat=st 
accounts are abbreviated to thousands. 

The profit and loss account starts a little higher 
up with trading profit before interest which, pms 
income from trade investments and minus interest 
charges, leads to the profit before taxation figure, wth 
which the profit and loss account opened previousl>. 

The most immediately noticeable change, ho-- 
ever, when handling the actual report, is the use of the 
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pages sideways instead of lengthways. The resultant 
ultra-wide view is not easy to accept, particularly 
with the figures abbreviated. 

It would have been easier had the figures. been 
brought into closer context with the narrative and 
the references to -he notes made by inserting the 


: note number after the last nzrrative word instead of 


half-way between the words and the figures. 


Turnover 


Missing from the Carreras report is a turnover figure. 
The directors, the chairman says, have for the past 
few years been followin el a policy of keeping share- . 
holders closely informe of the compan пу '8 progress 
and of giving other informat.on about the company 
and the tobacco industry ir order to make for a 
better understanding of the company's accounts. 

This, he says, the directors will continue to do 
‘subject only to the caution necessary to avoid dis- 
closing information which for commercial reasons 
could be detrimental to the iuterests of the company 
or which could be misleading to shareholders. For 
this reason we have come -o the conclusion that 
it would not be right to give details of the group's 
turnover’. 

This is an unfortunate decision and is difficult to 
appreciate in view of the -act that the Imperial 
Tobacco Company earlier this year took exactly the 
opposite view. After years of secrecy, Imperial 
Tobacco decided to publish a sales figure for tbe first 
time, both in total and by divisions. Gallaher also 
provides a group sales figure. If Imperial Tobacco and 
Gallaher can do so, why not Carreras? 


Need for Figures 


Wis on the subject of turnover figures, 
it is once again urgec that turnover should 


be shown with the figures and not merely the words. 
Turnover began to arrive in company reporting via 
the chairman’s statement with the accounts. Some- 
times it was hardly more than an oblique reference; 
sometimes the actual or broadly approximate figure. 
And that is where one still orten finds it. 

Admittedly, the bulk of companies that provide 
turnover ar. sales figures now show them statistic- 
ally in the ten-year record or in some other table, 
and some even give the figure at the head of the profit 
and loss azcount. But others still tend to hide the 
figure away in the chairman’s statement, which gives 
the impression of a directorzal hope that the figure 
won't be spotted. 

Bryant Holdings, a civil engineering and building 
company, gives the detail rather well with columnar 

graphs of turnover and proft alongside each other, 
the figures being at the head of each column. And 
the chairman, in bis report, goes one better and 
forecasts current year turnover at over [20 million 
against £15,078,000 for the past year. 
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CARRERAS LIMITED AND SUBSIDIARY COMPANIES 








Six Year Summary. (expressed in 2000") 
• К - А 
1960 191 942, 1963 1964 1965 
Profit and Loss Accounts 
Trading profit before interest 1,774 2,626 2.909 3,716 4,230 5,509 
Income from trade investments 83 180 290 34 464 370 
Interest charges 144 198 260 365 498 1,086 
Profit before taxation 1,713 2,628 2,939 3,692 4,196 4,793 
Taxation 823 1,231 1,460 1,883 2,080 1,842 
Profit after taxation 890 1,377 1479 1.809 2,116 2,951 
Dividends (net) 404 551 665 807 977 1,074 
Rate for both classes of ordinary shares 896 9% 11% 134% 164% 1976 
Profit retained 486 826 814 1,002 1,139 1,877 
Of which there was transferred to development reserve — 350 380 450 470 970 
Balance Sheets 
Capital employed . 
Ordinary capital 7,44 9,273 9,273 9,273 9,273 9,273 
Reserves . 7,976 9,995 10775 11,613 12,506 14,050 
Ordinary shareholders' funds 15,417 19,268 20,048 20,886 21,779 23,323 
Preference capital ` 7 4,300 1,300 1,300 1,300 1,300 1,300 
Loan capital — — -— — — 5,000 
Interest of outside shareholdors 1,449 — — — — ~ 
Short term borrowings » 4,159 3,613 5,599 9,908 11,469 - 20798 
Future taxation 656 1,314 1,285 1,302 1,493 705 
22,981 25,495 28,232 33,396 36,041 51,126 
Employment of capital 
Net current assats (before deducting short term borrowings) 17,077 15,933 18,029 22,396 24,417 33,697 
Fixed assets 5,662 3,400 - 4,042 4.559 5,311 6,935 
22,739 19.333 22,071 26,955 29,728 40,632 
Trade Investments. 20 4.451 4,450 4,730 4,602 8,783 
Goodwill arising on consolidation — 1,711 114 -> 1741 1,711 1711 
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CITY NOTES 


'T was typical of the current stock-market mood 
that the tone was strong at the beginning of the 
week despite the Chzncellor of the Exchequer's 


Bévere sies Ma the economic dangers of spiralling. 


e equity sections are determined to 
go корне: and for вгоскЕгокегв to advise their clients 
not to buy equities on a rising market is as worth 
while as telling an Irishraan not to bet on a horse-race 

Nothing succeeds like excess in the stock-markets 


and, although the rise in share prices has-attracted · 


rofit-taking, equity prices have moved ahead in a 

eavier volume of two-way trading than has been 
seen for some time. And yet there are still serious 
commentators who distrust the rise and who are still 
prepared to predict industrial and economic diffi- 
culties in the New Year. 

'The more optimistic appraisal is that the present 
strength of the market aad the rise in prices is simply 
a correction of the ovezsold position which existed 
last July when the worst was being forecast for the 
economy and the £. But even that appraisal includes 
the view that the corrective process has probably 
gone far enough and that further improvement in 
prices may prove unrelizble. 

Even во, the herd instinct, which seems to have 
taken hold of investors, is likely to prove a force in 
the market in the short--erm at least. 


* * * » 


E Chancellor of tae Exchequer's warnings of 
the dangers of wage inflation have killed the 
remaining hopes of an early Bank rate reduction. Тһе 


gilt-edged market, as a ccnsequence, has eased despite " 


the maintained strength -n sterling and the inevitably 
better October gold figures. In the foreign exchange 


market the Bank rate position is reflected in a harden- 
ing of the spot rate against the dollar and a weakening 
of the forward rate. Early this wesk the spot rate was 
at its highest since February 1963. 


* * * » 


JE £10 million convertible loan stock financing 
operation by Fisons, the fertilizer and chemical 
group, emphasizes the pace of forward developments 
within the organization. Only a year ago shareholders 
were told that resources then available would cover 
the immediate capital programme. Since then, plans 
have been laid down for capital spending of a further 
£7.5 million at Avonmouth and Immingham, with 
an additional £4-5 million of spending planned on 
other projects. Fisons' last financing operation was a 
45 million debenture placing early in 1964. 


* * * * 


r г future of the jobbing system remains the 

major domestic issue in the Stock Exchange. As 
mentioned in City Notes last week, the Stock 
Exchange Council is moving towards the introduction 
of ourside capital into the jobbing system. But 
capital considerations apart, the view 1s growing that 
the movement towards fewer and bigger jobbing 
partnerships is likely to be accelerated — and, in fact, 
must be accelerated — if the jobbing system is to be 
sustained. For the present there is some relief from 
pressure on the jobbers in the shape of a better two- 
way turnover in equities, but the problem of financing 
books in thousands of out-of-the-way shares remains, 
and it is in this context that a streamlining of the 
system is imperative. 


RATES AND PRICES 
Closing prices, Wednesday, November 3rd, 1965 
Tax Reserve Certificates: interest rate 28.11.64 337; 


Bark Rate 
Nov. 2, 1961 95 Jan. 3, 1963 4% 
Man 8, 1963 D Feb. 27, 1964 59 
. 22, 1962 Nov. 23, 1964. 7%, 
April a6, 1962 AG ques toes 6% 
Treasury Bills 
Aug.a7 £5 ris 2164% Ост 65 8s 582d% 
Sept. 3 5 тоғ 6'464% Oct. 8 £5 7s 10'264% 
Sept. 10 5 Ios г od) Oct. 15 5 8: 2:874%, 
Sept. 17 £5 gs ro'8rd% Oct. 22 5 95 о-624%, 
Берг. 24 £5 95 1047d9; Ось зә £5 8: 9'504% 
Money Rates 
Day to day 44-5489 Bank Bills 
7 days E А 2 months 5#% 
Fine Trade 3 months 58-5 #9 
3 months 274 4 months 54-5 [A 
{юн 7—7 %, months 5i-5i 7o 
months 74-89% 


Foreign Exchanges 
New York 2:80 Frankfurt crear} 
Montreal 3'01 Milan 17521 
Amsterdam то'то Oslo 20°02 
Brussels 139'24 Paris 137748 
Copenhagen 19'34f Zurich 12°12 
Gilt-edged 

Consols 4% 634 Funding 3% 59769 оо 
Consols 24% 40% -Savings 3% 60~70 85 
Conversion 6% 1972 99% Savings 3% 65-75 75% 


Conversion 549 1974 94 
Conversion 5% 1 1971 94 


Conversion 3175 1969 914%; ‘Treasury 5% 86-89 4 
Conversion 3155 55 Treasury 3394 77-80 76% 
dus E ба-а, 93 "Treasury 7 79-81. 73i 
Funding St 92} Treasury 2 % 392 
Funding Wu uh Victory 496 961r 
Funding 3% 91 War Loan 34% 54Àxd 
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4 Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. і 


Provincial Practitioners! Problems 


Sm,- ТЕ is apparent that many of us are still ex- 

tremely concerned about the level of remuneration 

· . in the profession and we must look to the Institute 
to assist us. I am glad to find that the Institute hz, 
upon this problem being aired through correspon-- 
ence in this column under "The small practitione:’ 
some years ago, in which a few of us took pact, 

“taken some steps in this direction. The report on t-e 
practitioner inquiry, and the recent booklet Gad 
Practice Performance, have at least brought to ligat 
the low standards of remuneration being gained zy 
the small practitioner, i.e. firms of one or two partncs 
where the gross fees are in the lower ranges. 

We have often been informed that any question of 
scale fees is fraught with difficulties, and yet I ncce 
that the Irish Institute have such a scale of fees as 
indicated on page боз of The Accountant of May gh, 
1964. Surely if their Institute is able to support them 
in this matter our own can do the same. 

Yours faithfully, 

A. J. ANDERSON, F.c.a. 
mm . Birmingham. 
ih Section 214 Ambiguity? 
Sir, - We all know by now that the draftsman of tue 
1965 Finance Act has really gone to town but, havi-g 
recently had occasion to re-read section 214 of the 
Income Tax Act, 1952, I wonder whether tre 
author there has not over-reached himself in iis 
quaint pedantic way. Consider this. 

A widower whose total income is £450 сштепгу 
pays £29 tax. He claims housekeeper allowan=, 
which is admitted. Section 214, as amended, sevs 
that he is ‘entitled to a deduction from the amount of 
income tax with which ће is chargeable equal to zx 
at the standard rate on £75’. He therefore claim: a 
deduction of £30 18s 9d so as to leave him exempt. 

One would normally expect the Inland Revenue о 
compute the liability at £11 by including the £75 wh 
the other allowances deducted from the £450. Word 
they do so and, if they did, would they be justified? 

If my circumstances were these, my reading of 
section 214 would lead me to press vigorously my 
claim to exemption. What do readers think? 

Yours faithfully, 
C. B. BUDIBENT 

Epsom Downs, Surrey. 
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Compulsory Purchase: 
Valuation for Compensation 
Sm, – In your issue of October 16th, a correspondent 
asked for advice regarding the compensation which 
should be paid for the compulsory acquisition of his 
client's premises and the loss of business. 

Members of the various professions often complain 
about ‘poaching’; surely this is a case where the client 
should immediately be referred to a professional 
valuer, many of whom have had much experience in 
acting for clients affected by compulsory purchase 
orders. 

The cobbler should stick to his last; professional 
valuers do not prepare accounts or settle tax assess- 
ments, and accountants should not become involved 
in property valuaticns. Any experienced valuer would 
be fully competent to deal with the various matters 
mentioned in your correspondent's letter. 

Yours faithfully, 
I. W. HAKE, 
City Assessor. 


Penang, Malaya. 


The Stock Exchange as Law Giver 


Sir, — In recent years, the London Stock Exchange 
has issued a number of instructions to companies 
whose shares are quoted. The rules refer mainly to 
the publication of more detailed and more frequent 
information by public companies to shareholders and 
to the procedure regarding the transfer of shares. Тће 
Stock Exchange is a corporate entity — constituted by 
deed of settlement— and prima facie the rules and 


. regulations are binding only on its members. How is 


it, then, that in effect they have a much wider force — 
similar to the sections of the Companies Act and are 


; binding on large sections of commerce and industry, 
. on comparies who are not members of the London 


Stock Exchange? 
Law has been defined as the highest reason which 
commands what ought to be done and forbids the 


. opposite. The peralty attached to the law for its 


disobedience is called sanction. Sanctions are intended 
to deter men from breaking the law for fear of 
suffering..In the sphere of criminal law, the sanctions 
are physical suffering: e.g. the death penalty, im- 
prisonment, etc. The Companies Act im fines 
for non-campliance of its provisions. The normal 
sanction cf civil law is compensation, normally 
'The sactions behind the Stock Exchange 
rules and regulations are the power of the Stock 
Exchange to grant and withdraw a quotation. This 
threat is very real, as without a quotation a trade in 
investments is almost impossible; their value would 
go down for lack o£ demand, and the raising of funds 
by the corrpanies rendered much more difficult. New 
cash subscriptions facilitated by the London Stock 
Exchange in one year amount to £1,000 to £2,000 
million and new quotations granted within one year 
to about £3,000 million. 
Companies are thus governed, on the one hand, 
by the Companies Act — an Act of Parliament going 
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back to 1948 and not always facing up to the require- 
ments of today (the recommendations of the Company 
Law Committee (Jenkins Report of 1962) are still in 
the report stage); and on the other hand, by the rules 
and regulations of the London Stock Exchange 
which have given force to some of the Jenkins 
Committee recommendations. Both, the Stock 
Exchange and the Act of Parliament, have the same 
aim: maintenance of order and honesty regarding 
company finance which, as history has shown —e.g. 
the South Sea Bubble – аге the basis of a healthy 
market and the basis for the confidence of the invest- 
ing public to subscribe for new shares. 

There are about four thousand five hundred 
companies whose shares are dealt with on the London 
Stock Exchange. This is only a small percentage of 
all the companies registered in England and Scotland, 
but economically and financially these companies are 
the most important ones, which becomes obvious if 
one takes into account that the total market value of 


MAINLY FOR STUDENTS 


Practical 


Executorship Law 
Questions 
1. Would the following be valid wills: 

(a) А will written in pencil and signed at the foot 
in ink; the signature being witnessed? 

(6) A will written cn а postcard but signed and 
witnessed on the reverse side? 

(c) A will handwritten by a solicitor’s clerk and 
stamped (with a rubber stamp) J. Jones, разра, 
at the foot — followed by the signatures of 
witnesses? 

(d) А will witnessed by two persons who thought 
they were signing a petition? 

2. Dripp makes a wil. on March 1st, 1956, which he 
entrusts to his solicitor. On August 1st, 1957, ће 
makes a fresh will and writes to his solicitor instructing 
him to destroy the previous will. This the solicitor fails 
to do and both wills are produced for probate. Discuss 
the position. 

3. Slope makes a will immediately prior fo marrying 
Ma Slope. After the rnarriage and that the 
wife would in any case inherit all. his property, he 
destroyed the will. Part of the property was in fact 
held under a general power of appointment; failure 
to appoint resulted in the property £ going to Slope’s 
Uncle George. On Slope’s death, his widow claimed 
all the property. Discuss this situation. 


о, answers? 
. (а) Yes. (b) Yes. (c) Yes. (d) Yes: witnesses of 
санак not of will. 


2. If the second will contains revocative clause, the 
first is automatically revoked. If not, the letter is 
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all securities quoted on the London Stock Exchange 
amount to about £75,000 million. Тће rules and 
regulations are thus acknowledged and obeyed by a 
substantial group; this gives them the feature of | 
customary law. 

Custom constitutes the most formidable part of © 
English law. A custom which is legal by nature, 
proved to exist and being observed, will be recognized 
by the Courts of Law as operative ‘law. The question 
which I would like to raise is: Can the Stock Exchange 
rules and regulations change from a requirement for 
a quotation to customary law, by the mere fact that 
they are duly acknowledged and observed? Is it 
possible that they will become law even if they are 
not contained in the text of the new Companies Act, 
or if we have to wait many more years until the next . 
Companies Act is passed. by Parliament? 

Yours faithfully, 
EVA Н. EHRENBERG, LL.B., LL.D., F.C.A. 

Wembley, Middx. 


Problems. 


probably insufficient and both wills will be read to- 
gether, precedence being given to the first. 

3. Points to note: 

(a) Marriage revokes previous wills unless made in 
express contemplation (stated) of that particular 
marriage. 

(b) Subsequent marriage alone does not revoke. 
exercise of power of appointment, if in default 
of appointment property would pass to other 
than widow or next of kin. i 

(c) Destruction of will under misapprehension as to ~ 
legal effect of such destruction is ‘dependent 
relative revocation' and the will would not be 
revoked. · 

In this case, if the will is in express contemplation of 
marrying Mrs Slope, then she will take all. If the 
marriage revokes the will, Uncle George would take 
his part of the property unless he was actually next 
of kin. 






Company Law: Capital Profits and 
Alteration of Articles 
Question 


"The articles of association of the Waterdown Brewery 
Ltd gave preference shareholders a right to share in a 
surplus on winding-up. Capital profits could not be 
distributed. The company passed a resolution altering 
its articles to allow the distribution of unrealized 
capital profits. It then revalued some land showing a 
large surplus which it proposed to distribute to the 
ordinary shareholders out of available liquid funds. The 
preference shareholders objected to the resolution on 
the grounds that: 


(a) the articles affected their rights, depriving them 
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of profits, which would have belonged to them, 
on winding up; 

(b) the company could not distribute the profit in 
any event unless it were realized. 

4 Discuss this problem. 


Suggested answer: 


(a) The rights of the preference shareholders are 
not altered inasmuch as the company could 
presumably have capitalized the surplus ani 
issued bonus shares to ordinary shareholders. 
In any event, the rights of the preference 
shareholders do not arise until the company ёз 
liquidated - until then all profits other Њал 
preference dividends belong to ordinary 
shareholders. 

(b) There is no need to realize the surplus provided 
liquid funds are available. (Dimbula Valley 
(Ceylon) Tea Co Ltd v. Laurie.) 


" Transfer. of Shares 

* Question 
Slope and Patch were executors of a will. Shares ia 
Quiverful & Co, part of the estate, were registered ia 
their names. Slope, forging Patch's name, transferred 
the shares to Creep, an innocent third party. The 
company registered the transfer. The managing 
director of Quiverful was also an executor. 

Patch, on behalf of the beneficiary, claimed retura 
of the shares on the grounds that (a) the company 
had notice of the trust and breach thereof; and (b) 
the transfer was a forgery, and therefore null and void. 
Discuss this problem. 


Suggested answert 


А company is not bound to take notice of a trust. Tke 
knowledge of the director would not be knowledge of 

* the company so as to constitute constructive notice of 
the breach and make the company liable. 

However, inasmuch as the transfer was a forgery, 
Patch could have the shares returned. The company, 
not being able to deny assertions made on certificates 
issued by themselves, would be liable to Creep but 
could recover from Slope. 


Mercantile Law: Sale by Auction 
Question 


Baron wished to sell a valuable painting."He arranged 
with Botch, an auctioneer, to sell it by auction but 
told him on no account to sell it for less than £4,000. 

Baron attended the auction, and seeing that Botch 
was about to knock down the picture to Lump at 
£3,500, put in a personal bid for £4,000. Lump then 
bid £4,300 and the auctioneer brought down the 
hammer. Lump then discovered that Baron was 
the seller and claimed that the bid of £4,000 was 
invalid (being illegal) and therefore he was entitled 
to have the picture for his original bid of £3,5c0. 
Baron counter-claimed that, as there was a reserve 
price of £4,000, there could have been no sale at 
£3,500 and therefore Lump must either pay 64,320 
or return the picture. Botch claimed for his commission 
on £4,300 but Baron refused to pay him. Discuss tais 
problem. 
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Suggested answer: 


Baron had no right to bid unless he had expressly 
reserved the right to do so. On this account the bid 
would be irvalid and Lump would be entitled to the 
picture at £3,500. 

If there is a reserve price, the auctioneer’s acceptance 
of a bid below this price is provisional only. If he 
signs the memorandum, the agreement becomes 
binding. However, inasmuch as Botch is agent for 
both parties, he is acting outside the scope of his 
real authority in selling to Lump. Baron could therefore 
claim the picture and Botch could be sued by Lump 
for breach of warranty of authority. 

Botch’s position is made worse by the fact that he 
knew Baron’s bid ta be illegal. He would be unable to 
claim his commission if Baron reclaimed the picture. 
If Lump agreed to pay £4,300, the position is 
somewhat doubtful, though Botch, having made 
something об a mess of things would be unwise to 
look to Baron for any fee. 


Infants’ Contracts 


Questions 


Jack, an infant in law (ie. under 21 years of age), 
contracts to buy a motor-car. He receives the car but 
subsequently refuses to pay. 

(a) Can the supplier sue for the debt? 

(b) Can the supplier recover the car? 

(c) What happens if Jack has sold the car? 

(d) If Jack makes a fresh promise to pay on reaching 
21, can he be sued for the debt? 

(e) On Jeck’s reaching 21, the supplier offers a 5 per 
cent discount and Jack then agrees to pay. Can 
the supplier now sue? 

(f) While still an infant, Jack pays 50 per cent 
depoait. He then seeks to avoid the contract 
and recover his money; can he do so? 

(g) Does it make any difference in (a) if Jack needs 
the car for use in his business? 

(А) If Jack returns the car but in a damaged con- 
dition, can the supplier obtain damages in tort? 

(т) Would it have made any difference in (й) if the 
contract was one of hire and not of sale? 


Suggested answers: 


Such contracts are void by the Infants Relief Act, 
unless for necessaries. Ав to what is a 'necessary' 
depends on circumstances and in any case Jack need 
not pay more than a reasonable price. Assuming that 
the car is not a ‘necessary’, then: 

(a) the supplier cannot sue for the debt; 

(b) the supplier cannot recover the car except (in 
equity) where there has been fraud, ie. the 
infant has misrepresented his age and the car is 
still in his hands; 

(c) if Jack has sold’ to an innocent purchaser then 
the supplier cannot recover it even if Jack was 
guilty of fraud, though, as in (6), he may recover 
the money if still in Jack’s hands; 

(d) void contracts cannot be ratified; 

(e) no; 

(f) he can avoid the contract but cannot recover 
the money paid unless he can show total failure 
of cansideration; 

(2) no: (Cowern v. Nield); 

(А) no; contracts with infants cannot be enforced 


in tort if they are unenforceable in the law of 
contract; this wculd destroy the purpose of the 
legal provisions concerning infants; 

(5) perhaps; if Jack had damaged the car when 
acting outside the terms of the contract 
(Barnard v. Haggis). 


THE CHARTERED ACCOUNTANT STUDENTS' 
SOCIETY OF LONDON 
Lecture Meeting 
Mr р. О. Bailey, F.c.z., will deliver a lecture entitled 
‘P.A.Y.E. and Schedule E taxation’, at 5.30 p.m. оп 
Monday next, November 8th, at the Little Ship Club, 
Bell Wharf Lane, Cannon Street, EC4. 


Speakers' Course 
The second lecture in this session's speakers’ course 
will be on the subject оу to say just what you mean’. 
It will be held in th» Society's Common Room at 
43 London Wall, EC2 at 6 p.m. on Wednesday next, 
November roth. 


SOUTHEND-ON-SEA STUDENTS' BRANCH 
Lecture Meetings 

“Taxation: castles in Spain and other overseas earnings 

will be the subject of a lecture to be given by Mr B. L. 

Worth, A.C.A, A.T.LL. at the next meeting of the 

Southend-on-Sea Branch of Тће Chartered Account- 

ant Students’ Society 5f London on November 11th. 


> 
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A lecture on “The computer and -the auditor’, by Mr 
R. Molineaux, will be given on November 26th and the 
Branch concludes its 1965 session with its annual 
dinner on December 2181. | 

In the New Year, addresses will include ‘The che 
appraisal and use of internal control’, ‘A case study оп, 
the audit of a public company’s purchasing function’, 
and “The law of the sale of goods and the law of tort’. 
All these meetings will be held at The Crooked Billet, 
sri High Street, Leigh-on-Sea, Essex, at 8 p.m. 
Further particulars regarding the activities of the 
Branch are obtainable from the honorary secretary, 
Mr E. A. A. Kimber, 110 Western Road, Leigh-on-Sea, 
Essex. 


BEDFORDSHIRE CHARTERED ACCOUNTANT 
STUDENTS’ BRANCH 


The next lecture meeting in the 1965-66 programme ' 
of the Bedfordshire Branch of The Chartered Account- ` 
ant Students! Society of London will be held on 
November хот, at E p.n., at De Parys Hotel, 
Bedford, when Mr Е H. Woolf, A.C.A., will speak omg 
*Management accounting’. On December 4th, in the, 
lecture theatre, Mander College, Bedford, Mr R. D. 
Penfold, Barrister-at-law, will speak on ‘Company 
law’. Lectures arranged for 1966 include ‘Amalgama- 
tions’ and ‘Reconstructions’, by Mr T. A. Hamilton 
Baynes, M.A., Е.С.А., and ‘Some thoughts on the D 
Schedule’, by Mr John Kennedy Melling, ¥.c.a. 

Further particulars regarding the activities of the 
Branch are obtainable from the honorary secretary, 
Mr P. F. Hulance, 15 Goldington Road, Bedford. 
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Professional Education 


Institute President’s Remarks at Exeter Dinner 


Professional education was a keynote of the speech by 
Mr R. McNeil, F.c.a., President of The Institute of 
Chartered Accountants in England and Wales, replying 
to the toast to the Institute at the annual dinner of the 
Bristol and West of England Society of Chartered 
Accountants in Exeter on Thursday of last week. 

He said the Institute were trying to do what they 
could to improve education and had made a start in 
that they now had oa their Education Committee 
persons specifically appointed by the Ministry of 
Education, and they had had certain trial runs of short 
voluntary courses 

The first thing that had ‘become obvious was that 
they must recruit and train a considerable number of 


teachers if they wished to see instructional classes: 


which could perform a useful service for the large 
number of articled clerxs. 

Any attempt at a radical change in their present 
system of education must be planned well in advance 
and given conditions under which its success was 
virtually assured. The Council realized they had a 
long way to go, and must raise in due time the standard 
of entry to commence study for the profession. They 
were convinced that the demands which their clients 
and industry could properly make upon their members 
required them to alter the system of education and 


training so that they could make full use of the know- 
ledge and techniques which were growing up in this 
computer age. 

The question of Жар eae was raised by Alderman 
John Day, Devon County Council, who 
proposed the toast to the Institute. He said that society 
today was a very complex one and he was particularly 
glad that the Institute had appointed a technical officer 
to keep members in touch with the advance of com- 
puters and other modern techniques. 

'T'he Devon County Council was at present investi- 
gating which type of computer would be most suitable 
for their needs and he was sure that they and others 
would always be able to rely on the accountancy 
profession to interpret what computers could do for 
industry and people at large. One thing he was sure of 
and this was that the value of the accountant would 
become increasingly recognized in the computer 


age. 

In his reply Mr McNeil declared that the computer 7 
was a wonderful too! but it was not worth worshipping 
as а god. 'The decisions of management could never 
be based solely on the information produced by a 
computer. Judgement апа experience would always 
have 10 be added. 

Mr McNeil said that as accountants they had two 
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main functions. The first was to be accurate reporters 
of completed financial events. They had to say wheth a 
the statements produced were true and fair and this 
called for an immense amount of training and knov- 
4 ledge in many different fields and it also called fur 
' accuracy and above ail for probity. 

‘These figures were used by investment analysts агі 
others to give trends by using comparative figures far 
other years, and it was to be regretted that the Finan-= 
Act, 1965, was so uncertain in its effect on limit: 1 
companies’ accounts that certain companies, at leas, 
might lose temporarily the degree of accuracy л 
comparison which the investing public regarded as =f 
vital importance. 

There were many illustrations which could be givez, 
particularly affecting the transitional years and inde-d 
the uncertainty of the rate of corporation tax itself, ar. 3 

* , he would have thought that some effort on the part =f 
the Government could reasonably be expected to help 
the business man in this regard. 


Management Accountancy 


* The second field in which accountants were vita ly 
concerned was that of assisting their clients in managz- 
ment accountancy, either with or without the use о: а 
computer. Many industrialists and others соја 
undoubtedly be helped by a system of integrated 
budgets which should not be targets in themselves 
and which should be regarded as attainable. 

Jt was likely that in this work the accountant уос 
not be acting alone but would need the help of t-e 
production engineer and the market researcher. Ext 
acting as а team, information could be given 10 
management which would remove a great deal of tre 
guess work on which decisions were at present mac =. 
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In these matters, too, the Institute through various 
technical courses was endeavouring to improve the 
knowledge of their qualified members. They had set up a 
new syllabus on which the first examination would be 
held in November and this would require candidates to 
know much more than they had hitherto in the industrial 
field; but they realized it would also be necessary for 
young men to take post-graduate study in fields like 
the Certificate of Management Information so as to 
become tho-oughly ?amiliar with the techniques which 
industry had a right to expect them to provide. Тће 
first examination for the Certificate would take place in 
1966 and he was pleased to say that they had for 
this first examination a very satisfying entry. 


Greater Efficiency 
‘It is,’ concluded Mr McNeil, ‘and always has been, 
our aim to provide better service for our clients so that 
they may attain in their businesses a greater and ever- 
growing degree of economic efficiency.’ 

The toast of the City of Exeter was proposed by 
Viscount Lambert, T.D., chairman of the Devon and 
Exeter Savings Bank, with a reply by the Mayor, Mr 
James Smeall, J.P., МА. 

The toast to the guests was proposed by Mr Norman 
С. Webber, F.c.a., President of the Society, who was 
in the chair. Mr Kenneth Rowe, M.B.E., J.-P., T.D., B-A., 
a former Mayor of Exeter and a well-known business 
man, replied. 

Other principal guests included Mr P. W. Blake, 
F.C.A., President of the Insurance Institute of Exeter; 
Mr R. О. Bearne, Principal inspector of Taxes, 
South-west Area; Alderman Percy Hilton, Sheriff of 
Exeter; Mr C. А. Evan-Jones, M.B.E., Secretary of the 
Institute; and Mr F. J. Weeks, F.c.a., à member of the 
Council of the Institute. 





'The President of the Bristol and West of England Sociey, Mr N. G. Webber, F.c.a. (third from right), with the [илери 


guests at the dinner. Left to right: Mr К. 


Viscount Lambert, т.р., Chairman, Devon and Exeter =avings 
Webber; Мг R. McNeil, r.c.A., President of the Instituta, and Alderman John А. Day, C 


Н. Rowe, M.B.E., J-P., T.D., B.A., Alderman P. Hilton, Sheriff o 


Exeter; 
Bank; Mr L, J. Smeall, J.P., M.A, Mayor of Exeter; Mr 
hairman, Devon County Council. 
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Computers — Another View 


COMPTROLLER AND AUDITOR-GENERAL’S OBSERVATIONS | 


AT SCOTTISH CHARTERED ACCOUNTANTS' DINNER 


Speaking at the annual dinner of the Association of 
Scottish Chartered Accountants in London held at 
the Savoy Hotel on Monday, Sir Edmund Compton, 
K.C.B., K.B.E., Comptroller and Auditor-General, said 
that the sheer volume and high quality of financial 
and statistical information provided by the computer 
and other aids could defeat its own ends. 

Sir Edmund, who was proposing the toast of “The 
Institute of Chartered Accountants of Scotland’, said 
that often a manager did not have time to master the 
information available, and did not want to, because the 
mass of figures was liable to bring on the psychological 
condition known as ‘emotional blockage’. ‘Most 
managers, in and ou: of Government, want the 
proverbial sheet of notepaper, and provided the 
accurate detail is in the background, they have a right 
to it.’ 

In accountancy, as in other business and scientific 
techniques, he added, the tools were becoming so 
powerful and sophisticated that there was a temptation 
to display them rather than use them. 

. V 


Need to Tailor Accounting Techniques 


Financial control must not be mistaken for manage- 
ment, or substituted for management, he went on. 
Accounting technique was not an end in itself, but had 
to be tailored to fit the profession's dual objectives of 
information and financiel control. ‘It is our privilege to 
be the authentic source of financial information on 
which proprietors and managers depend, and out of 
this privileged position of ours springs a wealth of 
opportunities', he said. 

In both the public and private sectors, the objectives 
of accountants were the same — financial information to 
proprietors and managers. But because the aims were 
the same it did not follow that techniques were the 
same. 


“To take an obvious example, the public sector has the 
disadvantage of no profit yardstick by which to measure 
success. On the other hand, the public sector has the 
advantage of being free frcm the techniques and distortions 
of taxation. 

‘What we must not do is to assume that we of the private 
and public sectors can go our separate ways and have 
nothing to learn from each other's methods.' 


Navigational Aids 


He did not want a collision course to be steered. 
Aida to navigation, however, could be the application to 
Government decision-making of the technique of cost- 
effectiveness and the increasing emphasis which the 
accounting profession, particularly the Scottish In- 
stitute, was placing on academic training in addition 


to apprenticeship. To apply cost-effectiveness tech- 
niques it was necessary to acquire mathematical training 
which the apprentice did not get by working on a 
straight audit. 


Finding Time to Think 


Replying to the toast, Mr Robert Browning, C.B.E., 
M.A., LL.B., C.A., President of The Institute of Chartered 
Accountants of Scotland, said that new ideas and new 


legislation and techniques were no substitute for time у 


to think — ‘and if we аге to look forward effectively, 
adequate time to do so is essential and I believe it is 
that which we most miss at the present time'. 

He went on to say that the number of industrial 
units in Scotland which were controlled by com- 
panies or groups with head offices in London was 
already very material, and the pattern of expansion and 
development which was evolving tended to indicate 
that this trend would continue. 


*In these circumstances it is inevitable that many policy 
decisions vital to the Scottish economy are made here. We 
in Scotland are therefore pleased indeed that there 
should be so many Scottish с artered accountants in this 
city. 

‘In general, industrial and commercial projects in Scotland 
can only be justified if in the long run they are, if not 
highly profitable — and of course, some of them are — at 
least commercially viable." 


Project Assessment 


The accountant, said Mr Browning, was almost 
inevitably involved in the assessment of the validity 
of the project, at least from the point of view of profit- 
ability. He added: 


‘I would hope that if any Scottish accountant is in any 
way concerned with the assessment of or the decision 
re ing any such project he might be able to persuade 
those involved in ing the decision that Scotland is a 
good place in which to live for the whole of the calendar 
year.’ 

The toast of ‘The Guests’, was proposed by a long- 
standing member of the Association, Mr George W. 
Flint, C.A., A.C.W.A., and replied to by Mr R. McNeil, 
F.C.A., President of The Institute of Chartered 
Accountants in England and Wales, who said he was 


+ 


¥ 


? 


happy to see that the two Institutes were working _ 


harmoniously towards a better service and improved 
techniques. He added that he was glad that the 
English Institute was collaborating in the examination 
for the Joint Diploma in Management Services with 


the other professional bodies — it was the first time that . 


all the accountancy bodies of repute had collaborated in 
this way. 


„м 
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Rank Xerox 813. 


: | would like to: see a free demonstration of the 


Natma.... erede erae rera eara азаа, 


Name of COMPANY: i1. ee eee ae ves eu ko aea baa ene ve vacensersessenevatccdess 


bosetpsessstoptoveeneseoseaseooenseseceeve 


ЕТКЕ 


АП 


| 


If you cut out this coupon 


it will cost your company 
about 10d. 


If you don't it could 
cost them a darn sight more 


If you're earning about £10,000 a year, in the time it takes 
you to cut out this coupon there's 10d. of your company's 
money gone. 

What do you get from this modest investment? A free 
demonstration of an office copler that could improve your 
bank balance by revolutionising your office efficiency. It's 
called the Rank Xerox* 813. 

What does it give you? Quite simply it gives you 
faster, more efficient internal communications. And a better 
bank balance at the year end. Specifically it gives you— 
Ц Perfect, mirror-sharp, black-and-white copies 
In seconds | | Every copy dry and ready to use. 
C] Copies on ordinary bond paper [ | Copies from 
any oríginal—written, drawn, printed. Pencil, 
ink, paint. Any colour [ ] No messy chemicals 
or exposure adjustment. 
АП adding up to faster, more efficient internal 
communications. 


If you maks more than 12:copBs a day, you will find the 
Rank Xerox 813 mare economizal than a wet copier. You 
want proof? Certainly. 


FREE DEMONSTRATION 
Cut out and fill In the coupon above and we'll arrange а 
free demonstration. The time & takes to do this will, of 
course, cost your company 10d. 2 
Ask your secretary to do it for you and It works out 
rather cheaper. *Xerox ia a registered trade mark of Rank Xerox Limited. 


Your business depends оп shared Information. 


5 | RANK Хе 


B A Dision within the Rank Organisat: =a, Jolatiy owned with Xerox Corporation. 
Rank Xerox (Reatala) lid., 84-89 Gt. Portland St, W.1. MUS 5010. 
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Estate Duty Problems? 


Lid 


There's no need 
to lose control 
of vour business 





Ask foz EDITH's booklet 
"Providing for Estate Duty’, — |,, а 
which will explain how we — | I Pansport-wise l'm y 


can help without taking more 


oM md all for Contract Depreciation” 


your equity Contract Depreciation makes good sense. With CD you 

can achleve a planned transport economy that ів virtually 
impossible with ordinary fleet operation methods. You get 
new trucks every time, replaced before they become a liabil- 
Hy, so that your operating costs are reduced. These costs 
are accurately predictable well in advance—you can tender for 
contracts more competitively and with greater confidence. 
From the prestige standpoint, Contract Depreciation gives 
your fleet maximum advertising value—your trucks are 
always modern and well kept. 


Estate Duties Other major advantages of CD Include :— 


Ф Yougetall the tax reliefs with each new truck, Including 
Investment allowances. x 


Investment ' @ Unprofitable administration time Is greatly reduced. “ | 


Ф Reduced maintenance and repairs simp!ifies workshop 
• * i operation — fewer skliled (and scarce) mechanics and 
'Irust ] пиеда smaller workspace necessary. 
` @ No disposal problems with old trucks. 


Ф CD has over 18 years successful history of continuous 
serviceand truckavallability to meet а! your 
requirements. 





ercy GET ALL THE FACTS ON CD — send for our brochure 
Pi House, 7 Copthall “Contract Depreclatlon —the reasons why". 
Атепиз, London ЕС? Ask your secretary to clip the coupon to your letlerheading 


and post it— TODAY i 


CONTRACT DEPRECIATION by 


National 0581 


and al. branches throughout 






Z2:77: (ETS) FORD & SIATRR ID 
and Managers A. NAREOROUGH ROAD SOUTH, LEICESTER - Telephone: LEICESTER 823261 
JEdustsial-&:Conumercial PIONEERS OF THE LEYLARD-APPROVED | 


NEMO VEHICLE СОНТЗАСТ OPERATING SCHEME- EURA 
Financ Corporation Limited STILL THE MOST ECONOMICAL 





| 


To: FORD & SLATER LTD. NARBOROUGH ROAD SOUTH, LEICESTER 
Yes! Please send me your brochure on Contract Depreciation 


r q 
i 1 
| | 
[| Mark for the attention of. — | 
[ I 
En i J 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


The r42nd meeting of the Committee was held in 
the Council Chamber at City House, 56/66 Goswell 
Road, London EC1, on Wednesday, October 27th, 
1965, at 2 p.m. There were present: 

Mr D. W. Robertson (in the chair), Messrs Е. W. 
Allaway, J. A. Allen, R. B. Arrowsmith, С. L. Aspell, T.r., 
D.L., P. J. Cavanna, M. A. Charlton, L. H. Clark M. J. 
Croll, 3. be, №. J. Edwards, W. Е. Edwards, М. 
Cassleton Elliott, R. W. Foad, J. W. G. Frith, W. S. Hayes, 
K. J. Hilton, A. P. Hughes, С. N. Hunter, У. T. Hunter, 
M.B.E., S. Kitchen, E.-D. London, J. Lunch, у.в.р., А. G. 
Martin, G. M. Metcalf, F. L. Moulding, D. Napper, 
E. J. Newman, Е. R. Nicholson, К. D. Pearce, C. J. Peyton, 
J. Perfect, А. L. Pitman, D. W. Pursglove, H. Robinson, 
B. G. Rose, H. G. Sergeant, H. C. Shaw, F. A. Sherring, 
Н. G. Smith, К. В. Stanley, C. C. Taylor, А. С. Thomes, 

\ G. Thompson, L. R. Turner, C. H. Washbrook and J. A. P. 
Whinney, with Mr G. A. Slator, Acting Secretary to the 
Committee. Messrs G. G. G. Goult, D. S. Morpeth, J. = 
Taylor and W. Е. Tidswell-attended by invitation. 


Address by the President 

‘The President of the Institute, Mr R. McNeil, в.с.а., 
attended the opening of the meeting. In reply to a 
speech of welcome by the Chairman, the President sai: 
‘Today is the occasion of your first meeting of the 
1965-56 session and I feel I should start with an 
apology that I have been working you very hard indeed 
during the summer recess in the preparation of an 
urgently needed document on the “Treatment of 
Taxation in Company Accounts". As you well know, 
the Royal assent was only given to the Finance Act, 
` 1965, in August of this year and because of its fer- 


reaching effects it was not possible to allow your. 


Somme reasonable time which has been possible in 
other years, and I am most grateful to all those уло 
collaborated in the mammoth task of preparing the 
excellent document which will be circulated to all 
members in the course of a few days. 

‘I have been looking through your booklet for 
1965-66 which included the report of your work for 
the year ended September 3oth, 1965, and which 
describes the work of that year. A little more than one 
page is used to set out the meetings and matters which 
you have considered and the Council memoranda 
which resulted from your activities. As a document it 
is nearly the understatement of the year. When I lcok 
at the matters which you still have to consider in the 
year which lies ahead, I appreciate the immensity of 
your task and I would like to assure you that fhe 
Council recognizes the essential part that you are 
playing in the advancement of knowledge and tech- 
niques which I hope and truly believe is the out- 
standing characteristic of our present-day activities. 

и] “The year of the creation of this committee — 1942 — 
“was indeed an outstanding one in the history of our 
Institute in that it made available to the Council, гпа 
therefore to the members, a tremendous volume of 
expertise on technical matters and enabled the Courcil 
to give authoritative guidance on a vast number of 
different matters. Many of the matters which are 


TECHNICAL ADVISORY COMMITTEE 


referred to you do not, however, receive e publicity for 
one reason or another but this does not mean that the 
work in ascertaining the facts, expounding the principles 
and enunciating recommendations is not of value. It all 
adds to the knowledge which we have as an Institute and 
often is of value in the consideration of other matters 
which are subsequently referred to your committee. 

‘The activities in the coming year will be arduous 
and exactirg, not only in the field of taxation ~ which 
is inclined at the moment to exercise perhaps an undue 
prominence — but also in the field of management 
Accounting, while not forgetting the problems which 
always arise in relation to our functions as reporters of 
financial information. 

‘As usual you have prepared yourselves with a 
goodly team and you are admirably led by Mr D. W. 
Robertson as your chairman, supported by Mr L. H. 
Clark as your vice-chairman. 

‘As I lock back over the history as recorded in your 
booklet, these men are worthy successors to a most 
distinguished list of chairmen and vice-chairmen and 
I personally recollect with pride that I attended the 
very first meeting and was addressed by Sir Harold 
Barton and Mr Frederick de Paula. І had no idea at 
that time that I was taking part in а revolution – one of 
those benevolent revolutions which has had far- 
reaching effects on the accounting thought and practice 
of our times. 

‘When the going gets tough, I hope you will re- 
member that the service which you render now will 
be of tremendous value to those who look to the 
Institute Zor leadership and with that thought I 
commend you to the activities which lie in front of 
you and in which I wish you every success.’ 


Membership 


. The Chairman extended a warm welcome to the 


following new members of the committee: 


Mr J. A. Allen . Mr J. Lunch 
Mr R. B. Arrowsmith Mr F. A. Sherring 
Mr M. J. Croll Mr K. R. Stanley 
Mr J. W. G. Frith Mr A. G. Thomas 
Mr W. 2. Hayes Mr C..H. Washbrook 
Mr W. Т. Hunter 

Sub-committees 


Reports of progress were received in connection with 
twenty-three matters. These included the following 
reports approved for submission to the Technical 
Committe or the Parliamentary and Law Committee: 
Taxation anomalies and practical difficulties. 
Friendly societies and industrial and provident 
societies. 


Future Meetings 
The next meeting of the committee was arranged for 
Thursday, December oth, 1965. Meetings in 1966 
were provisionally arranged for February 24th, April 
27th, June 30th, September 28th, October 27th and 
December 14th. 
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Comprehensive Caiculator 
A NEW calculating system from ADM Business 
Systems Ltd, known as the Transmatic DM, 
incorporates calculating, adding, storage and mem- 
ory facilities in one compact unit. The DM also 
gives a printed record of the processes and answers, 
including an automatic decimal point in a pre-deter- 
mined position on the record. This means that anyone 
can check the results from the printed record. There 
are only ten controls and the DM costs £368 — bringing 
high-speed print-out calculating within the reach of 
the smaller business. 
ADM. Business Systems Ltd, ADM House, North- 
fields Avenue, London Ws. 


Speedy Printing 

SEES thousand copies an hour is the rated output 

of the new Ilford 4500 dyeline printer which feeds 
paper from a 24 in. wide 1,000 yd reel, slits it to the 
required width and cuts it to match the length of the 
original. It 18 claimed that this use of reel stock saves 
ав much as 20 per cent on the cost of cut and packed 
sheets. The machine will make 18 in. by 12 in. dyeline 
copies at 4,800 an hour or 8 in. by 13 in. copies at 
7,000 an hour and will cost about £4,500. 

Ilford Ltd, Business Services Centre, 4-12 Oxford 
Street, London WCr. 


Ilford pue 4800 Automatic Printer 


Storage... 
NEW approach to unit storage furniture is Отт. 
Conventional wall, ceiling or floor fittings are not 
required; the units are supported by spring-loaded 
poles that will not mark the walls, floor or ceilings. 
АН wooden units are in Scandinavian teak finish 
of modern design, the basic metal components 


being of aluminium. Units vary in size or content from _ 


the drop front cocktail cabinet or the writing desk to a 
two-sliding door unit made to house lateral filing. 
There are five basic units. 
The Shannon Ltd, Shannon Corner, New Malden, 
` Surrey. 
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New ме 


. and Filing 


Bisley EM blind cupboard, measuring 72 2 

by 36i in. by 18 in., has a blind which is held in the 

down position by a catch in the base, this being released 

by operating a pedal; a lock is fitted. Olive green or 

grey, with a blue blind, is the finish and shelf dividers 
and lateral files can be fitted if desired. 

F. C. Brown (Steel Equipment) Ltd, Queens Road, 

Bisley, Surrey. 


Distributing the Mail 
НЕ Mobinet postal distribution trolley was designed 
at the request of one of the largest United Kingdom 
car manufacturers for the sorting and distribution 
of internal mail. It has detachable frames for loading 
at desks, twenty-five files being supplied to each w 
frame. Easily able to negotiate stairs, the trolley 
has a tray below for small parcels or returned mail. 
Following its success with the car makers, the com- 
pany has decided to make it available on the market at 
a price of £27 Ios. 
The Mobinet Co Ltd, 19 Heneage Street, London 
Er. 


Dictating Machines 


INIFON Multiplex is anew addition to the Eminet 
systems of centralized dictation and has been 
designed for organizations that' require individual 
dictation machines. It is convertible from bank to 
personal operation and employs a non-spill cassette of 
thirty minutes duration which is interchangeable for 
use with the pocket portable Attache machine. p 
Price according to installation. 
Clarke & Smith Office Equipment Ltd, Hanworth 
Air Park, Feltham, Middx. у 


| Stenorette 100 dictating machine uses а 
new square tape cassette which it automatically 
threads and ejects. Dimensions. of this machine, 
which weighs ọ lb., are 12} in. by 4# in. Running 
time is forty-five minutes using the tape supplied. 
The price of the Stenoretie roo is £76 135. 

Grundig (Great Britain) Ltd, Newlands Park, 
Sydenham, London SE26. 


New Accounting Machine 


EMINGTON’S new MD Digital Printer is 
designed for the automatic logging, analysis and 
totalling of data fed in from weighing machines, 
temperature or pressure gauges, revolution counters, 
electric meters, petrol pumps and many other measur- 
ing instruments. 
The MD Digital Printer is similar to an ordinary 
accounting machine, but all its functions, such as 
tabulation, addition, subtraction, totalling and sub- 
totalling, are automatically controlled by solenoids. 
Equipped with two, three, seven, thirteen or twenty- 
five registers, it can be supplied with or without a 
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simplified keyboard for manual output. The price 
range is from £1,000 to £5,600. 

Remington Rand Ltd, 65 Holborn Viaduct, London 
ЕСт. 


Wet and Dry Copiers 


AJOR restyling and a number of improvements 

are features of the 900-1700 range of Banda 
spirit duplicators. Fluid priming is from a one gallon 
can housed in the smart storage unit. Roller damping 
and automatic fluid control, together with a 20 per 
* cent increase to the pressure range, gives longer and 
clearer runs than hitherto and the feed tray capacity 
has been increased to cater for the longer runs. 'l'hese 
machines now have a pressure control linked to the 
on/off switch, combined with a warning light, thereby 


Ж automatically turning off the pressure when the motor 


is switched off. 

Price range from £130 to £363. 

Block & Anderson Ltd, Cambridge Grove, London 
W6 


OPYCAT 3000 is the name of a new desk-top copier 
that uses zinc-oxide coated paper and develops the 
image by the application of toner suspended in a 
fluid. Nevertheless the copies emerge dry and ready 
for use. The cost per copy is said to be less than 
3d for an 8 in. by 10 in. sheet; these are supplied 
from a roll fitted into the machine. Multiple copies can 
be made and there are four different roll widths of 
paper available. The price of the machine is £649 and 
rental or hire-purchase terms are offered. 
- Copycat Ltd, Greycoat House, Greycoat Place, 
London SW. 
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Neatly Bound 


IMPLICITY of operation 1з one of the major ad- 

vantages of the Natcomb CMT machine, for punching 
sheets and binding them with a plastic spine and 
rings. Catalogues, brochures, specifications and similar 
material сап be bound in tiree simple successive 
stages and there are three adjustable gauges to ensure 
accuracy. A scale in the front of the machine indicates 
the position of the punches to ensure registration. 
The Natcomb weighs about 31 Ib. and is no larger than 
a standard typewriter. 

Price: £147 10s. 

National Loose Leaf Co Ltd, National Works, 
Purley War, Croydon, Surrey. 





Natcomb CMr Binder 


Clean Czrds 


4LD сага laminator system consists of a 
laminator, a film feeding attachment and a hand- 
operated cutter. Frequently handled identity cards, 
passes, credit cards, and so on, can be heat sealed with 
tough film for protection from excessive wear and tear, 
dirt, grease and most acids. Lamination also renders 
cards tamper proof for securi-y applications. ТЕ works 
on a continuous role-feed principle, and cards can be 
laminated оп one or both sices. 
Price: £225. 
General Binding Co Ltd, Coman Road, Camberley, 
Surrey. 


Document Overprinter 
il b ENM cheque personalizing machine has been 
designed to overprint cheques with account num- 
bers in magnetic-ink characters or optical character- 
recognition codes with the drawer’s name in ordinary 
type. The machine accepts the cheques in book 
form and is provided with a quantity selector that 
is pre-set to determine the number of cheques to 
be overprinted. The machine also handles the over- 
printing of credit transfers, warrants, hire-purchase 
slips and other forms of a similar size to standard 
cheques. 
English Numbering Machines Ltd, Queensway, 
Enfield, Middx. 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs FREDERICK ARTHUR & Co, of Gloucester 
Mansions, Cambridge Circus, London WC2, announce 
that the partnership existing between Mr D. B. 
MoLYNEUX-BERRY, A.C.A., Mr J. А. HEAFORD, A.C.A., 
and Mr F. А. GOMMER, F.A.C.C.A., has been dissolved. 
Аз from November 1st, Mr Е. А. Gommer reverts to 
sole practice in the style of FREDERICK ARTHUR & Co, 
at the same address. 

Messrs Низор & Son, Chartered Accountants, of 
4 Woodland Road, Darlington, announce that’ Mr 
Davip S. HESLOP, M.A., A.C.A., has joined the firm as a 
partner as from November 18t, 1965. The practice will 
continue to be carried on under the style of НЕЗГОР & 
5ом. 

Messrs HAROLD. Everett, Lesser & Векс, Char- 
tered Accountants, and Messrs WAND, SuaLET & Co, 
Chartered Accountants, of London and Southend, 
announce the amalgamation of their practices on 
` November rst, 1965. The amalgamated firm will 
practise under the style of HaroLD EVERETT, WAND 
& Co and have transferred their main Southend offices 
to 187 London Road, Southend-on-Sea. 

Messrs LAURENCE Know ss & Son announce that 
their address is now 33A St Ebbe’s Street, Oxford. 

Massrs LAvTON-BENNETT, BILLINGHAM & Co, Char- 
tered Accountants, of London, and Messrs CHARLTON 
& Со, Chartered Accountants, of Birmingham, 
announce that they have entered into an association 
with effect from November rst, 1965. Mr E. C. BAILLIE 
and Mr B. J. HERRING, partners in LAYTON-BENNETT, 
Bru.LmNGHAM & Co, have joined the partnership of 
CHARLTON & Co, and Mr С. A. Lre, a partner of that 
firm, has joined the partnership of LAYTON-BENNETT, 
BILLINGHAM & Co. Both firms will continue to practise 
under their present styles and from their present 
addresses in London and Birmingham. 

Messrs ALEX. PARKES, WesTmacotr & Co, Certified 
Accountants, announce that their address is now 59-60 
Broad Street Avenue, Blomfield Street, London ЕСа. 
''elephone London Wall 2435. 

Messrs RoniwsoN Courson & Co, Chartered 
Accountants, of Scarborough and Filey, announce 
that they have admitted into partnership, as from 
November rst, 1965, Mr L. B. BRADSHAW, B.A.(ECON.), 
А.С.А., who has been associated with the firm for 
several years. 

The partners of SHEDDEN, MADELEY, Jones & Co, 
announce that that partnership was dissolved on 
October 8th. Mr С. L. MADELEY, F.A.C.C.A., A.T.LL, 
and Mr W. J. R. JONES, A.A.C.C.A., ATII., are now 
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practising under the style of MapEtey, Jones & Со, 
Certified Accountants, at 124 Compton Road, Wolver- 
hampton. 

Messrs Н. Н. SHerwoop & Co, Chartered Account- 
ants, of 38 Great Charles Street, Birmingham 3, and 
36 Market Street, Tamworth, and Mr RoBERT A. 
‘THOMPSON, F.C.A., of 35 Market Street, Tamworth, 
jointly announce that their practices in Tamworth have 
been merged from November 1st, 1965, in the style of 
SHERWOOD, THompson & Co. The principal is Mr 
P. R. DarLow, F.c.a., a partner in Н. Н. SHerwoop 
& Co, and the practice will be carried on for the time 
being from the present offices in Tamworth. 

Messrs WaRDALE & Co, Certified Accountants, 
announce that their address is now Foresters Cham- 


bers, 24 Park Square (West), Leeds 1. The telephone 


number remains unchanged. 

The practices of Messra Wricut, Witson & Co 
and Messrs KENNEDY & Co, of Hertford, have been 
amalgamated under the style of Wricat, WiLSON, 


KENNEDY & Co, Chartered Accountants. The partners, 


announce with regret the death of Mr Јонм KENNEDY, 
C.A., on October 20, after th 
made, but before it became operative. The amalgama- 
tion came into effect as arranged on November 1st, 
and the practice is being carried on by the remaining 
partners, Messrs KENNETH Т. WRIGHT, F.C.A., JOHN V. 
WILSON, A.c.A., and THEODORE Т. FIDDAMAN, C.A., 
at Cecil House, St Andrew Street, Hertford, Herts, 
and at Ware. ` 


Appointments 


Mr George S. Clyne, С.А., has been appointed 
controller and company secretary of Remington Rand 
Ltd. 

Mr W. W. Fea, B.A., F.C.A., has been appointed 
chairman of G.K.N. Rolled & Bright Products Ltd. 

Mr D. A. Giles, a.a.c.c.a., has been appointed 
group treasurer of Тће Heinemann Group of Pub- 
lishers Ltd. 

Mr Е. T. Hartland, B.COM., F.c.a., has been appoin- 
ted managing director of Ruston-Bucyrus Ltd, with 
effect from January 18, 1966. He has relinquished his 
position as secretary of the company and is succeeded 
by Mr С. E. Smalley, B.E.M., A.A.C.C.A. 

Mr E. Morris-Jones, F.c:a., has been appointed 
chairman of Sir W. H. Bailey & Co Ltd. He retains his 
present position of managing director. Mr D. W. 
Felstead, F.c.a., has been appointed a director, while 
continuing as secretary of the company, and Mr D. T. 
Morris-Jones, A.C.A., becomes a trainee director. 
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Mr Hans Renold, B.A., A.C.W.A., is now a director of 
Management Strategists Ltd. 

Mr W. R. Shepherd, F.c.a., chief accountant of tre 
United Gas Industries group, has been appointed to 
the board of the parent company. 

Mr W. Н. Willatt, a.a.c.c.a., has been appointed zo 
the board of E. N. Mason & Sons Ltd. 


COMPANY INVESTIGATION 
H. S. Whiteside & Co Ltd 


Mr А. R. О. Slater, к.с.А., and Mr К. О. C. State, 
Q.C., have been appointed by the Board of Тт: йе 
under section 165 (5) of the Companies Act, 1948, 
to act as inspectors to investigate the affairs of Н. S 
Whiteside & Co Ltd. 


IN PARLIAMENT 
Disposal of Effluents: Tax Allowance 


Mr BanNErT asked the Chancellor of the Excheq_er 
if the cost of eliminating pollution from rivers ad 
^ streams caused by effluent disposal is wholly allowed 
~ by his officers as a deduction for income tax purpo<2s. 
Mr MaACDERMOT: In computing his: profits for tax 
purposes a trader is entitled to a deduction in гезј 2ct 
of any items of current expenditure incurred in тће 
disposal of effluents from his trade premises. H= is 
- also entitled to capital allowances for any сарта! 
expenditure which he incurs on the provision of p ant 
for the disposal of such effluents, or in respect of zny 
‚ capital contribution which he makes towards the æst 
of its provisiort by a sewerage authority. 
Hansard, Oct. 26th, 1965. Written answers, col. 48. 


REDUNDANCY PAYMENTS SCHEME 


A booklet giving general guidance to employers and 
employees on the provisions of the Redundzacy 
Payments Act, which comes into force on December 
6th, has been issued by the Ministry of Labour. 

The Act requires employers to make lump-zum 
compensation payments, called ‘redundancy paymects', 
to employees who are dismissed through redunda-cy. 
It also requires these payments to be made in ce-ain 
circumstances to employees who have been 1аій-0 or 
kept on short-time for a substantial period. The 
amount of the payments will be related to pay, lezgth 
of service with the employer, and age. The Act also 
establishes a redundancy fund, financed by co-tri- 
butions collected with the employer's flat-rate Natonal 
Insurance contributions. Employers who have to rake 
redundancy payments as required by the Act may 
claim a rebate of part of the cost (ranging from zwo- 
thirds to just over three-quarters) from the fund. 

'The new booklet, which extends to thirty-two pxzes, 
gives comprehensive guidance on the condi -ons 
relating to redundancy payments and the calculation 
of such pay. Details are also given on the workirz of 
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the redundancy fund. Copiss of the booklet are 
available from all local Employment Exchanges. 


Contracts of Employment Act, 1963 
Certain changes in the Contracts of Employment Act 
are made by the Redundancy Payments Act referred 
to above, and the Ministry of Labour has also issued a 
revised edition of its booklet for employers and 
employees giving general guidance to the working of 
the Act. 


SCOTTISH INSTITUTE’S 
NEW DIRECTORY 


The Official Directory 1965-66 of The Institute of 
Chartered Accountants of Scotland, now published, 
shows that the total membership at "July 22nd, 1965, 
numbered 7,576, compared with 7,432 in the previous 
year. An analysis of the memoership shows that there 
were 3,958 members in Scotland, of whom 1,113 were 
‘in practice on their own account or as partners in 
firms’. Of the remaining members, those in the 
United Kingdom other than Scotland numbered 
2,403 (259 in practice as prancipals or partners) and 
there were 1,215 members abroad (195 in practice as 
principals or partners). 

'The Directory extends to 6:4 pages and contains the 
usual alphabetical and topcgraphical lists, together 
with details of membership of the Council of the 
Institute, and of the Standing and Local Committees 
for 1965-66. 


CERTIFIED ACCOUNTANTS’ ANNUAL 
DINNER AND DANCE 


The annual dinner and danze of The Association of 
Certified and Corporate Accountants will take place 
in the Great Room, Grosvenor House, Park Lane, 
London Wr, on Monday, November 22nd, at 7 for 
7.30 p.m. Dancing to Georze Jay and his orchestra 
will continue until x a.m. 

Tickets, price 45s each exclusive of wines but 
including a late-night buffet served at 11.30 p.m., 
may be obtained from Mr К Т. Bell, The Association 
of Certified and Corporate Accountants, 22 Bedford 
Square, London WC1. 


COST ACCOUNTANTS’ LONDON 
CONFERENCE 


A one-dey conference for London members of The 
Institute of Cost and Works Accountants is to be held 
at the Connaught Rooms, Great Queen Street, London 
WCa2, on Friday, November roth. 

Dr J. A. Carruthers, D.PHIL., B.8C., A.INST.P., head 
of operations research, Rachard Costain Ltd, will 
present a paper at the mcrning session and in the 
afternoon, Mr Andrew Kirk, a.c.w.a., managing 
director, Attwood Cybernetics Ltd, will discuss new 
management technology — its nature, immediate 
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impact, special requirements and its special significance 

for the management accountant. The guest speaker 

at the conference luncheon will be the Rt Hon. the 

"i of Kilmuir, c.c.v.o., chairman, The Plessey Co 
td. 

Applications to attend the conference should be 
addressed to the conference registrar, Мг K. Lucas, 
A.C.W.A., 78 Vigilant Way, Gravesend, Kent. The 
conference fee, including luncheon, is two guineas. 


SIR JAMES MARTIN LODGE 


The installation meeting of the Sir James Martin 
Lodge (formerly The Incorporated Accountants 
Lodge) was held on Tuesday, October 26th, at Free- 
masons Hall, Great Queen Street, London М/С2. 

The Worshipful Master, W. Bro. E. J. Morris, 
installed his successor, Bro. А. B. Sturgess, O.B.E. 

W. Bro. A. B. Sturgess appointed and invested the 
following officers for 1965—66: 

W. Bro. E. Downward, S.W.; Bro. H. N. Piper, 3.W.; 
W. Bro. E. V. Best, Treasurer; W. Bro. E. B. Trimmer, 
Secretary ; W. Bro. A. V. Hussey, D.C.; Bro. J. Ager, S.D.; 
Bro. S. Ward, 7.D.; W. Bro. Е. К. Marshall, 4.D.C.; 
W. Bro. J. C. Chaumeton, Almoner; W. Bro. С. J. Hakin, 
Organist; Bro. W. E. Adams, ¥.G.; W. Bro. F. R. Witty, 
Bro. D. G. Godfrey, Bro. F. W. Tyler and W. Bro. K. 
Jones, Stewards; W. Bro. A. C. Chitty, Tyler. 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


The next meeting of the London and District Society of 
Chartered Accountants will take place at Central Hall, 
Westminster, London SW1 (not at the Little Ship 
Club as stated in the Society's programme), next 
Wednesday at 6 p.m., when Mr S. Kitchen, F.C.A., will 
speak on 'Capital gains'. Admission will be by ticket 
only. К 


NORTHERN SOCIETY OF 
CHARTERED ACCOUNTANTS 


A one-day lecture course on “Fhe Finance Act, 1965' 
is to be held by the Northern Society of Chartered 
Accountants on December 3rd at the Mayfair Hotel, 
Newgate Street, Newcastle upon Tyne. 

On December 13th, there will be a luncheon 
meeting at the County Hotel, Neville Street, Newcastle, 
at 1 p.m., which will be followed by a film show given 
by the Save and Prosper Group of unit trusts. 


CHARTERED SURVEYORS’ INFORMATION 
The Royal Institution of Chartered Surveyors’ 
Technical Information Service, which. has been 


operating for a year, is to be extended beyond the 
profession. Organizations and individuals other than 
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chartered surveyors may now take advantage of the 
facilities. 

In 1965, there have been 550 written and telephonic 
inquiries ranging over a wide field. Inquiries have 
covered multiple listing, car parking on industrial 
premises, the building industry in*Australasia, housing 
societies and associations, the rateability of caravan 
sites, the licensing of private building, grants relating 
to agricultural dwelling-houses and cost benefit 
analysis in urban redevelopment. 

The success of the service has shown that information 
is needed not only by chartered surveyors but by all 
those concerned with the increasing complexity of 
land law and construction. It is for this reason that it 
is now intended to invite subscriptions from organi- 
zations and individuals at a fee of twenty-one guineas 
per annum; chartered surveyors will continue to receive 
the same service for fourteen guineas. 

Samples of the monthly bulletin R.I.C.S. Abstracts 
and Reviews and the stop-press supplement together 
with further information may be obtained from the 
Technical Information Officer, The Royal Institution 
of Chartered Surveyors, 12 Great George Street, W 
London SWr. : ; 


CREDIT INSURANCE 


A booklet entitled Credit Insurance: The Vital Role It 
Can Play in Business Today, advising companies on . 
the purposes and benefits of credit insurance, has been 
published by Industrial and Mercantile Credit Insur- 
ance Ltd. А 

The booklet draws attention to the growing extent 
to which companies are obliged to grant credit to their 
customers and considers that six main benefits result ` 
from credit insurance: the protection of profits, the 
spreading of risks, increased sales, greater ease in 
obtaining finance, reinforcement of credit control and 
the creation of a tax-free bad debt reserve. 

Copies of the booklet are obtainable free of charge 4 
from Industrial and Mercantile Credit Insurance Ltd, ` 
7-8 Bury Court, London EC3. 


INSTITUTE OF INTERNAL AUDITORS 


Birmingham Chapter 
The next meeting of the Birmingham Chapter of the 
Institute of Internal Auditors will be held at 6.30 p.m. 
on Thursday next at the Chartered Auctioneers and 
Estate Agents Institute, Regent House, St Philip’s 
Place, Colmore Row, Birmingham. At this meeting a 
paper on ‘Purchasing procedure, material control and 
the internal auditor’ will be given by Mr A. M. 
Ealmford of the London, Chapter. Further details 
regarding the activities of the Chapter are obtainable 
from the Secretary, Mr Т. W. Scriven, West Midlands 
Gas Board, Wharf Lane, Solihull, Warwickshire. | 
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New Road Signs for Accounts 


fundamental changes brought about by the Finance 
Act, 1965, have led to the issue by The Institute of 
Chartered Accountants in England and Wales of an 
interim supplement to their Recommendation 19 on the treatment 
of tax in сипрапу accounts. The notes, which are reproduced 
elsewhere im this issue, introduce twenty-two groups of suggestions, 
the length of which indicates the difficulties of accommodating 
new wine ia old bottles. 

One section deals with the transitional problems of matching 
those tax charges on each basis for which a comparative significance 
can be said to exist. As regards prospective refunds arising from 
the various -nitigating rules, separate credits are proposed in view 
of their ‘wi-dfall’ character. Attention is also given to the need to 
relate comparative figures for dividends shown net and gross. 

While scme of the detailed provisions of the Companies Act, 
1948, rnay row seem less appropriate, the suggestion that dividends 
should be shown gross instead of net contravenes paragraph 8 (1) 
(е) of Зећес Је VIII to thet Act, which relates to disclosure in the 
balance she2t of ‘the net aggregate amount (after deduction of 
income tax) which is recommended for distribution by way of 
dividend’. The corresponding profit and loss account provision 
in paragraph. 12 (1) (A) is less precise, stating that there shall be 
shown ‘the zggregate amount of the dividends paid and proposed’. 
If the dividends are shown net in accordance with paragraph 8 (1) 
(e), the inccme tax for which the company must account under 
Schedule Е гоша be shown as a separate item and the law would 
be obeyed. 

We won-er whether there have been discussions with the 
Board of 'T-ade relating to this matter, but as the Institute points 
out, the no-es have been prepared before practical experience has 
been gainec in the operation of the Finance Act, 1965, and do not 
purport to 3eal exhaustively with every aspect. 

There ccild also be an approach to the Board of Trade in 
relation to other matters, such as the rule which permits the 
extent of от>твеаз tax to be masked by its inclusion with United 
Kingdom х where credit relief operates. In consequence, many 
shareholders have not been in a position to know the relative 
scale of cor-ributions to Lome and foreign exchequers and may 
have been caught unawares by the effect of the impending fall in 
the rate of company tax. We therefore welcome the Institute's 
new suggesion whereby the amount of double tax relief would 
be disclosed. 

Perhaps the outstanding feature of the new arrangements lies in 
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. the enhanced significance of the possession of a 
. fund of franked investment income, being 

dividends from United Kingdom companies. In 
adhering to their former Recommendation No. 18! 
(paragraph 49) that such income should be 
grossed up, the Institute have perhaps shown 
undue conservatism. Appendix I to the new notes 
proposes a layout which implies a double 
burden in respect of that class of income, for the 
uninitiated are not to know that it escapes cor- 
poration tax. Its true worth as a token of enduring 
value, redeemable when faced by demands for 
income tax on distributions or available against 
certain items of unrelieved charges on income, 
management expenses, certain capital allowances 
and trading losses, is wholly obscured and it might 
be more informative to bring in this item net as 
an addition to profits net of corporation tax, 
together with the amount of the income tax 
recoveries which: it generates. Moreover, the 
piecemeal approach towards unutilized surplus 
franked investment income, accumulated losses, 
distribution charges and other tax factors signi- 
ficant for the future would be simplified if all 
such items were tabulated in a single note on 
the accounts. On the other hand, credit should not 
be taken for repayment of income tax suffered on 
surplus franked investment income until the 
relief is obtained. The proposed treatment of 
capital gains seems to sidestep the main issue, 
namely, the extent to which future liability to 
capital gains tax should be reflected in references 
to market values of investments or properties and 
to fixed assets which have been replaced. We do 
not think that those responsible for taking 
decisions will be helped by the reference to a 
‘contingency not unduly remote having regard 
to the circumstances’ and instead we would have 
preferred to see a positive phrase such as “events 
which have occurred or have been the subject of 
managerial decisions before the date of signing 
the accounts’. 

A development of increasing significance has 
been the use of tax equalization reserves. In the pre- 
vious recommendation (19) these covered only the 
tax relief obtained by capital allowances in excess 
of accumulated depreciation, but extensions are 
now proposed to take account of deferred capital 
gairis liabilities on business assets scheduled for 


1 Presentation of Balance Sheet and Profit and Loss Account 
(October 1958). 
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final disposal, for the corresponding liability on 
impending disposals of fixed assets which have 
been revalued, and also for charges accrued in the 
financial accounts. There appears to be some 
doubt as to the propriety of the last suggestion, 
which involves taking credit for relief which may 
never materialize. 

We seem to have a situation in which the tax 
equalization reserve is tending to become some- 
thing of a dog’s breakfast, and there is an in- 
creasing risk of improper recourse to a provision 
the nature of which is unintelligible to the layman. 


This is a situation which will have to be 


watched. 
Only scant attention is paid to the problems of 


close companies. It is somewhat surprising to find : 


that the payment of income tax on loans to 


participators creates an asset parallel to the loan, . 
and we fear that this is liable to be dissipated . 


by the wind of legislative change. At all events 
there will be no quarrel with the assertion that ‘it 
may not always be possible to ascertain whether a 
company is a close company, although determina- 
tion of the question may have a material bearing 
on its tax liability'. If we have correctly judged 


ANS 


the ripples of dismay which are floating through ` 


the correspondence files of company secretaries, 
this must be the understatement of the year. To 
answer the question requires more than second 
sight: it is necessary to penetrate the guise of 
nominee shareholders, to resolve the intricacies 
of sub-apportionment and cross-holdings to 
inquire into association by blood, partnership, 
trusteeship and community of trust interests, to 
foreknow the entitlements of all persons concerned 
at any date in the future, to trace interests in 
income, and perhaps among the shifting sands 
of stock exchange transactions, to identify the 
35 per cent ‘public’ on each day of the financial 
year. 

'The necessary disclosure of the pattern of 
beneficial holdings is likely to be made only in 
circumstances of absolute confidence such as a 
professional body can provide, and it appears to u: 


that the Council of the Institute might now, _ 
perhaps through its Computer Research Com- , 


mittee, explore the means of collating the neces- 
sary information with the aid of a computer. Only 
by this means can definitive rulings be made 
available on this fundamental point. 


P 
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Directors! Remuneration — 1 


HE provisions for computing profit for 
corporation tax purposes bring in income 
tax principles. It follows that a company 
seeking to deduct directors’ remuneration as an 
expense of a trade etc. will still have to satisfy the 
authorities that it was paid wholly and exclusively 
for the purposes of that trade. 'This is a 


` subjective test but the Court is not bound to 


>$ 


accept the word of the company if the facts point 
the other way, as for instance in Copeman v. 
Wm Flood & Sons Ltd (19 A.'T.C. 521). 

'The above principles apply to all companies, 
close and not close. But close companies, which of 
course are in the majority, have to surmount a 
further hurdle which is placed in their way by 
section 74 of the Finance Act, 1965. This 
section operates to restrict the deduction for 
directors’ remuneration admittedly paid wholly 
and exclusively for the purposes of the company’s 


* trade etc., or otherwise deductible on income tax 


principles. For this purpose the word ‘director’ 
has a meaning much wider than in ordinary 
parlance. The definition is contained in para- 
graph 6 (2) of Schedule 18 to the Act, and we 
reviewed it in a leading article in our issue of 
July 3rd. The restriction does not apply to 
remuneration paid to a whole-time service 
director as defined in paragraph 6 (3) and ex- 
pounded in that article. It remains to add that 
a proviso to paragraph 6 (3) somewhat narrows 
the definition of whole-time service director, and 
therefore extends the field of restrictions. 

If it is proposed to claim that D., although a 
director, is nevertheless a whole-time service 


_director, then the proviso subjects him to a 


further test. One must compute the whole 
distributable income of the company for the 
accounting period in question. This is the 
distributable income as defined in paragraph 7 
but without making any restriction under 
section 74 for directors’ remuneration. It has to 
be the distributable income ‘falling . . . to be 
apportioned for purposes of surtax’ which 
presumably includes income potentially capable 
of apportionment if an apportionment were to 


D 


be actually made, although this is perhaps 
arguable (cf. С.Г.В. v. Bates (43 А.Т.С. 179). 
Having computed this income, one must then 
see how much of it ‘could be apportioned to D. 
together with his associates (if any)’. This means 
inquiring into the identities of all the people to 
whom income could possibly be apportioned, and 
then seeing whether, on any of the tests in 
paragraph 5, they are ‘associates’ of D. Тће 
associates being ascertained one must then 
compute how much of the distributable income 
would (in the aggregate) go to D. ‘together with 
his associates’. If it comes to more than 5 per cent, 
D. is not a whole-time service director. It is argu- 
able that if nothing at all could be apportioned to 
D. himself, then the proviso can have no opera- 
tion. Bearing in mind that apportionment is to'a 
certain extent in the discretion of the Inland 
Revenue, the whole exercise is hampered by 
uncertainty. Nevertheless, it seems that the onus 
of proving that D. is a whole-time service director 
rests on the company. One wonders again why the 
СНІЕР SECRETARY TO THE TREASURY repeatedly 
said that under the new Act life would be 
simplicity itself for business men. Perhaps he 
hoped thet if he said it often enough it would 
come true. : 

Having isolated the whole-time service director 
sheep from the goats, we must now examine what 
is the maximum deductible for the goats. Broadly 
speaking, this is 15 per cent of the ‘profits’ 
subject to a floor of [4,000 per annum assuming, 
of course, that that much is in fact charged in the 
accounts. What do ‘profits’ mean in this context? 
They are profits as defined but adding back the 
‘goats’ remuneration charged, as well as invest- 
ment allowances, and also adding on such 
franked investment income as the company does 
not receive from inside its own group. 

Apart from these special adjustments for 
section 74 purposes, we discussed the meaning of 
‘profits’ in two leading articles in our issues of 
June 12th and 19, dealing with the deduction 
of ‘charges’ in arriving at profits. Seeing that 
‘profits’ ir. this sense are built up from separate 
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computations of income from different sources, on 
income tax principles, combined with compu- 
tations of capital gains, the significance of our 
opening remarks will be more apparent. Having 
got the total profits, one must “ook back into the 
constituent computations and see what directors' 
remuneration was allowed in each. That gives 
the total amount charged. But for the purposes of 
the 15 per cent, one must compare it with the net 
total profits after deducting 'charges'. Thus a 
close company which carried on a trade subject 
to a burden of annual interest will obtain a smaller 
deduction for directors’ remuneration than one 
not so burdened, notwithstanding that the 
ramifications of each trade and its profitability 
(before deducting annual interest) are the same. 
· Section 74 (6) provides expressly that in relation 
to a company having more than one source of 
‘income’ the section shall apply to restrict the 
aggregate deductions, including deductions creat- 
ing or augmenting a loss. 

As indicated, ‘franked investment income’ is 
to be brought in for the purpose of the 15 per 
cent computation provided :t comes to the 
company from companies not within its group. 
The definition of ‘franked investment income’ is 
in section 48 (x); it comprises distributions 
received after April 5th, 1966, by one company 
from another, both being resident in the United 
Kingdom. There is no definition of ‘group’ 
in.this particular context. However, section 74 (1) 
explains the matter in an indirect way. Distri- 
butions from Ст to Cz are to be treated as coming 
from within C2’s group if (but only if) dividends 
from Сү to C2 are ‘group income’, or would 


be group income if the companies so elected. 
This involves a reference to section 48 (3) where ` 


the phrase 'group income' is defined and the 
conditions for election are set out. 

It may be that the accounting period in 
question produced an untypical profit, because 
it fell into a particularly bad year. Therefore the 
proviso to section 74 (1) allows the company to 
elect to take 15 per cent of a profit figure arrived 
at by averaging the profits of the three years 
preceding the beginning of the accounting period. 
If the company began business, or became 
resident in the United Kingdom, within that 
three years, but not less than one year before 
the beginning of the accounting period, it can 
adopt the profit of that shorter period for the 
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purpose of the average. Where the period before 
the accounting period goes back beyond April 
6th, 1966, then the profit to be taken is the profit 
as computed for profits tax, plus such franked 
investment income (in the profits tax sense) 
as would not be treated as coming from within 
the company’s group, assuming it was received 
after April 5th, 1966. In arriving at the profit for 
the three years (or less), profits and losses have to 
be aggregated and apportioned as necessary, and 
any apportionment is to be on a time basis 
(section 89 (6)). The proviso is of no benefit where 
a company is building up its profits; there is no 
provision for averaging forward. 

Bearing in mind that remuneration would not 


in any event be allowable if it were not paid - 


wholly and exclusively for the purposes of the 
trade etc., the section recognizes that even 
directors of close companies are entitled to a 
reasonable wage if they work full time, even if 
their total aggregate remuneration does exceed 
15 per cent of the profit, or the average profit. 
For this reason, section 74 (2) (3) provides for a 
raising of the 15 per cent limit by reference to 
certain arbitrary figures related to a twelve-month 


accounting period. Where the period is shorter : 


the amounts are proportionately cut down. 
Section 74 (3) says it applies to 'directors who 
are required to devote substantially the whole of 
their time to the service of the company in a 
managerial or technical capacity' (we will call 
them 'full-time directors". It goes on quite 
unnecessarily to add that it does not apply to 
whole-time service directors; their remuneration 
is not in any case restricted. If there are at least 
two full-time directors, section 74 (2) (3) provides 
for a higher maximum than 15 per cent within 
the special limits laid down. These limits consist 
of (а) an overall limit and (5) individual limits for 
individual directors. Taking (6) first, only £4,000 
is allowed for the highest paid full-time director, 


and £3,000 for each of the others. However, if 


the highest paid has less than £4,000, the shortfall 
can be made up on the others. Thus if there are 
two directors each earning £3,500, then the 
individual limit is £3,500 for each of them. In 
other words, one of them is assumed to be the 
highest paid, his shortfall is соо, and this 
£500 can be added to the maximum of £3,000 
which would otherwise apply to the other. 
(To be concluded.) 
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The entire contents of this office cost only 19/0 а week net—less than 1d. a square foot! 
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Management Accounting in an 


: Advertising Agency 


by CECIL WILLIAMS, A.C.W.A., and СКАНАЕ HART 


Agency Finance 

“Modern advertising agencies . . . are independent bus- 
ness organizations specializing in the problem ~ 
communication between sellers and buyers.’ 

‘The existence of skilled people in the agencies — гз 
they copywriters, artists, research workers or marketirg 
` analysts—is the first reason why advertisers emples 
agencies instead of doing the work themselves.’ 

HESE two quotations from The Moders 
У. Advertising Agency, published by tke 
^ Institute of Practitioners in Advertisinz, 
' indicate the function of the agency and the reascn 
for its separate identity. The traditional image af 
an agency financed by a commission from med. а 
owners has developed into a concept of partne~ 
ship between agency and advertiser. The bass 
of remuneration, essentially unchanged, is nov 
perhaps more properly seen as a fee paid by = 
advertiser for professional services. The funda- 
mental business relationship between client (ts 
advertiser) and agency is that the client approp- 
riates money to be spent on his behalf and tke 
agency advises how this money should te 
«applied; it buys and pays for media врасе/ј = 
\to the client's agreed requirements, and creates 
advertising ideas for him; it also provides tke 
advertising material, and 'sometimes additional 
associated marketing and research services, 
either from its own internal resources or kv 
purchases from external production and service 
units. 

Setting aside from agency turnover the соз:з 
of media space/time and of external productica 
which are passed on direct to the client, agency 
income is thus the commission or service fce 
(generally 15 per cent) on media space/time, ага 
agreed recoveries for work done within tre 
agency together with buying/handling charges 
(again generally 15 per cent) on work purchased 
outside. The whole question of agency remunerz- 

. tion із not, however, as straightforward and clez- 
cut as the foregoing may suggest because there із, 
in the first place, a degree of flexibility about whzt 
internal work should be provided ‘free’ (i. 
covered by the commission or service fee) and 
what may be charged separately; and, in tke 
second place, there is a growing trend towards tke 
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negotiation of special fees where the commission 
or service fee, as a percentage of media cost, is 
either regarded as inadequate, or is, in fact 
(e.g. where a new product is being developed), 
non-existent. The financial arrangements between 
an individual client and the agency are therefore 
open to an appreciable degree of negotiation and 
are made up of a complex of commission or 
service fee, supplementary fees, and recoveries 
for production and services. 

From this income the agency must meet all its 
costs and craw such profit as it requires. Its costs 
are largely people and where they work – many of 
the people being highly talented, and therefore 
expensive, professionals (particularly on the 
creative side) and their offices being somewhat 
expensively situated, and perhaps rather ela- 
borately (but not necessarily expensively!) de- 
corated. This is not extravagance but a recogni- 
tion of the fact that a successful agency attracts 
and holds the top creative talent — and there is not 
so much of this about. At any rate, it is a fact of 
agency life that the payroll represents about two- 
thirds of total agency costs, and the payroll and 
accommodation together, about four-fifths. The 
balance is made up of travelling and entertaining 
(despite pcpular misconceptions not a significant 
element of total cost) and the normal general 
expenses of running a business. 


. Commercial Appraisal 


Appraisal of a business involves the assembly, 
interpretation, and dissemination of facts and 
figures. An advertising agency has a ready source 
of facts in the progress or traffic function, whose 
essential role is to know what is going on in the 
agency, so that it logically finds a place alongside 
the accounting (costing) function, under the 
commercial umbrella. The assembly and dis- 
semination of facts and figures are largely a 
mechanical process, so that the key commercial 
function is the interpretation of them and their 
relevance for management. The basis of agency 
remuneration already discussed, with its broad 
classification of income into two parts, gives a 
lead into the way in which the overall agency 
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operation may be presented to facilitate the essen- 
tial management process of decision-making, and 
Chart I 'Organization for Decision-Making' 
looks at agency services from an operational - i 
rather than a financial standpoint. А 
Advertising service із the professional service 
which the agency provides in return for the com- 
mission or fees (including special and supplemen- 
tary fees), being essentially what the agency is in 
business for and the source of its livelihood. It 
embraces, on the one hand, а media buying service, 
where effort is-applied to and control exercised 
over individual media; and, on the other hand, a 
contact and creative service, where effort is applied 
to and control exercised over individual ‘accounts’ · 
(i.e. clients) or brands. It is important to recognize 
that this distinction is an operational one only 
and that income is not separately identifiable 
with each function. , 
Production service is used here in a very broad! 
sense to cover all that the agency does in return 
for the balance of the income, described earlier 
as recoveries and buying/handling charges. Effort 
is applied to and control exercised over individual 
jobs or assignments, but a major distinguishing 
feature as compared with the advertising service 
is that generally the agency has the alternative 
of setting up internal departments or of employing 
professional buyers purchasing production or 
services for the client; and, in fact, in some fields 
(e.g. print buying) larger clients may choose to 
use their own buying resources rather than those 
offered by the agency. The separation between т 
‘production service’, when provided internally, 
and ‘contact and creative service’ is not always 
straightforward, because there is not a clear 
distinction between where creative work finishes 
and production work starts. Essentially the 
criterion is whether the work is covered by the 
commission or fees or is separately charged for. 
Administration is clearly an advisory or sup- 
porting function common to the three operational 
services. It does, however, constitute a fourth 
distinct element of the agency, which has to be 
paid for. How all four fit into the overall picture 
from the point of view of commercial appraisal 
and control is shown in Chart П, ‘Basis of 
Financial Control’, which introduces the concept 
of contribution. If the agency is to make a profit: 
the administration costs must be more than -4 
covered by the total contributions from the - 
advertising and production services, so that the 
budgeting of contributions is the basis of control. 
The approach depicted here does require the 
separation of contributions, and therefore the 
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split of income, between ‘media buying service’ 
and ‘contact and creative service’. One solution 
is to split the commission or service fee propor- 
tionally to effort, and analysis of current payroll 
statistics suggests that contact and creative effort, 
in terms of cost, is between six and seven times 
as great as media buying effort. Chart II also 
shows production service treated as an internal 
charge to the contact and creative service, by 
which it is then charged to clients. This recognizes 
two factors — first, that all charges to the client 
should be vetted by the account executive 
(i.e. the individual responsible for the particular 
client's affairs); and secondly, and more funda- 
mentally, that it is frequently a matter for judge- 
ment by the account executive whether work done 
in an internal department is covered by the 
commission or fees, or is to be separately charged 
for. 

Accepting that contributions need not neces- 
sarily be positive (a negative contribution is an 
investment by the agency) they should also be 
expressed by media (in the case of media buying 
service) and by accounts or brands (in the case of 
contact and creative service). There is not the 
same value to be derived by expressing contribu- 
tions by job or assignment (in the case of produc- 
tion service), as cost is not necessarily the only 
factor taken into account in determining the 
ultimate charge for a specific job, so that in this 
field the control of contributions should be at 
department level only. 


Management Control 


The exercise of control by management over the 
affairs of the business depends upon clear defini- 
tions of the operating policies of the business, 
together with an understanding of what these 
mean in terms of individual management res- 
ponsibilities. Advertising agency income accrues 
essentially from the application of terms (com- 
mission or service fee) which are standard 
throughout the trade, so that agencies are com- 
peting with each other by quality of service rather 
than by price. The management aim, therefore, 
becomes the provision of the best possible 
service at a cost which is covered by the income. 
'The extent to which it is covered by the income 
calls in the other aspect of policy which is the 
profit required. Regarding the provision of this 
profit as a cost to the business, the objective 
simply becomes one of ensuring that total cost 
(including profit) does not exceed income from 
all sources. 

It would be wrong to assume, however, that the 
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agency, in advising the client, may direct his 
spending into areas where the gap between 
income and costs is most in the agency's favour. 
Modern techniques enable its contribution to the 
success or failure of an advertising campaign to 
be closely assessed, so that the agency can expect 
to lose the business if the advertiser considers 
the agency to be responsible for an unsuccessful 
campaign. Conversely, the advertiser can be 
expected to increase his investment in a successful 
campaign, so that the agercy benefits financially 
from providing good advertising. Nevertheless, 


the client's spending may be varied at very short 


notice as a result of marketing considerations over 
which the agency has little influence, and a basic 
agency problem is that costs — which are essenti- 
ally people — are not as fexible, because good 
professional specialists cannot be taken on at a 
moment's notice, nor can staff numbers always 
be cut as rapidly as appropriations sometimes fall. 


Profitability Indicators 


Management can thus get a broad overall idea 
how the business is faring by watching for, and 
being alerted to, fluctuations in clients’ approp- 
riations and thus in advertising service income, 
on the one hand, and, on the other hand, varia- 


tions in payroll costs as compared with the 


original estimates, preferably broken down by 
main functions. Accommodation costs, whilst of 
less significance than payroll, also need watching, 
and although it is prudent to keep an eye on 
expenditure by individual executives on travelling 
and particularly on entertaining, this is not so 
much because of any possible effect it might have 
in total on the agency's financial situation, but 
more because of the insight it gives management 
into the attitude and sense of responsibility of the 
executive concerned. 


Management, however, needs more than a. 


general oversight of advertising service income, 
payroll and travelling and entertaining expenses. 
Production service should at least be self- 
liquidating, and management requires reassurance 
of this; thereafter, the main concern is with the 
profitability of the advertising service, broken 
down by media and by accounts or brands. This 
does not postulate the 'determination' of an 
absolute profit (loss) for each separate element, 
but requires some sort of indicator that a proper 
relationship, consistent with profitability, is 
being maintained on each between income and 
cost. Control ratios, expressing cost as a percent- 
age of the related income or turnover, provide 
such indicators, and a suitable ratio, for instance, 
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for the media buying service, which can be 
applied to individual media, is the cost of the 
service as a percentage of media space/time costs. 
It is implicit in the concept of control ratios i 
that management.must know, in each area of 7 
control, what the standard ratio is that should 
enable the agency to achieve an overall profit, 
80 that a proper view can be taken of the extent 
to which any ratio varies from the standard. In 
the contact and creative service, because of the 
highly individual nature of .each account 
variations are considerable and expected so that 
this is the most fruitful field for the exercise of 
management control. 

One point of considerable moment in all this, . - 
however, and one of which management must 
not lose sight, is that in costing the services the 
management accountant is putting a cost on time, 
and not on quality. In a business of this nature; 
there are no synthetic standards of quality, and / 
the only test of quality is the degree of satisfaction 
of the client. While it is an obvious aim of 
management to ensure that clients are fully 
satisfied, it is also important that accounts 
should not be over-serviced and, given a satis- 
factory control ratio on the account, this becomes 
a matter of management judgement. Nevertheless, 

a vital field of study for the future is the measure- 
ment of productivity and the provision of 
productivity ratios; but, just taking the contact 
and creative service, this presupposes the ability 
to measure the effort required by an individual 
*account', and nothing better has been found yet - 
than regarding the appropriation as an indication 
of effort – but this can be most misleading. А · 
favourite agency statistic in the past has been 
‘turnover per head of staff’, but its reputation as a 
measure of agency efficiency has now become 
pretty tarnished. Nevertheless, if agencies are to 
improve their management control it behoves 
them to continue to look for a realistic expression 
of the effort called for by an individual account. 


‘Fixed Fee’ Approach 
Finally, the question of agency remuneration 
merits some consideration, particularly in the 
light of some well-documented examples of the 
‘fixed fee’ approach, mainly in the United States — 
though as yet, there, only a small amount of . 
agency business is involved. The basis is forf 
client and agency to agree together on the service 
required for a specific account for a specific 
period, and fix in advance a fee for this which 
should yield the agency — provided it is reasonably 
efficient — a fair profit for providing that service. 
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Attractive though it may appear at first sight, 
from the point of view of management control, 
it is, in fact, fraught with traps for the unwary, 
not the least of which is the limitation on the 
extent to which the accountant can apply a redi- 
able and objective cost to the effort (even given 
that management can define it) - and this is a 
very different matter from spreading a given tozal 
cost over a given range of activities, which anyone 
who is prepared to. be arbitrary enough can со, 
without much trouble! The problem of defining 
and costing the effort, particularly of top-line 
creative specialists, if brought out into the ficld 
of direct agency/client negotiation, may well 
disturb an otherwise good working relationship, 
and this in itself can be sufficient justification for 
maintaining the present basic arrangements for 


_ agency remuneration. The other possible problem 


of the negotiated fee is that the emphasis may De 
switched from quality to price, with ultimately 
an adverse effect on quality. 

Advertising men — and their accountants — may 
not recognize the agency about which we have 
written; they may contend that it does not and 
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could not exist in the form we have depicted; 
they may well even ask whether we have ever 
been inside an advertising agency If so, then one 
objective is demonstrably achieved, because tbe 
management accountant should get management 
to take a fresh, long, hard look at their business, 
whatever it may be, and this can well mean pre- 
senting it in a way which management may at first 
find hard to recognize, due perhaps to particular 
emphasis on aspects of the business hitherto 
taken for granted or regarded as of small sig- 
nificance. Established customs and traditional 
practices may be called to question, and either 
justified or put to the wall, in the interests of 
improved management control. In the advertising 
business, however, this task should be that much 
easier, because the essence of the business is the 
creation of new ideas and a consequent tendency — 
by no means unhealthy — not to conform, so that 
there should be a ready acceptance of creative 
thought on the part of the management account- 
ant. Be that as it may, there is ample scope for it, 
and he should seize the opportunity to the full 
to exercise it. 


The Treatment of Taxation in Company 
Accounts after the Finance Act, 1965 


The Finance Act, 1965, introduces fandamental changes in the taxation of company 
profits and income including capital gains. Some of the main accounting problems 
likely to arise are dealt with in the fcllowing notes which are being issued by the 
Council of Тће Institute of Chartered Accountants in England and Wales for the 
assistance of members as an interim supplement to Recommendation 19 (Treatment 
of income tax in accounts of companies). The notes have been pre d before prac- 
tical experience has been gained in the operation of the Act, and do not purport to 
deal ex: tively with every aspect. le they relate primarily to the accounts of 
individual Dd companies, the suggestions also apply in general to group 
accounts, although special factors affecting the latter are not discussed. The accounts 
of investment companies are excluded from consideration. The Council hopes the 
notes will prove helpful as an interir1 guide and as a basis and stimulus for the 
development of best practice. 


References throughout are to the Finance Act, 1965, unless otherwise stated. 


Introduction: Relevant Provisions of the 
Finance Act, x965 

HE provisions of the Finance Act, 1965, which 
are fundamental to a consideration of its accour.t- 
ing implications are summarized below. 

(i) Corporation tax 
Most companies become liable to corporation 
tax on profits arising after the end of the period 
which formed the basis of the income tax assess- 
ment for 1965-66 and on chargeable capital 
gains arising on or after April 7th, 1965. 
Broadly, a trading loss may be set off agairst 
6 any profits of the same accounting period, 
5) any profits of the previous accounting period, 


ог (с) future income of the same trade: the 
term ‘profits’ in (a) and (5) includes chargeable 
capital gains. 
(ii) Income tax 
А basic principle of the new legislation is that a 
company ceases to be assessable to income tax on 
its profits. It must, however, account to the 
Inland Revenue for income tax in respect of 
dividends paid, other distributions, and annual 
payments for each year of assessment. The posi- 
tion with regard to income received which has 
borne income tax by deduction at source is 
Жоош in sub-paragraphs (vi) and (vii) 
elow. : 
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(iii) The basis of assessment 
Assesaments to corporation tax are made for 
accounting periods. 'l'he rate of corporation tax 
will be fixed retrospectively for each 'financial 
year’ ending March 31st, as defined by the Act. 
An accounting period may therefore fall into 
two such financial years. 

(iv) Capital gains 
Corporation tax is payable on chargeable capital 
gains, though if such а gain arises on business 
assets which are replaced, payment of the tax 
may be deferred until there is a final realization 
without replacement giving rise to a chargeable 
gain. 

(v) Capital losses 
Allowable capital losses arising in an accounting 
period must be set off against chargeable capital 
gains arising in the same period. Any loss not 80 
relieved is available for set off against chargeable 
gains arising in a future accounting period. 

(vi) Franked investment income 
Distributions received from a company resident 
in the United Kingdom are not liable to cor- 
poration tax in the hands of the receiving com- 
pany but are liable to income tax except where a 
group election is made. Such distributions are 
termed 'franked investment income' and the 
income tax borne thereon is repayable only in the 
circumstances defined by section 62 of the 
Act. It is however available for set off against the 
income tax deducted from distributions made 
in the same year of assessment. If there is a 
surplus of franked investment income over 
distributions, it may be carried forward and the 
income tax thereon set off against that deducted 
from: distributions made in subsequent years of 
assessment, income tax on the earliest surplus 
being used first. In the case of a close company, 
any unused income tex on surplus franked in- 
vestment income may be set off against income 
tax payable on a shortfall of distributions. 

(vii) Unfranked income 
Any other income which has borne income tax 
at source (here referred to as 'unfranked income") 
is assessable to corporation tax. The income tax 
thereon is first set off against that deducted from 
annual charges paid in the same year of assess- 
ment. The income tax on any excess of unfranked 
income over annual charges is next set off 
against the corporation tax liability for the 
accounting period in which the unfranked 
income was received, any final excess being 
repayable. Unfranked income is not assessed to 
Corporation tax until it is actually received. 
(viii) Charges on income 
harges on income are allowed as deductions 

from profits assessable to corporation tax only 
when they are actually paid. 


For a fuller treatment of the new legislation, reference 
may be made to the Institute's publications The 
Corporation Tax and The Taxation of Capital Gains. 


2. Тће Finance Act, 1965, also contains a number of 
provisions dealing with the period of transition between 
the old and new systems of taxation. These provisions 
give rise to a number of accounting problems, which 
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ars considered in paragraphs 41—52 below. An appre- 
ciation of the general accounting implications of the 
new legislation once it has become fully operative will 
help to clarify some of the issues which arise in the 
transitional period, and the paragraphs which follow 
deal first with the broad principles apart from transi- 
tional matters. 


| Statutory Disclosure Requirements 


3. The wording of the provisions of the Eighth 
Schedule of the Companies Act, 1948, regarding the 
disclosure of taxation in company accounts has been 
readered out of date by the introduction of corporation 
tax in place of income tax as the basic impost on 
company profits, though, in the circumstances set out 
in. paragraphs 1 (vi) and 10 of these notes, a charge 
fo- income tax may fall upon the company. Until new 
company legislation is passed to deal with the changed 
ci-cumstances, the overriding requirement that ac- 
counts shall present а true and fair view calls for a 
suitable adaptation of the existing statutory provisions 
to the new taxation system. 


Suggestion 


4. The charges for corporation tax, overseas taxation 
ard income tax (if any) borne by the company should 
be separately disclosed, together with an indication of 
the basis on which the charges have been calculated. 


Treatment of Dividends after 1965-66 


5. One of the most important effects of the new 
lezislation ia that after 1965-66 a company will (except 
waere а group election has been made in respect of 
dividends payable to another member of the same group 
or consortium of companies) bear the gross cost of a 
dwidend (or other distribution), paying the net 
amount to its shareholders and accounting to the 
Irland Revenue for the income tax, either by payment 
or by set off against income tax borne on franked 
inwestment income. Income tax falls due on distribu- 
tiens within a fixed period after they are made, not 
wien they are proposed, so that strictly speaking 
there is no income tax liability on proposed dividends 
at the balance sheet date. The position may moreover 
be affected by provisions to be enacted regarding the 
rate of tax to be withheld from dividends payable to 
non-resident shareholders: this is not yet clear. In the 
light of these considerations it seems preferable to show 
drvidends proposed at their gross amount in the balance 
steet, notwithstanding the requirement of paragraph 
8 (1) (е) of the Eighth Schedule of the Companies Act, 
1648, that proposed dividends shall be shown net of 
ircome tax. 


PIRE E 
6. (a) Dividends paid and payable should be shown 
gross in the profit and loss account; the net arnounts 
and the income tax appropriate thereto may be shown 
irset. 

(b) The amount of franked investment income, if 
aterial, should be disclosed, distinguishing between 
that relating to trade and to other investments. 

(c) Proposed dividends should be shown in the 
balance sheet at their gross amount. 
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Ever since automatlon began, 


companles have been trying to Invent 
the perfect automatic writing machine. 


One that the buyer couldn'! make obsolete. 


Not even when he changed his needs, 


his forms, or his mind about how to use it. 
Nobody's come up with it. 
. Till now. 


Till Friden perfected the new 
2201 FLEXOWRITER* automatic writing machine 


PROGRAMATIC* model. 


Turn the page for the world’s first look 
at unlimited programming flexibility. 





*A TRADEMARK OF FRIDEN, INC. 
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The completely new | 

2201 FLEXOWRITER* . 
automatic writing machine 
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The new 2201 FLEXOWRITER automatic writing machine by Friden, show? with Its new аихШагу high-speed Input tape reader. 


Now a single source document preparation macaine 

will do many paperwork jobs. The 2201 has a removable 

programme panel. To change a programme, plug in a new 

programme panel. No other automatic writing machine offers 

you such proof against obsolescence, or such practicality 

for automating your office paperwork. We offer sales end 

service throughout the U.K. Cal! your nearest Friden office | 
or writé to Friden Limited, 101 Blackfriars Road, London, 5.ЕЛ. =$ 
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The Profit and Loss Account 

Corporation tax 

7. The charge for corporation tax in the accounts 
should be based on the profits of the accounting period. 
If material items are allocated to, or apportioned over, 
accounting periods оп different bases for financial and 
for tax purposes by reason of such matters as capital 
allowances, or accrued charges in the financial accounts 
not allowed for tax until actually paid, the difference 
may be dealt with through a corporation tax equaliza- 
tion account following the same principles as have teen 
applied hitherto in connection with income tax. (See 
paragraphs 34—35 below.) 


8. Тће fact that the rate of corporation tax is £xed 
retrospectively for each financial year ending March 
318t, means that when accounts are prepared the final 
rate may not be known for the whole or part of the 
accounting period. (As regards the initial rate of 
corporation tax, see paragraph 40 below and apper.dix 
H.) 

Suggestions 


9. (a) Corporation tax should be based on the profits 
of the accounting period and described as such. 


(b) If the final rate of corporation tax is not known 
for the whole or part of an accounting period, the latest 
known rate should be used and the rate disclosed. 


Income tax 


то. The general rule is that after 1965-66 the inccme 
of a company shall cease to be chargeable to income tax 
in so far as it falls within the definition of chargecble 
profits of the company for purposes of corporation 
tax. The effect of the suggestions in paragraphs 4 and 6 
above is that, provided a company has no surplus of 
franked investment income over distributions, or is not 
a close company chargeable to income tax on a dis- 
tribution which falls short of the ‘required standerd’ 
(a ‘shortfall’), income tax will not be shown in the 
profit and loss account except by way of inset if so 
wished. Where, however, as in the circumstances noted 
above, income tax is actually borne by the company as 
distinct from merely being charged on it and borne 
(or, as the case may be, reclaimed) by the shareholcers 
individually, there should be appropriate disclosure. 


Suggestion 


тї. Income tax borne by reason of a surplus of franked 
investment income over distributions or (in the case of 
close companies) a ‘shortfall’ in distributions, should be 
written off and, if material, shown separately. 


Presentation of corporation tax and income tax in profit 
and loss account 


12. There are various ways of presenting corporat.on 
and income tax charges in the profit and loss account. 
Where there is no income tax charge in the accounts 
and the suggestions in paragraphs 4 and 6 above are 
adopted, the accounts will show the trading surplus, 
the corporation and overseas tax thereon, the profit 
after taxation and the gross dividends paid and pro- 
vided. (See example r, appendix I.) 


13. Where there is a net charge to income tax in the 
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accounts by reason of a surplus of franked investment 
income or (in the case of close companies) a ‘shortfall’ 
in distributions, suitable methods of implementing the 
suggestion in paragraph 1r: above are either (a) 10 
group the net charge to income tax in the accounts 
with gross dividends paid ага proposed or (b) to group 
the net charge to income tax in the accounts with other 
taxation (corporation tax and overseas tax). (See 
examples 2 and 3, appendix I.) | 


Suggections 


14. Where there is a net caarge to income tax on a 
company it should be dealt with in one of the following 
ways: 

(a) In the profit and loss account a balance is shown 

g corporetion tax and any, overseas 

tax but before charging income tax (on dis- 

tributed franked investment income or a 'shórt- 

fall’). Income tax is then charged in the sanie 

section as the dividend on the ground that it is 

dependent on the ameunt thereof. The balance 

. after corporation tax and overseas tax represents 

the maximum distributable profit, but it would 

not be appropriate to describe it as ‘profit after 

taxation’ since the whole of the franked invest- 

ment income is not distributed. (See example 2, 
appendix I.) 


(6) The net charge to inceme tax (on undistributed 
investment ircome or a ‘shortfall’) is 
shown as an element о> the total taxation charge. 
The resulting balance on the profit and loss 
account can be described as ‘profit after taxation’. 
This balance, however, cannot be determined 
before the distributions are settled. (See example 

3, appendix I.) 


15. The effect of writing cff the income tax suffered 
by a company whose franked investment income 
exceeds its distributions is tc create a potential income 
tax credit, the realization of which is dependent upon 
the subsequent course of distributions. Similarly, 
income tax on a close company’s shortfall may be 
applied against income tax on distributions in excess 
of standard in future years. 


Suggestions 
16. (a) If the potential tax credit on a shortfall is 
material, it should be refer-ed to by way of a note 
which should make it clear that the credit is available 
only in the event of future d stributions. 


(b) 1f income tax chargeable on distributions in any 
year is reduced by a credit for a net charge to income 
tax brought forward from p-evious years the amount 
of the relief so obtained shovld be disclosed. 


Overseas taxatton 


17. Credit for overseas taxation has hitherto been 
allowed against both the United Kingdom income tax 
and profits tax chargeable on the overseas income 
doubly taxed. With the replacement of income tax and 
profits tax by corporation tax, a credit for overseas 
taxation is allowed against corporation tax only. (See 
also parag-aph 49 below.) 
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Suggestion 


18. If the amount of overseas taxation is material, the 
profit and loss account should disclose: 


(a) the amount of corporation tax before double tax 
relief; 
(b) the amount of unrelieved overseas tax. 


Trading losses 

19. Тће method selected for the relief of a trading loss 
may affect the corporation tax charge for the year in 
which the loss is incurred and also for subsequent 
years. 


Suggestions 


20. (а) If losses are set against other income of the same 
accounting period corporation tax should be provided 
on the net income. 


(b) If losses are set against the profits of the preceding 
accounting period the corporation tax recoverable 
should, if material, be disclosed separately. 


(c) If losses are available to be set off against the 
profits of succeeding accounting periods the existence 
of the losses and their amount, if ascertainable and 
material, should be indicated by way of a note which 
should make clear that any tax relief is dependent 
upon there being future profits of sufficient amount. 


(d) If the corporation tax payable for a particular 
accounting period has been eliminated or materially 
reduced by losses brought forward, the amount of 
the relief should be indicated. 


The Balance Sheet 
Corporation tax 
ar. Corporation tax on the profits of each accounting 
period is a liability at the balance sheet date; it is not a 
reserve or an amount set aside. It should therefore be 
classified as a creditor or, if its amount cannot be 
determined with substantial accuracy, as a provision. 


22. Where а company's accounting year ends 
between April and December, there may, depending 
on the due date for payment of corporation tax in each 
company's circumstances, be accrued corporation tax 
liabilities for two accounting periods, that for the later 
not falling due for payment for a period of up to 
twenty months from the date of the balance sheet. 


Suggestions 

23. (a) The liability for corporation tex on the profits 
of the period covered by the accounts should be dis- 
closed either as an item of current liabilities or as a 
separate item but not grouped with corporation tax 
equalization account (see paragraphs 34 and 35 below), 
and amounts and due dates for payment should be 
shown. Corporation tax for earlier periods not yet paid 
should normally be shown as such under current 
liabilities. 

(b) Corporation tax recoverable should be included 
in the balance sheet either as a current asset or as a 
deduction from the liability to corporation tax. 


Income tax 

24. As the income tax account is now in the nature of a 
current account with the Inland Revenue, it follows 
that any ascertained amounts due to or by the Inland 
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Revenue at the date of the balance sheet are respectively 
nornal items of creditors or debtors. 


Suggestion 
25. Income tax for which the company must account 
to the Inland Revenue, or due to the company by the 
Inland Revenue, may be included with creditors or 
deLtors as appropriate and in normal circumstances 
need not be disclosed separately. 


Realizations and Revaluations of Assets 
Capital gains and losses f 
26. Capital gains are now subject to corporation tax. 
Ths accounting treatment of the corporation tax on a 
chergeable capital gain should follow that adopted for 
the gain itself. 

Suggestions 

27. (a) 'The corporation tex on chargeable capital gains 
shculd be charged to the account to which the gain 
itself is credited. 


(b) If material trading losses are set off against | 


chergeable capital gains for corporation tax purposes 
appropriate. adjustments should be made in the 
accounts to make clear the true incidence of tax suffered 
and relieved. 


tc) Although an allowable capital loss which cannot 
be relieved in the year when it arises is available for 


set off against future chargeable capital gains, it is not - 


desirable to treat the tax which may ultimately be 
relieved as a debtor. In the year in which there is a 
chargeable gain on-which the corporation tax is reduced 
by allowable losses brought forward, it may be approp- 
riate, if the relief is material, to refer to the matter by 
wey of note. 


Ccpital gains on business assets replaced 


28. Where a capital gain arises on the disposal of 
business assets of a specified class and the whole 
proceeds are used to acquire new assets of the same 
cless, an election may be made to treat the cost of the 
assets acquired as reduced by the amount of the gain 
as an alternative to paying corporation tax thereon. In 
ths way liability may be postponed until there is a 
chargeable gain arising on a disposal of the assets 
without replacement. In the meantime the profit 
arsing on disposal may, unless steps are taken to 
prevent it, be distributed or otherwise disposed of 
w-thout regard to the potential liability to tax. In 
ccnsidering whether to recognize in the accounts the 
existence of this possible future liability regard should 
be had to all the circumstances, including how soon 
itis expected that the assets will be disposed of without 
replacement and the amount of chargeable gain 
estimated to arise on ultimate disposal. 


Suggestion 


22. If it is planned within a reasonable time to dispose 
without replacement of business assets on which there 
is а deferred capital gain and the disposal is judged 
lixely to give rise to an ultimate chargeable gain, there 
should be allocated to corporation tax equalization 
account an appropriate part of the deferred gain as an 
eztimate of the future liability. (See paragraphs 34 
aad 35 below.) 
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Revaluation of assets 

зо. A similar position to that outlined in paragrap 28 
above arises when fixed assets are stated in the accounts 
at an increased amount following a revaluation. Ca a 
subsequent disposal of those assets there may Ee a 
liability to tax, but the reserve created on revaluz-on 
may in the meantime have been applied witout 
regard to this potential liability. Again, in considecing 
whether to recognize in the accounts the existence of 
this possible future liability regard should be had t5 all 
the circumstances, including what plans, if any, taere 
are to dispose of the assets in question. 


Suggestion 

31. If it is planned within a reasonable time to dis25se 
of assets which have been stated in the accounts = an 
increased amount following a revaluation, and the 
realization i is judged likely to give rise to a chargeable 

capital gain, an appropriate part of the deferred zain 
should be allocated to corporation tax equalize3on 
account as an estimate of the future liability. See 
paragraphs 34 and 35 below.) 


Market and estimated current values 

32. Investments and other assets may be shown ir- :he 
balance sheet at market or estimated current val-es, 
or such values may be indicated by way of note. If -he 
investments or other assets were in fact to be real-zed 
at the values indicated it does not however necesszrily 
follow that the excess over original book amomats 
would constitute a chargeable capital gain, since--he 
computation of the latter will depend on a combina- on 
of factors, including the extent to which any par- of 
the gain may be treated as having accrued beore 
April 6th, 1965, and the extent to which losses ma~ be 
available for set-off. It is arguable that а compar-son 
of market or estimated current values of balance s 12et 
items with the amounts at which they are, or cre 
originally, stated in the accounts may be misleac-ng 
if no indication is given of the extent to which zny 
apparent surplus is potentially a chargeable сара] 
gain. On the other hand, if there is no present inten :on 
to dispose of the assets in question it is open to daxbt 
whether the notional amount of any potential liab-Ety 
to tax (whose quantification may in itself pre.ent 
disproportionate practical difficulties) has any -zal 
meaning. The question whether to refer to tax œn- 
tingencies in this context must be decided in the Leht 
of all the circumstances, including what plans, if спу, 
there are to realize all or part of the assets in quest-on, 
and how significant the notional tax liability is judaed 
to be. 

Suggestion 

33. If any reference is made to market or estimated 
current values of investments or other assets it max be 
appropriate to refer to the possible incidence of eor- 
poration tax if realization of the assets at the уа es 
indicated would give rise to a chargeable capital gin 
and the tax contingency is judged both material 2-4, 
having regard to the circumstances, not unduly rem>te. 


Taxation Equalization 
Corporation tax equalization 
34. As noted in paragraph 7 above, if material items 
are allocated to or apportioned over accounting periods 
on different bases for financial and for tax purposes by 
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reason of such matters as capital allowances, or accrued 
charges in the financial accounts not allowed for tax 
until actually paid, they may properly continue to be 
dealt with by means of an equalization account. Also, 
as suggested in paragraphs 28 to 31 above, on the 
replacement or revaluation of assets, an amount may 
have been set aside towards the tax liability which may 
arise on a subsequent disposal of the assets giving 
rise to a chargeable gain. 


Suggestions 


35. (a) The net amount set aside in respect of corpora- 

tion tax deferred-at the date of the balance sheet may 

be described as corporation tax equalization account 

but should not be treated as part of the shareholders’ 

equity. - 

(b) The existence of any material amount set aside 
in accordence with the suggestions in paragraphs 28—31 
above should be separately disclosed. : 


Close Companies 


Ascertainment of close company status and treatment of 
shortfalls in distributions 


36. It may not always be possible to ascertain whether 
а company is a close company, although determination 
of the question may have a material bearing on its 
tax liability. For instance, the remuneration of a close 


_company’s directors in excess of limits laid down in 


section 74 will be disallowed for corporation tax pur- 
poses, anc income tax will be payable in respect of any 
shortfall in distributions below the required standard, 
subject to adjustment for such retentions as the com- 
pany can 3how are necessary for the maintenance and 
development of its business. ТЕ there is reason to 
believe that a company is or may be a close company 
it is a matter for consideration, in the light of all the 
circumstances, whether this should be taken into ac- 
count in computing the provision for taxation. Whether 
the tax provision is adequate in the circumstances 
may be a question affecting the truth and fairness of 
the view presented by the accounts, and is primarily 
the responsibility of the directors. 


Suggestions 


37. (а) ТЕ the directors have reason to believe that а 
company 18, or was at a time relevant to the period 
covered by the accounts, а close company within the 
meaning of the Act the fact should be disclosed in a 
note to the accounts, together with an indication, as 
appropriate: 

(i) that its distributions are in the directors' opinion 

such that no shortfall arises; or 
(ii) that no provision has been made for income 
tax arising from a possible shortfall in its dis- 
tributions; or 

(iii) that provision has been made for income tax 

payable in respect of a shortfall in its distri- 
tions. 

(b) Where provision in respect of the income tax on a 
shortfall is made its treatment depends upon the 
method o? disclosure of the charge to income tax 
adopted. (See paragraphs 12—14 above and examples 2 
and 3, appendix 1.) Income tax on a shortfall in dis- 
tributions for the year under review should be included 
with any other income tax borne by the company. Any 
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income tax provided їп respect of a shortfall in an 


earlier year should be shown separately. 


Loans to participators 


38. Where after the end of the year 1965-66 a close 
company, otherwise than in ordinary course of a 
business carried on by it which includes the lending of 
money, advances money to an individual who is a 
participator in the company or an associate of a parti- 
cipator (ss defined by paragraphs 4 and 5 of the 
Eighteenth Schedule to the Ac-) it is assessable to 
income tax on the grossed up equivalent of the advance, 
the tax paid being refunded as and when the loan is 
repaid. Íncome tax on loans to participators is thus 
identical in class with the loans themselves. 


Suggestion 


39. Income tax paid or payable on loans to participators 
вћоша be grouped in the ce sheet with the loans 
to which it relates. In accordance with the Companies 
Act, 1948, if the person to whom the loan is made is a 
director or other officer, the loan should be disclosed 
separately. The amount of income tax which relates 
to it should be shown grouped with it. 


Transitional Matters 
Initial rate of corporation tax 
40. The initial rate of corporacion tax will not be 
announced until the 1966 Budget. A statement issued 
by the Council as to best practice pending the first 
announcement fixing the rate is reproduced in appendix 
II to these notes. 


The profit and loss account 


41. Before April 6th, 1965, the amount of a company’s 
profit after taxation was wholly available for payment 
of dividends without any further imposition of tax 
on the paying company. After April sth, 1966, this will 
no longer be so since the profit after corporation tax 
cannot be distributed without the company being 
accountable for income tax in respect of the distribu- 
tion. The position with regard -o dividends declared 
in 1965—66 is set out in paragraph 43 below. 

42. Accounts should be presented on the basis of the 
new legislation for the financial period in which profits 
first became liable to corporation tax. There are, how- 
ever, problems as regards the comparability of the 
previous year's figures. ''he old and new tax systems 
differ so fundamentally in principle that the charge for 
taxation and the profit after taxation under the two 
systems can never be truly comparable and in the 
Council's view there is no universally applicable solu- 
tion to the problem of how best to present comparative 
results in the transitional period. For some companies 
the preferable course may be to supplement the 
accounts with a separate statement presenting com- 


parative information on bases adjusted to link the, 


results of pre- and post-corporation tax accounting 
periods. Others may prefer to provide comparative 
information by making appropriate adjustments in the 
accounts. Despite the difficulty of presenting com- 
parable figures for taxation, distributions and reten- 
tions, it is at least possible, if the latter course is 
followed, to provide comparable figures for dividends 
immediately. 
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43. When a company’s accounting period begins 
or ends in the fiscal year 1965—66, differing considera- 
tions apply to the income tax relating to its distribu- 
tions depending upon the dates they are paid. 

(c) Distributions before April 6th, 1965. Income tax 
deducted from dividends iş retained by the 
paying company. No incomè tax is payable in 
respect of other distributions. 

(E) Distributions during 1965-66. Income tax deduc- 
ted from dividends is retained by the paying 
company except to the extent that the dividends 
exceed the 'standard' for that year. (See рага- 

graphs 45—46.) No income tax is payable in 
respect of other distributions except in the case of 
‘excess’ capital dividends. 

(9 D after April 5th, 1966. Yncome tax 
in respect of all distributions must be accounted 
for to the Revenue, except where transitional 
relief is available under section 85 for distribu- 
tions made before April 6th, 1969, out of pre- 
1966—67 profits. 

The suggestions which follow are illustrated in 
appendix III. 
Suggestions 

44. Shareholders should be given information to 
enable them at least to relate dividends in accounting 
periods first affected by the provisions of the Finance 
Act. 1965, to those in the immediately preceding 
accounting period. If relevant information is not 
provided in a statement supplementary to the accounts 
the following procedure is suggested : 

(в) the amounts shown in the immediately preceding 
year's profit and loss account for taxation and 
profit after taxation should not normally be 
adjusted for purposes of comparison with the 
corresponding items in the accounts of the 
transitional period; 

(#) in the profit and loss account for a transitional 
accounting period, the gross amount of the 
distributions paid or proposed should be pro- 
vided and shown accordingly; any income tax 
retained by the paying company because the 
dividends were declared before April 6th, 1965, 
or because it relates to dividends paid in 1965-66 
which do not exceed the ‘standard’, should either 
be shown as a deduction from gross dividends or 
disclosed as a separate item; 

(7) for purposes of comparison the net dividends 
provided in the immediately preceding year's 
profit and loss account should be restated at their 
gross amounts to correspond with their treat- 
ment in the accounts for the transitional period 
suggested above. Тће income tax thereon should 
either be shown as a separate item for comparison 
purposes in the appropristion section of the 
profit and loss account, or should be shown as a 
deduction from gross dividends (thus disclosing 
the actual net cost to the company of dividends). 
(See alternatives 1 and 2, appendix III.) 


Dividends in 1965—66 which exceed the ‘standard’ 

45. If dividends are paid in 1965—66 in excess of the 
‘stendard’ established by the Act the company must 
account to the Inland Revenue for income tax on the 
excess. However, the company may be exempted from 
this charge if it can show that a main purpose of paying 
the excess was not to reduce the company's liability 
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to account for income tax on dividends that would 
otherwise have been paid after April 6th, 1966. Тће 
Act also makes provision in certain circumstances for 
revision of the standard, and accordingly some or all of 
the income tax paid on the excess may be recovered 


. in a later period. . 


Suggestion 

46. Any income tax recovered in a later period in res- 
pect of 1965-66 dividends in excess of standard should, 
if material, be disclosed in the accounts for the account- 
ing period in which the repayment is made as an 
adjustment relating to a previous period, except to the 
extent that the recovery has been anticipated and dealt 
with in the accounts previously. 


Dividends received in the transitional period 


- 47. Where a company receives dividends from other 


United Kingdom resident companies during the 
transitional accounting periods, the treatment of the 
income tax deducted at source will depend on whether 
the dividends are received before April 6th, 1966, or 


Suggestions 


48. (a) Income tax deducted from dividends received 


from other United Kingdom resident companies 
before April 6th, 1966, should be charged 28 income tax 
under the heading "T'axation on profit of the period’. 

(6) Income tax deducted from dividends received 
from other United Kingdom resident companies 
after April 5th, 1966, will relate to franked investment 
income and the suggestions made in paragraphs 12-14 
above should be followed. 


Overspill 

49. Where the amount of overseas tax exceeds the 
amount of United Kingdom corporation tax on the 
same income, the excess overseas tax cannot be 
credited against the income tax payable by the company 
in respect of the distributions it makes. Transitional 
relief may, however, be available under section 84 by 
way of cash payments to the company out of public 
funds. This relief operates for the years 1966-67 to 
1972—73 inclusive, but will progressively diminish for 
the last four years. Апу amounts recovered by the 
company under section 84 are not identifiable as 
repayments of any particular tax. 


Suggestion 


50. Where the amount of overspill relief received under 
section 84 is material, it should be disclosed separately. 


The balance sheet 

51. The introduction of corporation tax entails no 
interruption in the series of annual tax liabilities, pay- 
able normally on January rst in each year. However, 
the item commonly described as future income tax 
now becomes a liability and cannot properly be grouped 


-with the tax equalization reserve as has sometimes 


been done in the past. 


Suggestions 
52. (a) The amount set aside for income tax 1965—66 
and payable on January xst, 1966, should be shown as 
comparable with the first liability to corporation tax 
which is payable one year later. 
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(b) Tax equalization at the end of the previous year 
should be shown as comparable with the corporation 
tax equalization account at the end of the current year 
with a suitable inset description. 

(c) Account should be taken of the effect of any 
difference between the rate of corporation tax and the 
composite rate of income tax and profits tax on the 
balance of the tax equalization account. 


APPENDIX I 


Disclosure of Taxation and Dividends in the 
Profit and Loss Account 
The following examples illustrate the suggestions made 
in paragraphs 12-14 above. It is assumed (a) that there is 
no overseas taxation, and (b) that the company is not a close 
company, so that no question of a shortfall arises. Тће 
figures used ars for purposes of illustration only. 


(a) Where there is no charge to income tax in the accounts. 





Example 1 Year ended 
December 
31st, 1967 
& 
Trading surplus ss oe 80,000 
Franked investment income 20,000 
Profit of the year before taxation 100,000 


Corporation tax G 5 per сеш) ‹ оп the profit o of 








the year 28,000 
Profit и б ы tax 72,000 
Gross dividsn 55,000 
Profit retained for the year £17,000 


(b) Where there is a charge to income tax in the accounts by 
reason of a surplus of franked investment income. 




















Example 2 £ 
Trading surplus is ЖЕ T 80,000 
Franked investment income 20,000 
Profit of the year before taxation 100,000 
Corporation tax (35 per cent) o on the profit of 

the year m 28,000 
Profit after corporation tax £ А 72,000 
Gross divicend . 10,000 
Income tax (8s 3d in the £ on ‘undistri- 

buted frenked investment income.. 4,125 

— 14,125 

Profit retained for the year £57,875 
Example 3 (Alternative to Example a) 
‘Trading surplus es А 80,000 
Franked investment income .. 20,000 
Profit of the year before taxation 100,000 
U.K. taxation 
Corporation tax (35 per cent) on the 

profit of the year .. . 28,000 
Income tax (8s 3d in the £) on undistri- 

buted franked investment income.. 4,125 

—— 323135 

-Profit taxation 67,875 
Gross dividend 10,000 
Profit retained for the year £57,875 
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APPENDIX П 
Rate of corporation tax to be assumed 
(See paragraph 8 above) 


The Council of The Institute of Chartered Accountants in 
England and Wales issued the following statement as part 
stag published proceedings of its meeting held on July 
7th, 1905 


Rate of corporation tax to be assumed for the purpose of com- 
pany accounts and interim or similar statements. 


т. Companies are now reporting, in annual accounts and 
interim or similar statements, profits which will be subject 
to corporation tax under the terms of the Finance (No. 2) 
Bill at present before Parliament. 

2. It has to be decided at what rate corporation tax should 
bs provided for these purposes, although the rate initially 
applicable will not be announced until the 1966 Budget. 

3. The Council considers that it would, in the circum- 
stances, be inappropriate for it to make a recommendation 


to members in regard to the rate at which companies should 
provide for corporation tax; but the Council draws atten- 
tion to the fact that in his Budget statement on April 6th, 
1965, the Chancellor of the Exchequer said that a corpora- 
tion tax rate of 55 per cent would bring in revenue equivalent 
to the combined yield of income tax at 8s 3d in the £ on 
undistributed profits and profits tax at 15 per cent on total 
profits; and that as he saw it there was every likelihood 
that the rate would not exceed 40 per cent. In the Council's 
view therefore it is reasonable at the present time to provide 
for corporation tax in company accounts end interim or 
similar statements et a rate within the range of 35 per cent 
to 40 per cent. 

4. Whatever rate is assumed, the Council recommends as 
best practice that the rate should be disclosed in the accounts 
or statements, or by way of note thereto. 





APPENDIX III 
PROFIT AND LOSS ACCOUNTS 


Comparative figures during the transitional periods (see paragraphs 41 to 44 above) 




































































Years Ended 
December 31st, December December 
1964 3Ist, 1965 3151, 1966 
Original Revis 
£ £ £ £ 
Trading surplus 100,000 100,000 100,000 100,000 
United Kingdom taxation on the p-ofit of tha year: 
Corporation н tax (3 5 per cent) ss — — (35,000) (35,000) 
Income tax . (41,250) oo — — 
Profits tax (15,000) (15,000 — = 
(£56,250) (£56,250) (£35,000) (£35,000) 
Profit after taxation А 43,750 43,750 65,000 65,000 
Alternative (1) 
Gross dividends (payable November and May): | 
1964-65 .. - (net 7,350) een — — у 
1965—66 .. (net 17,625) 30,000) used — 
196 ad — — 30,000) (12,000) 
1967-6 — — — (30,000) 
Income tax deducted from dividends and retained — (a) 17,025 (b) 4,950 == 
Profit retained for the year £18,775 £18,775 £27,950 £23,000 
Alternative (2) 
Profit after taxation (as above) 43,750 43,750 65,000 65, 
Gross dividends (payable November and May): 
1964—65 .. .. (net 085) gd — — 
1965-66 .. .. (net 17,625 30,000 racon — 
1966-67 .. s ХЕ Ж . — — 30,000) isi 
1967-68 .. x in SA — — — 30,000, 
| PR | (42,000) __ (42,000) 
Less income tax deducted from dividends and retained — (a) 17,025 (b) 4,950 
Net cost of dividends — .. wwe (24,975) (24,975) (37,050) (42,000) 
Profit retained for the year e £18,775 £18,775 £27,950 £23,000 


Notes: 
(a) £17,025 represents the sum of: 


+ 


(i) £4,650 income tax deducted at 7s 9d in the £ from the dividend of £12,000 paid in 1964-65; and 
Gi) £12,375 income tax deducted at 8s 3d in the £ from the cividend of £30,000 paid in 1965-66. 


(b) £4,950 represents income tax ded:icted at 8s 3d in the £ from the dividend of £12,000 paid in 1965-66. This assumes 
that the company’s standard, under section 83, Finance Act, 1965, is £42,000 or more, If the standard were £30,000, 
(b) would be nil. If the standard were less than £30,000, (b) would be an exceptional charge for income tax in respect of a 
prior year (i.e. reversing special item (a)). 
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+ Weekly Notes 


THE QUEEN'S SPEECH 


HE Queen's Speech on Tuesday was primarizy 
concerned with welfare matters. Emphasis w-s 
placed on a large housing drive and a new system 2f 
Exchequer subsidies for local authority council hou e 
building is proposed. Another Bill will be introduced 
to license private construction schemes. Emphasis n 
. the Speech was also put on reforming the rating systen 
` which means in effect transferring part of the burden 
of expenditure from the local to hae national taxpaye-. 
Rate rébates are contemplated for people with low 
incomes and а Land Commission to acquire lard 
Y for large-scale building and recovery of developmeat 
value is to be established. Nothing is said at св 
stage about plans for lowering interest for mortgag-s 
taken out by owner-occupiers. 

The present power of restraint on prices ard 
incomes is to be strengthened by a new Bill estab- 
lishing an early warning system for proposed wage 
and price increases and emphasis is placed cn 
voluntary co-operation. There was a general referen се 
to better incentives for investment by companies ard 
a Companies Disclosure Bill will be concerned wich 
ensuring that company accounts contain full-r 
information, including contributions to politici 
parties. 

There are also to be a string of measurzs 

` on supplementary insurance benefits, higher pensions 

for public servants, doctors in the health servic, 

and family Courts for young offenders. A Bill will al-o 

be introduced on immigration. А notable omissicn 

from the list is the nationalization of the steel 
industry. 


LEGISLATION FOR OMBUDSMAN 


N the Queen's Speech provision has been male 
or implementing by legislation the proposals for 
The Parli Commissioner for Administraticn, 
Стад 27671. This recent White Paper set oat 
in general terms the Government's intentions for 
a Parliamentary Commissioner on the lines of tae 
Ombudsman established in other countries to hear 
complaints by citizens against official administratian. 
The proposals in the White Paper were fairy 
general. Great importance was laid on preservicg 
> the position of the Member of Parliament as tie 
proper channel for complaints from the рпуже 
citizen. The Commissioner would be an independeat 
officer with powers conferred by statute and ле 
would be secured from dismissal except by Parliamea- 
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tary motion, but he would be only able to act at the 
instance of an М.Р, and the latter would decide 
whether the complaint was one appropriate for а 
Commissioner to deal with. The White Paper gi 

а long list of the proposed list of departments su ject 
to investigation, but there are a significant number of 
exclusions. 

These exclusions would apply ‘where there аге 
dominant considerations of national or public 
interest’ and this phrase should come up for careful 
consideration when legislation is presented. The 
Commissioner will be concerned with faults in 
administration and if he finds anything wrong he 
will tell the M.P. who has approached him. If he 
finds there is justifiable cause for complaint and the 
Government department concerned responds to his 
invitation to put it right he will also inform the M.P. 
If the department does not act to the Commissioner’s 
satisfaction it will be open to him to report his 
conclusions to Parliament which will make its own 
arrangements for taking the matter further if it deems 
this necessery. It is suggested that a Select Com- 
mittee would take the Commissioner’s reports in the 
first instance. Altogether, the provisions in the White 
Paper are a success for the traditionalists. It remains 
to be seen, however, if this is entirely so when 
legislation is passed. 


NO POSTPONEMENT FOR MR BLOOM 
On an application by the liquidator of Rolls 

Razor Ltd, Mr Justice Buckley, on November 
3rd, ordered Mr John Bloom to attend for examina- 
tion and produce documents relating to certain 
transactions entered into by the company before it 
went into voluntary liquidation last year. In July 
1964, the company voted a final dividend of 120 per 
cent, involving a net total payment of £202,719. 
Quistclose Investments, in which Mr Bloom was a 
predominant shareholder, paid that sum to the 
company by cheque which was put into a special 
deposit account. Quistelose 1 is now claiming that it 
was the absolute owner of the sums. In June 1964, 
Rolls Razor entered into an agreement with Miller 
& Company under which the latter were to give 
certain advize in consideration of very large remunera- 
tion payable over five years. The first year's payment 
of £25,000 was made in advance before the 
liquidation. 

'The liquidator sought to examine Mr Bloom on 
these matters. Mr Bloom's counsel resisted the 
application on the ground that the examination ought 
to be postponed at this stage. He ed it was 
reasonable to suppose that the report of the inspector 
appointed by the Board of Trade would be in the 
liquidator's hands by the end of the year and would 
give the inspector's views. It might then be found 
unnecessary to examine Mr Bloom about the matters. 
Mr Bloom could be examined as a witness in the 
action about the £209,719. 

The judge said (according to The Financial Times 
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of November 4th) it was of the utmost importance in 
a winding-up that the liquidator should have the 
full and frank assistance of those whose duty it was 
to assist him in the beneficial winding-up of the 
company's affairs. He saw no ground for delaying 
the liquidator's examination of Mr Bloom. 'T'he matter 
was referred to the Registrar to fix a new date for the 
examination. 


PRACTICE ADMINISTRATION SEMINAR 


PILOT seminar on practice administration was 

held at the offices of 'The Institute of Chartered 
Accountants in England and Wales on "Thursday of 
this week. There was an attendance of sixty members, 
comprising three or four representatives from most 
of the district societies of the Institute, and the 
seminar provided guidance in advance of the local 
meetings on practice administration which are being 
organized in many areas during the coming winter. 
'The representatives who attended will later act as 
chairmen or discussion leaders at the meetings of 
practitioners in their own districts. 

'The course was introduced by the chairman, Mr 
E. Kenneth Wright, M.A., r.C.4., who spoke on “The 
place of good administration in building an efficient 
and profitable practice’. Members were then divided 
into three separate groups, each of twenty in number, 
to discuss each of themes in turn. The 
themes were ‘Planning for growth’, with Mr G. B. 
Tons F.C.A., a8 discussion leader; "The organization 
of a firm', under the leadership of Mr Hugh T. 
Nicholson, r.c.4., and ‘Finance and the professional 
firm’, with particular attention to the subject of 
fees, professional practice insurance and provision 
for retirement, led by Mr С. R. Appleyard, F.c.a. 

Discussion was continued by the groups at two 
further sessions, one before and one after lunch, 
and at the closing session Mr Wright led a general 
discussion on matters of special interest that had 
arisen during the day. Consideration was also given 
at this session to problems likely to be met at similar 
seminars among the district societies and to decide 
on what co-operation between members of the pilot 
seminar might be desirable on a continuing basis. 


£400 MILLION WRITTEN OFF COAL 


N the White Paper The Finances of the Coal 
ndustry, Стад 28051, the Government has set 
out its proposals to cancel some £400 million of the 
National Coal Board's debt. Тће decision has been 
made in the light of the prospective contraction of 
the market for coal, following the recent downward 
trend. In the early 1950s the annual ae of coal 
was expected to rise to about 240 million tons. 
Since 1959 it has fluctuated between 202 million and 
193 million tons and a further contraction seems 
likely. In consequence, much of the N.C.B. capital 
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debt represents investment which is unremunerative 
or likely to become so. 

The total amount to be written off will be £415 
million and interest on this has ceased to be payable 
since March 27th, 1965. This £415 million will 
be carried to a reserve against which the Board will 

write off the accumulated ‘interest at March 2yth, 
1965, and the residual value of assets deemed to be 
of minor value. ‘The Coal Board has already indicated 
that it would wish to raise prices and because of 
delay in doing so, which has been the subject of 
Government pressure, the Government has agreed 
to the writing-off against the reserve of any deficit 
incurred in 1965-66 up to £25 million. The total 
write-off authorized for 1965-66 will be £260 million. 
It is intended that the greater part of the total 
provision should be used up by end-1968. 

Capital expenditure in the five and a quarter уе 
to March 1971, will be about £455 million дї 1964 
prices compared with £532 over the six years 1960- 
65. A substantial part of the Board's investment will 
be in remote control equipment for long-wall faces, Y 
for replacement of equipment and for diversification. 
This last is becoming a significant part of the 
N.C.B.'s activities and already includes solid smoke- 
less fuels, chemicals including plastics, and bricks. 
'To avoid incurring fresh capital debt on its mines the 
N.C.B. intends, once capital reconstruction is 
completed, to aim at generating funds for future 
colliery investment from its own earnings. 

'The Government proposes that the new borrowing 
limit for the Board will be £700 million, or a sum 
not exceeding £750 million as the Minister of Power 
may specify with the approval of the House of 


Commons. 


EFFICIENCY AND DISTRIBUTION 


October D.E.A4. Progress Report prepared 
by the Department of Economic Affairs has an 
article on improving efficiency in distribution. It 
points out that the distributive trades employ 11 per 
cent of the total labour force. The ‘Little Neddy’ 
appointed for these trades has set up four sub- 
committees which cover training, stocks, statistics 
and wholesaling. 

The Economic Development Council (Little 
Neddy) sees the main problem for the distributive 
trades between 1965 and 1970 as one of recruitment. 
The National Plan emphasizes the growing scarcity of 
manpower as a whole and retail sales are 
to go up by 2:8 per cent a year over that period with 
little iabour available to handle the extra sales. 

One way of increasing efficiency would be to 
improve training to increase sales per person and to 
raise the quality of service. The subcommittee con- 
cerned has already made a preliminary survey on 
training being done by trade associations, co- 
operatives, colleges and institutes. A fuller survey їз. 
being undertaken by The Retail Trades Education 
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Council. Recruitment (and there are many shrps 
already short of staff) may be dealt with by building 
up a nucleus of trained full-time workers with good 
promotion prospects and part-time recruitment 
from married women. With competition increasing 
from other trades ‘and industries, distribution may 
have to rely increasingly on part-time labour. 
Efficient use of capital by keeping stocks as lov as 
possible is also under consideration. Increasing var-ety 
of lines and the trend for non-food shops with lower 
rates of stock-turn to take an increasing share of sales 
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make for higher stocks. The E.D.C. subcommittee 
on stocks is therefore studring the likely trend of 
stock-turn figures. To restrain the increase in stocks, 
a special effort must be made to improve stock control 


. methods end a book is being prepared stressing effi- 


cient stock control to small traders. 

Other matters considered ky the E.D.C. are changes 
in the length and arrangement of the trading week, 
freedom for a retailer to choese his own early-closing 
day and the impact on wholesalers of the five-day 
trade week and shops shuttimg on different days. 





This is My Life... 
by An Industrious Accountant 
CHAPTER 302 


WE maintain formal relationships in -our 
company. Christian names are used in- 
frequently. When the time comes to read the minutes, 
our chairman always addresses me ав ‘Mr Secretzry', 


. with old-fashioned decorum. It is true that in more 


casual conversation he tends to call me ‘my bor’, a 
salutation perhaps more justified by his quarter =f a 
century of additional years than by my actual эре, 
but his intentions are excellent. I, in turn, call zim 
‘Mr Chairman’ on state occasions and ‘sir’ whea in 


` business discussions; any less formal approaca is 


reserved for a few essentially social contacts. 

The other directors show a detached urbz-ity 
at meetings, stopping just short of the ‘honourable 
and gallant member’ style favoured by the Mother of 
Parliaments. Outside, around the store, the styE of 
address of course varies widely; anything from ‘Lay, 
Johnny’, to ‘hey, you there’, being possible. 

our accounts department much the ете 
practice prevails. Except for those at one's own xvel 
in the hierarchy (and for juniors) formality prewils. 
Almost everybody addresses our punctilious cice 
manager as Mr; by contrast the fat departmental 
accountant, who is workshy by nature, is hziled 
jovially by his nickname on all sides. There B a 
moral here somewhere, if I could puzzle it out. 

As a result, my former assistant, William, g-t a 
refreshing shock when he left us to join a new 
subsidiary of a big trans-Atlantic corporation. No 
stuffed-shirts there. His boss was a genial zin- 
bronzed giant who greeted him with a crugng 
handshake. ‘Call me Walt’, he grinned, ‘and mee- the 
boys, Tex here, and Alfalfa.’ William found it: ike 
heaven to work for such friendly extroverts. ‘Their 
construction programme was well under way; ey 


had a complex cost-plus contract, with frozen over- 
heads, with the builders; they fell on their task with 
enthusiasm, Overtime meamt nothing to them; to 
congregate for an actual-versus-budget estimate 
discussion all throughout £ hot Sunday afternoon. 
was commonplace. His expextise and skill with figures 
were welcomed with warm acclaim; his project 
completion bonus was substantial; he was mounting 
the ladder fast. Walt slapped .him on the shoulder: 
«Негев to our 1970 presiden-, I guess,’ and took them 
out to dinner when they beat the estimate. 

William told me all about it. It was more than he 
ever got in the retail business — more respect, more 
advancement, more status, more рау, he indicated. All 
pals together now, every shoulder to the wheel; 
good old Walt had told him that his future should be 
Баре William was momentarily almost lyrical with 
enthusiasm. 

I was too busy to take ir all the glowing details. 
We were planning to pension off prematurely an 
elderly salesman whose heakh had deteriorated. The 
chairman had murmured : reference to severance 
pay for long service; Prinny, our personnel director, 
was being dogmatic about adequate fore-knowledge to 
mitigate human distress, three months at least; I was 
calculating a discounted pension. We might help 
him to find a part-time job, not too strenuous. . . . I 


. wished шу ex-subordinate all the best and left him to 


his raptures. 

He arrived unannounced. one afternoon a month 
later. His eyes were wilc, like Macbeth's when 
Birnam Wood began to mowe. He'd just been fired, 
at two weeks’ notice, not virdictively, not deservedly, 
not for any but the most obvious reason. ‘Rotten bad 
break, buddy,’ Walt had sa d. ‘Guess you're for the 
chopper. They've pulled a merger out of the bag 
back Chicago way, so it's ‘Qoodnight” to the white- 
collar guys. Gee, it's tough, but that’s how the cookie 
crumples.” 

Tex and Alfalfa had beea good and sore over his 
disaster at first but at length they’d been quite 
philosophical. No complaints, lots of other jobs 
going, what the hell, anywey! 

William is still bewildered. Maybe there’s another 
moral here somewhere. 
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Finance and 
Commerce 


Williams & Williams 

IR CHARLES WESTLAKE, who became chair- 

man of Williams & Williams (Reliance Holdings) 
in November of last year, reports on the fresh endea- 
vours being made to set the company on its financial 
feet again. The accounts of the company for 1964-65 
form this week's reprint. 

In the 1963-64 accounts. the previous chairman, 
Mr S. R. Hogg, F.c.a., had to report a fall in trading 
profits of £219,753 tó only £35,914, largely because 


the company’s Chester factories still operated at a loss: 


despite reorganization efforts. The margins earned 
at the two factories were insufficient to sustain the 
burden of overheads and Mr Hogg said that the 
proportion of small orders had been too high in 
relation to total turnover and a great deal of such 
trade had been done obviously without any profit at 
all. 

Sir Charles, in his latest review, says that it was 
clear that ‘a new е the resuscitation of the 
company needed to established'. Information 
revealed that the monthly losses up to the end of 
November 1964 were not only persistent but were 
increasing at a disturbing rate. 

Between November 1964 and April 1965 changes 
and reductions in staff were made which resulted in a 
saving in overhead charges at the rate of some 
£186,000 a year. 


Change at the Top 

By the end of August, further changes estimated to 
save a further £50,000 had been achieved but these 
savings in themselves are not enough to bring results 
to an acceptable standard. Careful attention is being 
paid to estimating and costing to ensure more 
adequate margins on orders received and there is 
some evidence of success. 

'There have been a number of managerial changes 
at the top, with a group financial controller appointed 
and а group production engineer recruited so that a 
detailed examination can be made of the productive 
methods and equipment employed throughout the 
group factories bon at home and overseas, to pave 
the way for modernization. А small group head- 
quarters office and staff has been set up in London to 
form the core of the group central administration — 
technical, financial and commercial 
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Almost half the year's loss, Sir Charles points out, 
wes incurred in the first four months of the 1964-65 
financial year. Higher development costs, severance 
charges and heavier bad debt contingency provisions 
accounted for some £122,000 and {£26,000 was 
provided to cover losses in the clostire of the American 
subsidiary. 


New Style 


The presentation of the accounts has been improved 
this year with single column style adopted and a 
five-year view provided by profit and loss account 
and balance sheet summaries. The sales position is 
brought into immediate focus by opening the profit 
and loss account with the sales figure, thereby also 
making the point that the turnover is there on which 
profitable operations should, in time, be based. 

Sir Charles sums up the remedial action go far 
taken as '(1) a heavy reduction in administrative and 
overhead expenditure; (2) a revised and improved . 
commercial policy; (3) the concentration and rationali- 
zation of certain production operations in a well 
equipped modern factory; (4) a review of production 
techniques; (5) the establishment of a functional 
group headquarters; and (6) the preparation of a 
five-year forecast and plan’. 

Monthly provisional results in the current year 
show ‘distinctly encouraging trends’ and by the end 
of the financial ‘shareholders should have some 
satisfactory evidence of the viability of the board’s 
current policy’. A half-year report is promised. 


Capper Pass 


MPHASIS in the accounts of Capper Pass & Son 

Ltd, the smelting group, has in the past been 
pleced on the need to distinguish the smelting and 
trading profit from the taxable prefit shown in the 
profit and loss account. In the accounts, the directors 
have consistently excluded the profit or loss arising 
frem stock price fluctuations, such profit or loss, 
adjusted for tax, being put to or taken from the 
market reserve. 

This year, in order to show as clearly as possible 
the result of the year's trading, provision for the 
calculated stock profits has been made before arriving 
at the trading profit and not as an appropriation, 
and has been put direct to market reserve. As this 
provision is disallowed by the Inland Revenue when 
computing the company's tax liability, an amount 
representing the tax on it has been taken from market 
reeerve and is included in the tax liabilities shown in 
the balance sheet. 

The directors intend to continue this method in 
future years. Referring to this change Mr E. H. Jones, 
the chairman, limits his comment 10: «ће hope that 
fram now on the chairman will not have to stress the 
effect on taxable profits of variation in the value of 
stock’, 
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WILLIAMS & WILLIAMS (RELIANCE HOLDINGS) LTD. 
and its Subsidiaries 


BALANCE SHBETS, 2nd May, 1965 





HOLDING COMPANY CONSOLIDATED 
1964 1965 Notes 1965 1964 
£ £ £ £ 
EMPLOYMENT OF FUNDS 
163,418 159,561 Fixed Assets 1 775,304 724,026 
1 * 1 Intangible Assets 3 50,001 50,001 
— — Trade Investments 3 3 
2,395,546 2,918,172 Subsidiary Companies 4 694 13,431 
Current Assets: 


Bank Balances and Cash 134,579 76,550 
143,068 
2,672,706 


1,017,006 


Investments (at Market Value) 33,387 
Trade and other Debtors 2,210,416 
Stocks and work-in-progress 10 1,012,854 


3,909,330 


Total Current Assets 3,391,236 


























Less— 
Current Liabilities: 
Trade and other Creditors 1,153,988 1,496,332 
Taxation 41,918 29,707 
Bank Overdraft—secured ` 6 284737 60,631 
Total Current Liabilities 1,480,643 1,586,670 
(296,673) Surplus/(Deficit) of Net Current Assets 1,910,593 2,322,660 
MESE: | — ird ће X 
£2,786,422 £2,781,061 Total Funds employed £2,736,595 £3,110,121 
SOURCE OF PUNDS 
Issued Capital: 

37,915 37,915 Preference Shares 2 37,915 37,915 
853,367 853,367 Ordinary Shares 2 853,367 853,367 
891,282 891,282 . 891,282 891,282 

Reserves: 
958,434 958,434 Capital 5 814,794 814,794 
281,306 297,145 Revenue 5 331,816 678,867 
2,131,022 2,146,861 Shareholders' Interest 2,037,892 2,384,943 
655,400 634,200 Loan Capital 6 698,703 720,400 
— — Provision for Future Taxation — 478 + 

— MEL Minority Interests A 9 = = 

£2,786,422 £2,701,061 Total Funds provided £2,736,595 £3,110,121 














C. R. WESTLAKE Di у 
F. H. SCHROEDER 


November 13th, 1965 


W'ILLIAMS & WILLIAMS (RELIANCE HOLDIMGS) LTD 


and its Subsidiaries 


Notes on Balance Sheets 


t 


A 
ACCOUNTANT 


1. FIXED ASSETS AND DEPRECIATION 


1964 
Cost or 
Valuation Depreciation 
£ £ 
246,093 82,675 





554,055 132,462 


PA C 
\ 669,153 474,831 
73,199 38,194 
141,666 68,560 


£1,438,073 £714,047 





2. SHARE CAPITAL 


Authorised 
1964 1965 
£ £ 
37,915 37,915 


1,212,085 1,212,085 


£1,250,000 1,250,000 


163,418 


£163,418 





HOLDING COMPANY 





1964 1965 
3. INTANGIBLE ASSETS 
£ £ 
1 1 
£1 £1 


F 4. SUBSIDIARY, COMPANIES 


1,843,689 1,843,689 
551,857 1,074,483 





£2,395,545 — 2,918,172 





Holding Company: 


Fraehold Land and Buildings, as valued in 1934, with additions since at cost, 


less sales 


Furalture and Office Equipment 


Total Fixed Assets 


Consolidated: 
Land and Buildings 


Plant and Machinery 
Furniture and Office Equipment 
Motor Vehicles 


Total Fixed Assets 


Williams & Williams (Rel ance HoldIngs) Lte. 
8% Cumulative Preferer ce Shares of 5/- each fully раја 


Ordinary Shares of 5/- each fully pald 


Patents 


Development Expenditure less amount written off 


Shares and Debentures zs vated by the Directors 
Advances and Current Accotnts less amounts written off 


Cost or 


1965 


635 





faluation Depreciation Net 


£ 


244,921 
216 


£245,137 





565,678 
764,164 

75,724 
127,544 





£7,533,110 














£ £ 
85,549 159,372 
27 189 
£85,576 £159,561 
141,658 424,020 
513,225 250,939 
41,166 34,558 
61,757 65,787 
£757,806 £775,304 

Issued 
1965 1964 

£ £ 
37,915 37,915 
853,367 853,367 
£891,282 £891,282 
CONSOLIDATED 

1965 1964 

£ £ 
1 1 
50,000 50,000 
£50,001 150,001 
143 143 
551 13,288 
£694 £13,431 
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WILLIAMS & WILLIAMS (RELIANCE HOLDINGS) LTD 
and its Subsidiaries 


Notes on Balance Sheets—continued 


$ 


. T 











HOLDING COMPANY CONSOLIDATED 
1964 1965 1965 1964 
5. RESERVES 
£ £ Capital: £ £ 
182,089 182,089 Share Premium Account 182,089 182,089 
776,345 716,345 Capital Reserve 5 632,705 632,705 
£958,434 £958,434  ' £814,794 £814,794 
Revenue: 
— — General Reserve 628,109  , 633,10? 
281,306 297,145 Profit and Loss Account Е (292,177) 47,992 
= ~ Balance arising on consolidation (4,116) y 
£281,306 £297,145 £331,816 £678,867 











6 LOAN CAPITAL . 
£ £ £ £ 


655,400 634,200 6% Debenture Stock, 1975-80 —secured 634,200 655,400 
Subsidlaries: 

— — 596 Debenture Stock —secured 50,000 50,000 

— — 84% Debenture Stock —secured 14,503 15,000 

£655,400 £634,200 £698,703 £720,400 





The Holding Company's bankers hold a debenture for £250,000 ranking рагерозљи with the 6% Debenture Stock, 1975-80 shown in the balance sheets, 
This debanture Is collateral security for such overdraft as may be arranged trom time to time between the bankers and the Company. 


7. CONTINGENT LIABILITIES ж 
£ £ Liabilities under guarantee mainly =n account of Subsidiary Companies and under £ £ ` 
£92,320 £92,320 performance bonds in respect of overseas contracts, No loss 15 axpected. £109,206 £107,320 








8. CAPITAL COMMITMENTS 











Ё £ Contracts for capital expenditure пос provided for in these accounts amounted £ Буг 
Nil > Nu to approximately 21,000 103,000 
9. MINORITY INTERESTS б» 
£ £ £ £ 
us ~ In Ordinary Shares 110,715 110,715. 
— — Less: Net debit balance on Prefit and Loss Account applicable thereto - 110,715 110,715 
10. STOCKS 
Stocks and work-in-progress are valued at, or under, cost and after deducting progress payments received on account. 
11. FOREIGN CURRENCIES И 
These have been converted at rates current on 2nd May, 1965. 


12 ACCOUNTING YEARS 
For the sake of administrative convenience the accounts of the United Kingdom Companies were closed on 2nd May, 1965, and cover a perlod of 52 
екз. 
The accounts of overseas Subsidisrles were closed as hitherto, on 30th Apri., 1965. 


13. The accounts of certain Subsidiary Companies incorporated abroad have no: been consolidated as, in the opinion of the Directors, It would be of no 
real value to the members in view of the Insignificant sums Involved. Any lazses have been fully provided for in these accounts. 
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CITY NOTES 


steep rise in equity prices since the low 
point of last July has at last thrown up a greater 
volume of two-way business for which the stock- 
market is duly thankful. At the beginning of їз 
week the market — according to the number «f 
bargains recorded — had its busiest day for six montis 
but the business meant a change of under one anda 
half points in leading index terms. 

In the past few months there have been substar- 
tially bigger day-to-day changes in the leadirg 
indices on a much smaller business volume. The ri e 
in prices now looks like levelling off and there is en 
institutional tendency to take profits in places, 
mainly for switching operation purposes. 

The market has den assisted by a good flow of 
helpful company half-year reports, and fears that 
corporation tax will affect major company dividerd 
policy to any depressing degree have virtualy 
, evaporated. Smaller concerns, with thin dividerd 
" cover and stunted profit growth, may have to cat 
dividends because of corporation tax, but.there is 
little ór no indication of any such developmerts 
where the leading industrial groups are concerned. 

The Rhodesian situation has failed to overpow=r 
the stock-market and the day-to-day political develo>- 
ments do not appear to have had any major influen -е 
on investment decisions. 


» Ф + * 


LOT, probably too much, has been read by 
the City into the change at the top of tie 
Cunard Steam Ship Company ~ Sir John Brocklebar k 
retiring from the chairmanship for health reasors, 
and Sir Basil Smallpeice, K.C.v.O., B.COM., F.C.W., 
taking over. Sir Basil — formerly managing director 5f 
АС. – joined Cunard in April last year ard 
became a deputy chairman last June. 
Whether the change at the top means the radial 


changes in Cunard overall management and in the 
policy towards the new £25 million Cunard liner, 
that it is accepted as meaning in some quarters, 
remains to De seen. Sir Basil himself says ‘It is too 
early to say'. АП the same, the point is taken that, 
for the first time, Cunard will have a chairman who 
does not have his roots in the shipping industry and 
for that reason will bring new views to the group. 


* * * * 


N [5 A. C. GROVER, chairman of Lloyd's 

egister of Shipping, maintains that a major 
rationalization of the British shipbuilding industry 
is inevitable and it may mean some yards going out of 
business. Following a tour of Far East shipyards, 
Mr Grover considers that productivity in Japanese 
yards building big oil-tankers and bulk carriers, is 
twice as high as it is in Britain although there is 
little difference in real wage rates. 

Мт Grover considers there are too many yards in 
Britain competing for the same class of business, and 
too much overlapping at the design and drawing 
office stages. Given some rationalization, and also 
goodwill between management and unions, many 
British yards, Mr Grover says, could turn out 
ships as quickly and as cheaply as the Japanese. 


* * * * 


S expected, the September hire-purchase and 

stalment credit figures show a small decline 

from the August peak. The drop of £5 million to 

£1,203 million in September was entirely accounted 
for by lower business by finance houses. 

Gradually the Government's measures aimed at 
restricting consumer spending are beginning to have 
effect, but they are likely to lead to a levelling off in 
the debt figures rather than to any major reduction. 


RATES AND PRICES 
Closing prices, Wedrz1day, November roth, 1965 
Tax Reserve Certificztes: interest rate 28.11.64 3195 


Bank Rate é 
Nov. 2, 1961 6% Jan. 3, 1963 4-4 
Mar. 8, 1962 54% Feb. 27, 1964 5 4 
Mar. 22, 1962 % Моу. 23, 1964 7% 
April 26, 1962 4% June 3, 1965 6% 
Treasury Bills 
Зер з £5 ros pert Oct. 8 5 g 10:262, 
Sept то £s ros r Oct. 15 5 2:87 
Sept. 17 £5 910 814% Oct. 22 5 9s o6 
Sept 24 45 9s 10470 Oct.29 £5 8: 9'592% 
Oct. 1 £5 8: 5'824%  Nov.s £5 9s 267224 
Money Rates 
сл 
ays 447-5 2 mon 51-597 
Fine Trade Bills И 3 months 5 МЕЈ 
3 months 7-735 months 52-5 #06 
4 months 777176 months 55-5 83, 
6 months 71-895 


Foreign Exchanges 
New York 2'80% Frankfurt 1raik 
Montreal 3'01 Milan 175 4 
Amsterdam 10:09 Oslo 20'01 
Brussels I39'I Paris 13773 
Copenhagen 19:32 Zürich 121 

Gilt-edged 

Consols 4% б "eed 3% 59—69 № 
Consols 24% o [u^ 
Conversion Hr 197a Paving d 65-7 75% 
Conversion 54% ао oo Savings ae 94. 
Conversion 5% 1971 ''reas ry st УВА 87 
Conversion 34% 1969 ed 'Treasury 5 EDEN 83 
Conversion 34% 54% Treasury 34% хаг Д asixd 
Funding 519 82-84 924 ‘Treasury 3 % 79-8: тор 
Funding + 6-90 ed reasury 2 3 
Funding 3 ig 99-04 бо rer dd 4% 96 
Funding 3% 66-68 918 Loan 3#% 53% 
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Correspondence 


Letters must be authenticated by the name and address of 
the writer, not necessarily for publication. The Editor does 
not necessarily agree with, or hold himself responsible for, 


the opinions expressed. 
Copying Tax Returns 
бтв, — In your issue of May чє you very kindly 
printed our letter regarding the difficulties in copying 


income tax returns. 

These difficulties arise from the unusual size of the 
forms supplied by the Inland Revenue. It is almost 
impossible to obtain a copying machine big enough, 
and a charge is normally made for cutting sensitive 


paper of standard size to that of the official forms. 
We are glad to report that at long last we have 
resolved our difficulties. If any reader wishes to know 
the name of the supplier we will be glad to furnish 
the name and address to any practising accountant. 


Yours faithfully, 








ACCOUNT. 


November 13th, 1965 


Compulsory Purchase: 
Compensation for Loss of Business 

Sm, — I appreciate the trouble taken by your cor- 
respondent, Mr J. M. Myers A asd зоё issue), | 
regarding my query on compulsory purchase pub- ! 
lished in your issue of October 16th, but it would 
appear my letter did not make the matter quite clear. 

The property is leased by my client, so he is 
therefore not worried about this side of the problem. 
He owns a shop which at the moment gives him a 
very good return, and the problem is, what is the 
basis for compensation for loss of the business, not 


"ће property. . 
Yours faithfully, 
Westcliff-on-Sea. . T. STONE. 


Capital Gains Tax 
Sm, - The tabulation below may be a helpful guide 
to those who may not have had the opportunity to 
make the calculations of the tax reliefs conferred by 
the alternative charge to tax under the provisions of 
section 21 of the Finance Act, 1965. 
Consideration of the reliefs shown may be con- 
ducive to the making of gifts among members of the 


same family. 
Yours faithfully, 
























































Willow House PROCTER & DUKE. 
Waterfoot, | T. Y. WHITTINGDALE, r.c.4. 
, 
Rossendale, Buckhurst Hill, Essex. 
Capital Capital gains tax 
gains less highest rate - 
losses and of income tax Alternative Amount At 30 per cent Relief 
break-even or composite rate of tax (6s per £) 
levels x 
£ га £ £ 
,000 4 о 300 . 1,500 1,000 
Relief ai per £: on excess of £5,000, 
‚ооо з о 750 1,500 750 
Limit of relief 
5,000 4 it 1,031 , 1,500 469 
4167 8 5 I,719 1,250 (469) 
£9,167 £2,750 £2,750 Nil 
5,000 5 It 1,281 1,500 219 
1,031 10 3 528 309 (a19) 
£6,031 £1,809 £1,809 Nil 
5,000 5 4$ 1,344 I,500 156 
657 10 9 353 197 (156) 
~ 
£5,657 £1,697 £1,697 Nil | 
5,000 5 104 1,469 1,500 31 
108 її 9 63 32 (31) 
£5,108 £1,532 £1,532 Nil 
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seet DATA PROCESSING FOR 
TOUR 


=> SIZE OF BUSINESS | 


Within a radius of a few hundred miles from 
London there are over ter. thousand Olivetti tapa- 
produciag machines at work, some of them п 
six-year-old Installations of over 500 machinas 
each. 

Olivetti pioneered the low-cost peripheral equi>- 
ment wthout which the full benefit of electronic 
data processing is Impossible. 

With 61,600 employees Ollvettl Is the leader in 
this flel3, 

1з this your problem: providing mechanised 
accounfing at a large number of points amd 
getting the information which has been posted 
on ledger cards, statements, involces, orde-s, 
journals, or stock records, to a computer - any 
computar - quickly and accurately? 

if it Is, Olivetti have more experience of solving 

S it than any firm in the world. 

. New Oivett! developments enable their units to 
produce high-quality tape at low cost for any 
computer, using апу code, or any number of 
сћаппе:в. 

Tape-producing or tape-p-ocessing units avallatle 
include two models of the Mercator (accounting 
and invoicing with electronic sterling multiplica- 

А Поп); sx models of the Audit accounting machire; 

twelve models of a data collector (the RP rangs); 
а typewriter; an electronic check digit verifier; a 

universal punch; а tape-fo-card converter (CBS); 
a tape-to-magnetic-tape converter (СВМ); and 
readers, encoders, and sorters (CMC 7) for magnecic 

Н сһагасәгз. 

' Ollvetti machines do more, cost less 

Surely here must be some way In which your fi-m 

could Lenefit from Olivetti experience of low-cost 

mecharised accounting. Should a representatve 
call? Would you like to have more Informatbn 
at this stage? Please write or telephone. 


BRITISH OLIVETTI LTD - 30 BERKELEY SQUARE, LONDON УЛ - TELEPHONE HYDE PARK 5011 


т 
olivetti 


New Edition Just Published 


INTERNAL 
AUDITING 


Third Edition 
by W: W. BIGG, F.C.A. 


and J. О. DAVIES, F.C.A., A.C. W.A. (Chief Internal 
Auditor of the National Coal Board) 


In this new edition the authors have taken the 
opportunity again of reviewing the whole of 
the text and to revise it and amplify it where 
necessary. | 

This volume includes the scope and purpose 
of internal audit, the techniques involved, the 
form of the report, the administration of an 
internal audit department and its value as an 
aid to management. 
Price 25s Post free 26s 3d 


HFL (Publishers) Ltd 


IO EARLHAM STREET, LONDON WC2 


All forms of 
· ANALYSIS 
are our business 


Sales 
Purchases/Expenditure 
Labour and Material Costs 
Stock Control 
Questionnaires 
Orders/Sales Statements 
also Punching and 
Verifying Cards for users 


For accuracy and reliability 
MADIC DATA PROCESSING SERVICE 


13-15 Sheet Street, Windsor . 


Telephone 63416 


| m 
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Worry 
ә 


about the family 
` about the house 
about school fees 
about the overdraft 
about a pension 


They couldn't be more Important but you 
don't have to worry If you consult us. It 
Is really quite simple. Let us explain. 


THE SCOTTISH WIDOWS’ FUND 
AND LIFE ASSURANCE SOCIETY 


wilt be happy to suggest a plan for you 
to follow to secure maximum protection 
at minimum cost. 


Head Office: 
9 St. Andrew Square, Edinburgh 2 


London Office: 
28 Cornhill, E.C.3. Tel: Mansion House 5061 


West End Office: 
17 Waterloo Place, S.W.1. Tel: Whitehall 6041 


Funds exceed £220,000,000 





_ November 13th, 1965 


November 13th, 1965 , 


London Students’ 
New Library 


Ts new library of Тће Chartered Accountant 

Students’ Society of London at 43 London Wall 
EC2, was opened at a ceremony held on Thursday 
evening of last week. 

The President of the Society, Mr E. F. G. Whinney, 
M.A., Е.С.А., introduced the President of the Institute, 
Mr R. McNeil, F.c.a., and expressed the Society’s 
appreciation to him.that he had made time to attenc. 
"Ihe fact that you are so handsomely apparelled 
reminds us how difficult it is for you to fit us into your 
arrangements and that we must “её you to your dinner 
on time”, he added. 

Mr Whinney said that in addition to the Librarz 
— from which there were some eighteen thousand 
borrowings during the year — the accommodation 

Vincluded two study rooms and a common room, in 
"which it was expected that coffee and snacks would 
be available in the evenings. The cost of equipping the 
premises had been considerable but it had very largely 
been met out of savings of the Students’ Society in past 
years, Тће Society had also received a contribution cf 
£1,650 from the Institute, for which it was very 
grateful, Mr Whinney concluded with a tribute to the 
members of the Committee for the very considerable 
amount of time they devoted to the Society's affairs 
hind the enthusiasm with which they set about their 


Mr McNeil, in the course of his remarks, said thet | 


through the Library members were being giver 
access to the vital information required for the deepen- 
ing of understanding and learning. 'When we have 
У, problems’, he added, ‘we can frequently solve them 
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Mr E. Е. С. Whinney, M.A., F.c.A., President of the 
Society, (left) with Mr К. McNeil, F.c.a., President of the 
Institute, and Mr ani аи h Chairman of the З 8 


not from our own knowledge, but from the experience 
of others. We certainly haven’t enough time to make 
sufficient mistakes and profit therefrom; we must 
use the experiences of others and the knowledge of 
how they have solved their problems’. In canclusion, 
he said: ‘I have no doubt that this library which 
you now have will serve a very useful purpose indeed in 
resolving your problems and will lead to what we are 
all aiming st, namely the provision of better account- 
ants more ably equipped to give service to our clients’. 

Mr Clive Parritt, Chairman of the Society's Com- 
mittee, thanked the President and also Mr Whinney 
for all his work on the Society's behalf. 


At the opening of the new 
Library on Thursday evening 
of last week. Left to right: 
Mr R. J. 
F.C.A„ Secretary of 
Society; Mr Derek du Pré, 
Deputy Secretary; Mr W. К. 
Wells, B.A., F.C.A., Honorary 
Treasurer; Eirwen 
Hattley, Immediate Past 
Chairman of the Committee; 
Mr C. A. Evan-Jones, M.B.E., 


Secr of the Institute; 
Mr E. Е. С. Whinney, M.A., 
F.C.A&, President of the 
Society. 
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THE INSTITUTE OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES > 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, November 3rd, 1965, there were 
present: 

Mr Robert McNeil, President, in the Chair; Sir Henry 
- Benson, C.B.x., Vice-President; Messrs J. Ainsworth, С.В.Е., 
J. F. Allan, G. R. Appleyard, W. L. Barrows, T. A. 
Hamilton Baynes, J. H. Bell, C. J. M. Bennett, Sir William 
Carrington, Messrs С. T. E. Chamberlain, D. А. Clarke, 
R. W. Cox, C. Croxton-Smith, W. G. Densem, S. Dixon, 
J. V. Eastwood, W. W. Fea, Sir Harold Gillett, Bt, M.c., 
Messrs J. Godfrey, С. С. С. Goult, J. S. Heaton, J. A. 
Jackson, A. W. John, о.в.к., В. О. A. Keel, Sir William 
Lawson, C.B.E., Messrs К. С. Leach, све., R. B. Leech, 
M.B.E., T.D., E. N. Macdonald, р.ғ.с., В. P. Matthews, D. S. 
Morpeth, W. Bertram Nelson, с.в.в., W. E. Parker, C.5.&., 
S. J. Pears, F. E. Price, L. W. Robson, Sir Thomas Robson, 
M.B.E., Messrs J. D. Russell, К. С. Slack, D. Steele, А. С. 
Thomas, A. H. Walton, F. J. Weeks, E. F. С. Whinney, 
J. C. Montgomery Williams, К. P. Winter, C.B.E., M.C., T.D., 
Sir Richard Yeabsley, С.В.Е. 


Notes on the Treatment of Taxation in Company 
Accounts after tlie Finance Act, 1965 


The Council approved an interim statement ‘Notes on 
the treatment of taxation in company accounts after 
the Finance Act, 1965’, for publication and circulation 
to members by way of supplement to Recommendation 
on Accounting Principles No. r9 in the Members’ 
Handbook.) The Council recorded its appreciation of 
, the work of the Technical Advisory Committee in 
studying and advising on the accounting issues raised 
by the new legislation. 


Practice Administration Booklets 
The Council received a report that over fifty thousand 
copies of the Institute's practice administration book- 
lets had so far been sold, not only to members of the 
Institute but also to members of other accountancy 
bodies in the United Kingdom and overseas and to 
practitioners in other professions. 
Since publication of the first booklet in April this 
year, the following booklets had been published up to 
the present time: 
The Development of ап Accounting Practice, by Mr 
E. Kenneth Wright, M.A., F.C.A. 

Professional Practice Insurance, by Mr G. R. 
Appleyard, Р.С.А. 

Provision for Retirement, by Mr John E. Talbot, 
F.C.A. 

The Constitutional Arrangements of an Accountants 
Practice, by Mr C. C. Taylor, F.c.a. 

The Organization of a Practising Accountant's Office, 

by Mr J. Perfect, F.c.a. ` 

Mergers and Associations of Professional Firms, by 

Mr H. T. Nicholson, F.C.A. 

Towards Better Fees, by Mr David Steele, F.c.a. 

The remaining three titles in the series of ten book- 
lets would be appearing during the next few months. 


1 T'he full text of the interim statement is reproduced on 
pages 621—628 of this issue. 





These would be: 


A Practitioner's Own Taxation Problems. 

Controls for the Effective Use of Time and the Keeping 
of Time Records. 

The Selection, Training and Management of Staff. 


University of Lancaster 


Ihe Council appointed Mr K. R. Stanley, F.c.a., as. * 


zhe Institute's representative on the Court of the 
University of Lancaster. 


The Certificate in Management Information 


The Council approved the following statement богу“ 


2ublication: 

First examination — October 1966 

(a) Closing date for registrations. The closing date 
for registrations for the first examination to be held 
in October 1966 has now been extended to December 
ist, 1965. Any member wishing to register as a 
candidate for this examination sbould therefore 
write to the Secretary of the Institute for a registra- 
tion card, which must be completed and returned 
on or before December 1st, 1965. | 

(b) Dates of examination. The examination will be 
held on the following days: 

Tuesday, October rith, 1966. 

Wednesday, October 12th, 1966. 

(с) Entry fee. There is a non-returnable fee of. 


2 guineas payable on registration. The entry fee < 


for the examination itself will be 18 guineas. Entry 
forms will be sent to all registered candidates early 
in 1966. The entry fee should accompany the entry 
form when this is completed and returned to the 
Institute. 

(d) Passing the examination. In order to pass 
candidates will be required to present themselves 
in all four papers at the same examination and to 
reach the necessary standard in each paper. 


Registration of Articles 


The Secretary reported the registration of 315 articles 
cf clerkship during September, the total number since 
January rst, 1965, being 1,632. 


Admissions to Membership 


The following were admitted to membership of the 

kastitute: 

Eurgess, Thomas Peter, B.A., A.C.A., a1965; 2 Courtfield 
Gardens, London SWs. 

Cook, Michael John Willis, A.C.A., a1965; with Joy, Lane & 
Co, 28 St Thomas Street, Weymouth, Dorset. 

Fell, Graham Martin, B.SC., A.C.A., 41965; Compston 
House, Ambleside, Westmorland. 

Ghosh, Sarat Kumar, A.C.A., 21965; c/o Mr H. D. Ghosh, 
P.O. Bansberia, Dist Hooghly, West Bengal, India. 


Gibeon, Simon, A.C.A, 21965; 20 Welbeck Mansions, _ 


Inglewood Road, London NW6.  . ‘ 
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‘Green, Christopher William Crocker, А.С.А., 41965; Pigen 
Wood House, Arpinge, Folkestone. 

Headley, Anthony Paul, A.C.A., a1965 ; “The Retreat’, Retrzat 
Road, ’ Friars Lane, Richmond, Surrey. 

Leach, Paul Anthony Priestley, A.C.A., 41965; 2 Mortimer 
Road, Clifton, Bristol 8. 

Nibloe, Peter Jeremy? A.C.A., a1965; 81 Belgrave Ro-d, 
London І. 

Phipps, Piers Anthony Constantine Howard, A.C.A., a19t 3; 
Postlands, Southwater, Horsham, Sussex. 

Scott, Peter Samuel, A.C.A., 41965; 48 Ennismore Gardess, 
London SW". 

Smith, Bernard Creese, A.C.A., а1965; 79 Wigorn Rod, 
Smethwick 41, Staffs. 

Sykes, Paul Hovey, A.C.A., 21965; 152 Gower Road, Sketty, 
Swansea, Glam. 

Trotter, John Keith, B.A.(ECON.), A.C.A., 21965; Flat 5, 
8 Park Terrace, Waterloo, Liverpool 22. 

Walker, Richard Leigh, B.A., A.C.A., a1965; Flat 26, ст 
Haverstock Hill, London Nw3. 


Fellowship 


The Council acceded to applications from fifteen 
associates to become fellows under clause 6 of the 


_ supplemental Royal Charter. 


Incorporated Accountant Members 
Becoming Associates 


The Council acceded to applications from the following 

incorporated accountant members for election as 

associates under clause 6 of the scheme of integration 

as to in clause 34 of the supplemental Коза] 
arter: 


Bird, Barrie John, А.8.А.А., 21962; with Spain Brothcrs, 
McNab & Co, Downe House, a87 High Street, Orpinz- 
ton, Kent. 

Lloyd-Jones, David Thomas Evan, А.З.А.А., а1962; wath 
Deloitte, Plender, Griffiths & Co, 128 Queen Victcria 
Street, London EC4. 


Members Commencing to Practise 


The Council received notice that the following men- 
bers had commenced to practise: 


Atkin, Alec John Spencer, ғ.С.А., aS1941; 45 Caledorman 
Road, London Nr. 

Bailey, Norman, F.c.a., a1936; Thomas Silvey, СатрЬеГ & 
Bowden, 9 Albert Square, Manchester 2. 

Bailey, Robert, A.C.A., a1962; J. W. Wilkinson & Colman, 
1 Dalton Square, Lancaster. 

Baker, John Stuart, A.C.A., a1964; J. D. Ayrton & ‘Zo, 
6 Lord Street, Halifax. 

Bond, Joseph Aloysius, A.C.A., 41965; Davies & Crece, 
Hoghton Chambers, Hoghton Street, Southport. 

Branch, Brian Edward, A.C.A., 21963; 55 Mashiters Full, 
Romford, Essex. 

Bradley, Peter, A.C.A., 21964; *Walter I. . Н. Wilsher & Со, 
71 Eccleston Square, London SW1. 

Carew, John Stanley George, A.C.A., a1961; W. У. Thom эп 
& Co, 16/18 Clapham Junction Approach, London SWz 1. 


а Indicates the year of admission to the Institute. 

aS Indicates the year of admission to The Society of 
Incorporated Accountants. 

Firms not marked +, or * are composed wholly of charte-2d 
accountant members of the Institute. 

t Against the name of a firm indicates that the firm though 
not wholly composed of members of the Institute, is caa- 
posed wholly of chartered accountants who аге membere of 
one or another of the three Institutes of chartered accovat- 
ants in Great Britain and Ireland. 

* Against the name of a firm indicates that the firm is —ot 
wholly composed of members of one or another of the three 
Institutes of chartered accountants in Great Britain zad 
Treland. 
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Chandley, Charles William Duncan, А.С.А., 21962; Thomas 
Silvey, Campbell & Bowden, 9 Albert Square, Man- 
chester 2. 

Crook, David Marcel, A.C.A., a1964; Carter & Parker, 14 
Wood Street, Bolton. 

Davis, John Stephen, A.C.A., 21964; TFawcett, Brown & 
Pinniger, Windover House, St Ann Street, Salisbury, 
Wilts. 

Devey, John Michael, a.c.a., а1961; Campbell & Co, 87 
Tettenhall Road, Wolverhampton. 

Evans, Robert Douglas, A.C.A., 21959; *Greenhill, Carter 
& Co, 2-5 The Broadway, Stratford, London E15; see 
also *Dias, Postlethwaite & Co. 

Farley, Dorald Edward, F.c.a., a1951; Ernest Т. Kerr & 
Co, 33 Newhall Street, Birmingham 3. 

Gibbs, John Henry, A.C.A., 21958; Tiea Planks Lane, 
Wombourn, near Wolverhampton. 

Goodman, Neil Martin, A.C.A., 21958; tKidsons, Taylor 
& Co, Sardinia House, 52 Lincoln’s Inn Fields, Kingsway, 

A.C.A., 41958; 


London WCa. 

Gravestock, Robert, Guild Chambers, 
Scholars Lane, Stratford upon Avon. 

Hewitt, Clive William ‘Thomas, A.C.A., a1959; Wenham, 
Major & Clarke, 89 Cornwall Street, Birmingham 3. 

Hilton, John Hulland, F.c.a., 41950; Fitzpatrick, Graham 
& Co, Calonial Building, 72-74 South Quay, (Р.О. Box 

158), Port of Spain, Trinida 

Humby, Michael James, A.C.A., 21963; +Fawcett, Brown & 
Pinniger, Windover House, St Ann Street, Salisbury, 

Inglefield, Henry Roberts, F.C.A., 21926; N. E. M. House, 
12 Abercromby Street, (P.O. Box 830), Port of Spain, 
Trinidad, МА. 

Israel, Clive Samuel, a.c.a., а1963; C. S. Israel & Co, 
4А Clifton Gardens, London NW11. 


Jeynes, Edward Raymond, r.c.4., 81950; Price Waterhouse 
& Co, Bezufort House, 96 Newhall Street, Birmingham 3; 
see also Howard Smith Thompson & Co. 

Lowe, Johr Reynolds, B-SC.(&CON. ) ACA, 11963; R. P. 
Smith & Co, 28 St Thomas’s Road, Chorley, Lancs.; 
see also Wolfenden & Naylor. 

Millard, John Richard, A.C.A., a1964; №. Н. Payne & Co, 
253/258 Dashwood House, 69 Old Broad Street, London 

2 


Newbury, Charles Albert Edward, А.С.А., a1961; С. N. 
Walter, Lester & Co, Finsbury Pavement House, 120 
Moorgate, London ECa. 

Niblett, Michael Anthony, A.C.A., 21962; Е. P. Leach & Со, 
46 Upper Maudlin Street, Bristol. 

Parry, Trevor Evan, А.С.А., 21961; Ellacott, Stranks & Co, 
Lloyds Bank Chambers, 'High Street, Banbury, Oxon. 
Pell, Frederick Thomas Charles, a.c.a., 21965; Т. Wilford 

Pell & Co, 17 Newstead Grove, Nottingham. 

Pellant, Roger Alfred, a.c.a., a1960; Steward & Pellant, 
Mint House, 6 Stanley Park Road, Wallington, ie 

Pembroke, Mark, a.c.a., a1960; Woolger, Hennell & 
11/12 Finsbury Square, London EC2; see also t Woolger, 
Hennell, Wardhaugh & Co. 

Powell, Derek John, A.C.A., 21955; | Kidsons, Taylor & Co, 
S House, 52 Lincoln's Inn Fields, gsway, 
London WCa. 

Reynolds, Norman Donald, F.C.4., 251949; Allsop & 

rabbe, ан Frederick Road, Five Ways, Edgbaston, 
I5 

Rieder Kenneth Larry, A.C.A., 41955; A. G. Rice & Со, 
Westminster Bank Chambers, Mill Street, Cannock, 

taffs. 

Rogers, Bryan Keith Humphrey, A.C.A., 21957; 62 Norton 
Gardens, Norbury, London SW16. 

Scade, Thomas Ian Inglis, A.C.A., 21964; Leslie Furneaux 
& Co, Barclays Bank Chambers, 141 Streatham High 
Road, Landon SW16. 

Sewel, "Joseph Barron, F.C.A., 21939; Price Waterhouse & 

3 Frederick’s Place, Old Jewry, London ЕСа. 

шышы David Michael, a.c.a., a1959; Luxon, West & Co, 
2 Wedgwood. Villas, Ford Park, Plymouth. 
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Sutton, Brian, A.C.A., ахдбо; Fuller, Worboys & Со, 
3 Derby Road, Ripley, Derby. 

Taylor, Eric Smith, в.С.А., 251949; W. Н. Payne & Со, 
253/258 Dashwood House, 69 Old Broad Street, London 

2. 

Taylor, Frank William, a.c.a., a1960; "С. A. Huntington 
& Co, 41 North John Street, Liverpool 2. 

Twitchen, Brian Frank Gerald, A.C.A., a1960; Barter, 
Durgan & Co, 378 London Road, Waterlooville, Hants. 

Williams, Thomas Andrew McDowell A.C.A., а1965; 
Andrew Williams & Co, 22 Irwell Chambers, 4 Fazaker- 
ley Street, Liverpool 3. 

Williams, William David, A.C.A., a1955; TPeat Marwick 
Mitchell & Co, 11 Chapel Street, Camborne, Cornwall. 
Woodage, David Arthur, A.C.A., a1965; B. C. Scurr & Co, 

Weybourne House, Alton, Hants. 
Yates, Rodney Brooks, A.C.A., a1962; Wenham, Major & 
Clarke, 89 Cornwall Street, Birmingham 3. 


Re-Admission to Membership 


Subject to payment of the amounts required by the 
Council, one former member of the Institute was re- 
admitted to membership under clause 23 of the 
supplemental Royal Charter and one former member 
under bye-law 38. 

It was reported to the Council that the following 
re-admissions, made at the Council meeting on October 
6th, 1965, subject to payment of the amounts required, 
had become effective: 

Berman, Sidney, A.C.&, 451932; 16 Hillsea Avenue, 

Heysham, Lancs. 

Ward, Arthur Kendal, F.c.a., a1920; 4 St Mary's Lane, 

‘Tewkesbury, Glos. 
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Changes of Name 


The Secretary reported that the following changes of 
name have been made in the Institute's records: 


Orders, Derek Clive, to Orders, Derek Clive d'Arcy. 
Sitaram, Govind, to Anderson, Pau]. n 


Deaths of Members 


Тће Council received with regret the Secretary's 
report of the deaths of the following members: 


Mr Arnold Leslie Bersey, Е.С.А., London. 
» Jack Geoffrey Borrett, r.c.4., London. 
» Frank Charlton, F.c.a., London. 
» Sydney Croudson, F.C.A., Leeds. 
» Maneck Ardeshir Davar, r.3.a.a., Calcutta. 
» Benjamin Enos, A.8.A.A., Accra. 
» Alexander Key Fison, M.C., B.A., F.C.A., London. 
» William Kenneth Fox, F.c.A., Carshalton. 
» Thomas Crumpton Knight, F.c.a., Pretoria. 
» Leslie Mortimer, ¥.c.a., Bradford. 
» Frank Louis Pitcher, Е.С.А., Grimsby. • 
» Hugh Lewis Pryce, B.A., Е.С.А., London. 
„ Horace Rhodes, F.c.a., Halifax, Yorks. и 
» Edward Ellison Rooum, ¥.c.a., Bradford. 
» William John Soper, F.c.a., London. 
» John William Thompson, Р.С.А., Keighley. 
» Joseph Turner, в.С.А., Bournemouth. 
» Christopher Waller, F.c.a., London. 
» Stanley Wigzell, Е.С.А., Worthing. 
» CharlesPeregrine Heathcote Drummond Willoughby, 
"MLA, E,C.A., Vancouver. 
» Hugh Walker Wilson, O.B.E., T.D., F.C.4., London. 


MEMBERS' LIBRARY 


The Librarian reports that among the books and babers acquired by the Institute in recent weeks 
by purchase and gifts are the following: 


'The Accounts of Limited Company Customers; by L. C. 
Mather: (second edition.) 1965. (Waterlow, 215.) 

Auditing with tbe Computer; by W. S. Boutell. Berkeley, 
California. 1965. (University of California Press, 402.) 

Capital Gains Tax; by G. 5. A. Wheatcroft. 1965. (Sweet & 
Maxwell, 355.) 

Capital Gains Тах: the provisions of the Finance Act, 1965. 
Association of Certified and Corporate Accountants.) 
1965. (A.C.C.A., оғ.) 

Corporation Tax; by P. M. B. Rowland and J. E. Talbot, 
F.C.A. 1965. (Sweet & Maxwell, presented by J. E. 
Talbot, F.c.a. 352.) 

Corporation Tax: II ~ close companies provisions of the 
Finance Act, 1965. (Association of Certified and Cor- 
porate Accountants.) 1965. (A.C.C.A., 52.) 

The Economics of Managerial Decision: profit opportunity 
analysis; by C. R. Wasson. New York. 1965. (Appleton- 
Century-Crofts, 23s 6d.) 

Elements of Accounts: balance-sheet approach; by A. 
Baston: sixth edition. 1964. (Cassell, 12: 62) 

The Elements of Drafting; by E. L. Piesse and J. С. Smith: 
third edition. 1965. (Stevens, 255.) 

Guilty Men in the Office; by Н. P. Cemach, р.С.А. 1965. 


(Anbar Publications.) 

Income Tax Act... annotated . . . with amendments to 
1965...; by H. H. Stikeman. Toronto. 1965. (Richard 
De Boo, 685.) 


Information Technology in the Insurance Industry: the 
impact of electronic data processing on managerial pro- 
cesses, . .; by R. C. Goshay. Homewood, Illinois. 1964. 
(Richard D. Irwin, 37: 6d) 

International Monetary Co-operation 1945-65; by B. Tew: 
eighth edition. 1965. (Hutchinson, 155.) 

Investment Proposals and Decisions; by B. R. Williams and 
W. P. Scott. 1965. (George Allen & Unwin, 212.) 


Models for Decision: a conference . . 


Linear Programming: methods and applications; by S. I. 


Gass: second edition. New York. 1964. (McGraw-Hill, 
боз 6d.) x 


Management Accounting: text and cases; by R. N. Anthony: 


third edition. Homewood, Illinois. 1964. (Itwin, 652.) 
. (British Computer 
Society); edited by C. M. Berners-Lee. 1965. (English 


U.P., 252.) 
Monetary Theory and Practice; by J. L. Hanson: third 
edition. 1965. (Macdonald & Evans, 305.) 


The National Plan: Cmnd 2764. [Parliament]. 1965. 


(HMSO, 30s.) 


The Resale Prices Act; by H. Summerfield and I. Stanbrook. 


1964. (Charles Knight, 35s.) 


The Seaman’s Vade-mecum and defensive war by sea: 


containing . . . an essay on naval book-keeping. . .; by 
bc Mountaine. 1761. (Bow Windows Bookshop, 
7603. 


System Design for Computer Applications; by Н. N. Laden 


and T. R. Gildersleeve. New York. 1963. (Wiley, 575.) 


Systems of Social Accounts; by G. Stuvel. Oxford. 1965. 


(Clarendon Press, 405.) 


в and Foreign Private Investment in Indis; by 


C. Кћаппа. Calcutta. 1965. (Oxford and IBH 
Publishing, presented by the author.) 


The Taxation of Profits and Gains; by B. Webb. 1965. 


(Jordan, 275 64.) + 


Thomson’s Dictionary of Banking; by W. Thomson: 


eleventh edition by F. E. Perry and F. R. Ryder. 1965. 
(Pitman, 1052.) 


Transport Finance and Accounting; by С. A. Lee, F.C.A. 


1965. (Pitman, 3as 64.) 


A Treatise on the law and practice of Arbitrations and 


Awards ...; J. P. H. Soper: tenth edition by D. M. 
Lawrance and J. M. Williams. (Estates Gazette, 47s 6d.) 
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Electronics 


in the Office 


New Electronic Accounting Concept 
NEW concept in data processing, by combinr-g 
data from three sources — keyboard entry, mæ- 
netic memory and high volume backing store — 
was announced recently by the National Cash Regis.er 
Co Ltd. Known as the 395 system it is рагісша-у 


55 designed for the small- to medium-sized busin-ss 


AX 


but can also be used in branch offices or departments 
in larger organizations. 
Features incorporated in large computer systems =e 


„also offered by the 395: a powerful solid state pro- 


cessor; a magnetic disc memory; and punched-cad 
input, output and fast off-line sorting facilities. “ts 
memory control system enables data to be automatica_y 
*pigeon-holed' into selected memory locations. Бог 
example, during the tabulation of sales analy, 
selected items can be automatically sorted to produce 
a second management report without further сега 
handling or sorting. The console keyboard allows 
manual entry of variable data, and the console prin-=r 
permits considerable control over print format. 

In its full configuration, the system can offer a 
wide variation in operation. In completing a payroll 
routine it can prepare media for automating associated 
routines such as costing and year-end tax return as well 
as providing the input media for next week's рауге ]. 
Again, output punched cards enable the ргерагайот >f 
unlimited analyses within the system itself. 

It can be expanded as and when required from the 
basic console (costing in the region of £7,950) tc a 
full configuration of console, ‘off-line’ sorter-co-n- 
parator, on-line card punch, and what is claimed со 
be the world's smallest eighty-column card reader. 
The cost of the full configuration is арргохипа у 
£16,000. With the possible introduction of a decirzal 


currency in mind, the system uses a new floating-po-at | 


punctuation control. This permits the entry of either a 
full fourteen-digit decimal amount or a sterling amorat 
in £ s d and one-hundredths of a penny. 


E.D.P. Service for Stockbrokers - 
NEW company — Centre-File Ltd (a subsidi.-y 
of Birfield Ltd) ~ has been formed to prove 
comprehensive computing facilities for stockbrokers in 
the City of London. 

А. large ТВМ 360 computer is to be installed in 
Gillett House, London EC2, and will be linked 
directly to the offices of every participating fira. 
Information transmitted from a broker's office will be 
processed by the computer and the results relayed beck 
to the office where they will be printed on the app > 
priate documents. As far as the individual broker is 
concerned it is as though he has the exclusive servis 
of a powerful computer installed on his premises, 
without the need for expensive systems, programm-ng 
and operating teams of his own. 
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The essential feature of the service is that the 
computer is linked directly — is ‘on-line’ — to each 
stockbroker’s office. Consequently, immediate access 
can be obtained to the machire to answer a query the 
moment it arises, or to perforra jobs as and when they 
occur. Stringent safeguards will be incorporated in 
the system to ensure that eack broker can only obtain 
access to his own file records, znd that results intended 
for him can only be transmitted over the data link 
to the terminal equipment in his office. І 

'The first units of the computer will be installed in 
Gillett House next year, btt the service will not 
commence until mid-1967. Iritially, only four stock- 
broking firms will be connected to the computer. 
Later one firm per month wil be added. In 1968 it is 
planned to increase the size of the computer to provide 
data processing facilities for up to forty medium to 
large stockbroking firms. 


New Range of Computers from English 
Electric... 


LAIMED to be the first range in the world in 
which every centra! processor will have micro- 
integrated circuitry, English Electric-Leo-Marconi's 
recently announced System 4 range of computers 
comprises initially four processors designated 4/10, 4/30, 
4/50 and 4/70. Each model is = у compatible with all 
the larger cnes in the range. mt 
Micro-integrated circuitry. pioneered in Britain 
by Marconi, employs the technique of reducing the 
size and mass of electronic components now used 
in the familiar printed board circuits in, for example, 
transistor radios, to such a degree that the components 
are formed on semi-conducter chips only one-tenth 
of an inch square. This hae led to the greatly in- 
creased operating speeds of the System 4 computers 
because they are able to keep up with the very fast 
store cycle times — r:5 microseconds in the smaller 
machines and 077 microseconds іп the larger models. 
Multiprogramming, or time-eharing, is a feature of 
System 4. On the 4/50 and 4'70 models up to fifteen 
programs may be run on machine at the same 
time. The 4/10 and 4/30 can each run three programs 
at the same time. 


... and гст 


NEW full-scale compute- for those organizations 

where the investment necessary to install a larger 
machine cannot yet be justified because of the limited 
size of the organization's operations, has been in- 
troduced by International Computers and 'l'abulators 
Ltd. Known as I-C-T 1gor (it can cost as little as 
£20,000), it incorporates a new and simple program- 
ming technique so that no special skill is required to 
prepare jobs for the computer or to transfer work to 
it from punched-card installa-ions. 

А new and economical desizn of magnetic-tape unit 
employing 'push-in' cassette lcading has been specially 
developed for use with the 19c1 central processor. This 
unit does the same work as a conventional magnetic-tape 
unit, but at a fraction of the cost. Conventional tape 
units can be used, however, if required. 

'The new machine is fully compatible with all other 
I:C-T 1доо series computers, and a wide range of 
peripheral devices is available. A user starting with a 
comparatively small 1901 can therefore progress, step 
by step, to the largest system without the expense and 
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disruption previously involvec i in changing from one 
type of computer to another, Moreover, initial pro- 
gramming effort is not wasted as the system expands. 


Programs written for the 1901 can be run unchanged 
on the largest 1900 series machines. 


Guide on Computer Education 


Аса ка cm list detailing 224 academic, 
industrial and commercial courses run by 
universities, colleges of advanced technology, technical 
colleges, professional institutes, and consultants has 
just been issued by Тће British Computer Society. 

Prepared by the Society's Education Committee (it 
. does not include computer manufacturers! courses), 
the list is cotapreheaeye not only in the number of 
courses shown, but also in the analysis of course 
content. А. division is made between courses which 
are primarily about computers, and those which are 
primarily concerned with computer techniques. Further 
tabulation gives a complete breakdown of the length 
of the course, syllabus level, bias, etc., and is in itself an 
exercise in computing, all the information having 
been transferred to punched cards for ease of data 
retrieval. Consideration is being given to analysing this 
data by computer to obtain the detailed information 
required by the various working parties of the Society's 
Education Committee. A supplement, which will 
contain details of further courses not included in 
the present list, is due for publication next month. 
Copies of the present list are obtainable from the 
Society, Finsbury Court, Finsbury Pavement, London, 
EC2, price 45. 
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` Computer Time Brokerage Service 


NA'TION WIDE computer time brokerage service, 

is to be set up to put unused computer capacity 
tc work and to make low-cost computer time facilities 
available to a wider range of British companies was 
announced recently. Known as Computime (a division 
of The Computer Office Ltd, of London), the new 
service claims that it can save an existing computer 
installation between £2,500 and £25,000 per annum 
and at the same time radically expand the number of 
computer time users in Britain. 

Even with the spread of computer bureaux, the rate 
of computerization in the United Kingdom has not 
reached the level of the United States and other 
competitors in the world's markets, and very few 
existing computer installations, it is claimed, use their 
existing plant to its full capacity. Smaller companies 


1 


who could justify the use of computer techniques, · 


but for whom the costs of computer equipment or 
time has been excessive until now, may well stand to 
gein the most from this scheme. 

One of the principal reasons that surplus computer 
time has not been used very much to date has been the 
problem of getting а job running for a new user. 
No-one has had the spare staff to design a system, 
program it, test it and get it running unless they 
‘were actually a computer bureau. Through its link 
with The Computer Office, Computime will be able 
to offer this service backed up by a full systems design 
service, specially priced and orientated to the needs 
of those companies using computer techniques for the 
first time. 


Opportunity and Responsibility 


Comments on the Accountant's Role at Dunstable Dinner 


‘In the field of computers, we are determined not to 
stand by while others take the lead', declared Mr 
C. J. M. Bennett, M.A., Е.С.А., a member of the Council 
of The Institute of Chartered Accountants in England 
and Wales, at the annual dinner of The Beds, Bucks 
and Herts Branch of the London and District Society 
of Chartered Accountants beld at Dunstable on 
‘Tuesday of last week. 

Mr Bennett, who was responding to the toast of 
"The Institute of Chartered Accountants in England 
and Wales’, emphasized that it was essential, in 
these days, that accountants skould know and under- 
stand what other professional and business men were 
doing and how they were thinking ~ particularly at a 
time when the 1965 Finance Act and that ‘strange 
new animal, the computer, cast their shadows upon 
us’. 


Two Challenging Fields 


In the two fields of taxation and computers there 
was both opportunity and responsibility. That there 
was opportunity in the field of taxation had been 
demonstrated by the ‘stagge-ing demand’ for the 
' Institute's two booklets on corporation tax and capital 
gains tax. There must also be opportunity in the field 
of the computer, Mr Bennett continued, but here 
accountants’ interests overlap ~ perhaps even compete — 


'with engineers, 


economists, statisticians, mathe- 
maticians and operational research men. But the 
Institute was determined not to stand by while others 
took the lead. ‘We have answered the challenge and 
are aware of its implications,’ he declared. 


Management Information 

‘The Institute’s Technical Officer’, Mr Bennett said, 
‘is actively engaged in operational research and many 
of our members, both in practice and industry, are 
playing a leading part in providing management 
information and are working on computer studies and 
applications — and by doing so they are taming, to our 
use and benefit, this intimidating ‘“‘beast’’.’ 

Praising the work done to encourage the spirit of 
‘get together’ by the Society, he said members had 
mounted their own courses, had met at seminars, and 
had organized discussion groups. As a result, they 
were in touch with the views of a wide cross-section 


of the profession and so could, and did, help to keep a 


the Institute informed on the trends of professional 
opinion and to keep it in touch with reality. 

'The toast to the Institute was proposed by Mr 
C. J. F. Barker, managing director of L. Rose & Co 
Ltd. The toast to “The Guests’ was proposed by the 
Chairman of the Branch, Мг T. A. Parry, F.c.a., and the 
Bishop of Bedford, the Rt Rev. John Trillo, responded. 
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Purchasing Officer 
saves £150 a year 
on order sets. 


Gains 

greater efficiency 
and 

saves time 


That is an authentiz example of the way in which 


‘SPEEDISET’ 


the instant business form, can help to cut costs and promote 


greater efficiency. The ideal form-set for Purchase Orders: 


Call the Paragon man and invite him to show you the facts and figures of 
the above example. You will be impressed. Note: There's a Paragon man in your 
vicinity, awaiting your call., 


LAMSON PARAGON LTD 


PARAGON WORKS -ONDON E16 
TELEPHONE ALBERT DOCK 3232 


MEMBER OF THE LAMSON INDUSTRIES GROUP 
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INVESTIGATIONS 


Confidential investigations in civil, criminal 
and commercial cases. Internal larcenies and 
cases of conspiracy, fraud and embezzlement 
investigated. Surveillance. Bona fides of indi- 
viduals and business concerns investigated. 
Financial inquiries. Patent infringements 
and misuse of trade-marks investigated. 
Cases of corruption and leakages of com- 

. mercial and industrial information inves- 
tigated. Specialist security services. 





“ K & J form design service | 
is available all over the ~ 
United Kingdom т 






W. J. KING'S DETECTIVE BUREAU LTD 


CHANCERY HOUSE 
53/64 CHANCERY LANE, LONDON WC2 


HOLborn 0343-4-5 — рама 
ост NERS, 


KENRICK AND 
JEFFERSON LTD 
Systems Printers 


WEST BROMWICH 
STAFFS. Phone 1001 


The Institute of Internal Auditors 


(Incorporated in November 1941 under the laws of the State of New York.) 


The Institute is the outgrowth of the belief on the part of internal auditors that an organization was 
needed to develop the true professional status of internal auditing, and that a medium should be provided 
for interchange of ideas and information among those engaged in its practice. 

The Institute has a world-wide distribution of eighiy-four Chapters with a total membership of 
over 6,000 representing 2,300 organizations. 


UNITED KINGDOM я . 
Chapters meet in London, North-west England ‘usually Lancashire), Newcastle upon Tyne, 
Birmingham, Glasgow, Yorkshire (usually Leeds). 

An inaugural meeting to form a South Wales Chapter, was held at The Royal Hotel, Cardiff, on 


November 10th, 1965. 


CLASSES OF MEMBERSHIP А 
(а) Members. – Open to persons who are responsible іп a managerial or supervisory capacity for the 
Internal Auditing activities with their organization. of 
(b) Associate Members. ~ Open to practising accountants and others whose work is closely related to 
Internal Auditing. 

(c) Junior Members. – Open to persons who poem internal auditing functions but have no administra- 
- tive or supervisory duties in-connection therewi 
Membership includes the receipt of a quarterly ш annual conference papers and research reports. 


Seventh West European Regional Conference – Whitley Bay, Northumberland ~ October 19th—21st, 1966 


Inquiries should be addressed to the 
DIRECTOR RESIDENT IN LONDON, MR J. O. DAVIES, F.C.A., A.C.W.A., THE CHIEF INTERNAL 
AUDITOR OF THE NATIONAL COAL BOARD, HOBART HOUSE, GROSVENOR PLACE, LONDON SWI 
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President's Comments on 


4- : 


Finance Act Problems 


South Eastern Society of Chartered Accountants’ Dinner 


AXA'T'ION was being used by the Government 

as an instrument of policy, the President of Тће 

Institute of Chartered Accountants in England and 

Wales, Mr Robert McNeil, F.c.A., told 500 membere 

and guests at the annual dinner of the South Eastern 

Society of Chartered Accountants in Brighton om 
Friday of last week. 

' . It was unfortunate, said Mr McNeil, that the 
heaviest taxation burdens were to fall on certai 
sectors, namely private companies and overseas trade 
corporatfons. One came, somewhat regretfully, to the 
conclusion, he suggested, that here was taxation being 

used as an instrument of policy, and that the Govern- 

' ment was interested in obtaining larger units in com- 

merce and industry at the expense of the smaller ones 

Mr McNeil, who was responding to the toast to the 

Institute, referred to the effects of the 1965 Finance 
Act and said the Act would have been complex tc 
achieve what the Chancellor wanted — or thought he 
wanted — but it was wellnigh incomprehensible ir 
view of the numerous sections which were devotec 
to anti-avoidance legislation and, once more, unfor- 
tunately, by reference back to previous taxing Acts. 


Much to Criticize 

On the capital gains tax, there was again much te 
criticize, said the President. No provision had beer. 
made for the effect of inflation and the cost of admini- 

, stration he thought would be ‘quite terrific’ in relation 
the ordinary s transactions of the investor whe 
Дзе changed his securities — or perhaps evex 
sold his stamp collection. ТЕ professional assistance wa= 


> 
2. 
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required then this would be a further expense on the 
taxpayer himself. 

Mr McNeil said that he thought he could sgy — 
in fact he knew he could say — that the Stock Exchange 
was very worried about this tax not only because of 
loss of business but because of the method of finance, 
by loan stocks at comparatively high rates. It was 
not a good cne in the interests of the nation as a 
whole. . 


Entertainment Expenses 


'The President said he was also concerned about the 
Government's disallowance of entertaining expenses 
Any legislation that said ап expense had not пене 
in the earning of profit, when it had, was bad legis- 
lation he suggested. He added that it might well have 
been necessary for the Chancellor to have dealt with 
the abuses of the old system of entertainment expenses 
but it was no answer to adopt an ostrich attitude and 
say that no entertaining allowances were to be allowed 
at all unless they were incurred with a foreign buyer. 

‘What worries me about this legislation’, the 
President went on, ‘are the steps being taken to evade 
the tax. Where you get a tax of this description, which 
is not accep-able to the normal taxpayer, resistance 
builds up and pressure eventually comes on the 
accountant to ићи or close his eyes to the evasions 
which were taking place 

This, of course, accountants could not and must not 
do. Once they left out truth and integrity from either 
the preparation of their accounts, or the information 
they supplied on them to the Board of Inland Revenue, 


At the reception before the 
dinner held at the Hotel 
Metropole, Brighton. Left ѓо 
right: Mr R. McNeil, Р.С.А., 
President of the Institute, Mr 
W. Н. Minter, в.С.А. Presi- 
dent of the South Eastern 
Society, Mr E. Roy Lawrence, 
M.A., Under-Sheriff of Sussex, 
and Mr Dudley G. Seers, 
M.A., Director-General | of 
Economic Planning, 

of Overseas Development. 
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they would have thrown away a position and reputation 
which had been built up painfully over countless years 
and which represented the whole of their heritage. 

Earlier, proposing the toast.to “The Institute’, 
the Director-General of Economic Planning at the 
Ministry of Overseas Development, Mr Dudley G. 
Seers, M.A., said it was now being recognized that 
money alone was not the answer to the problem of 
overseas development. Professional people were needed 
to reconstruct the modern way of life in developing 
countries. 

Proposing the toast to the Guests, the President 
of the South Eastern Society, Mr W. H. Minter, 
F.C.A., said it was the first time that a Sussex accountant 
had reached the high office of President of the Institute. 
Mr McNeil had been President of the South Eastern 
Society in 1047-48 and had served on the Council of 
the Institute since 1953, before now becoming 


Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Notification of Examination Results 


Subject to unforeseen circumstances, a list of candidates 
successful at the September 1965 Intermediate 
examination of The Institute of Chartered Accountants 
in England and Wales will be displayed at the tem- 
porary offices of the Institute, 56/66 Goswell Road, 
London EC: (not Moorgate Place), on Tuesday, 
November 23rd. The list will be published in The 
Accountant on November 27th. 

In addition, each candidate may expect to receive 
by post -at the earliest on Monday, November 22nd, 
a notice stating whether he has passed or failed, 
together with details including ud prize awarded or, 
if unsuccessful, particulars of his performance in 
individual papers. 

The Institute cannot give information of results by 
telephone or telegram and cannot entertain inquiries 
as to whether results are available. 


PROFESSIONAL NOTICES 

Messrs BRADFIELD, CHAPMAN & Co, Chartered Ac- 
countants, of 8 Oxford Street, Nottingham, announce 
that Mr C. W. Н. Morrow, F.c.a., has been admitted 
to. partnership. The name of the firm remains 
unchanged. 

Messrs BarToN MavuHEW & 'l'URQUAND YOUNGS 
announce the opening of their new office at 78 Quai des 
Chartrons, Bordeaux (Gironde), France. 


Messrs Нил, VEgLLACOTT & Banery, Chartered 
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President. Amid applause, he expressed the Society's 
warmest congratulations to Mr McNeil. ' 

In a witty response on behalf of the guests, the 
Under-Sherif of Sussex, Mr E. Roy Lawrence, M.A., 
amusingly listed the reasons why, as 8 solicitor by 
profession and in holding his Sheriff’s post, he was, 
or was not, the accountant's friend. 


The evening also marked the presentation by the. 


President of the Institute of an official badge of office 
to Mr J. H. Mitchener, F.c.a., President of the newly- 
formed Southern Society of Chartered Accountants. 
'The President said the new badge of office, very 
modern in conception, was subscribed to by the Past 
Presidents of the area to mark the ‘emancipation’ of 
Hants and Dorset members from the South Eastern 
area. The South Eastern Society's area had grown so 


large, he added, that the split into separate districts was 


more than justified. 


Accountants, of 9 Upper Queen Street, Belfast 1, 
announce with regret the death on October 22п4, 
1965, of Mr W. L. Н. Коррем, F.C.A., who had been a 
partner in the firm since November 1st, 1964. 


.Mr Екс J. V. Нотт, F. C.A., announces the termina- 
tion of his present practice, in the giving of personal 
advisory services to clients in Ј apan, as from December 
3186, 1965, to accept a full-time appointment ав 
financial advisor to the JARDINE MATHESON GROUP in 
Hong Kong from January rst, 1966. 

Messrs WHALE, BAnNETT & Co and Messrs ALEX 
Parkes, Wesrmacotr & Co, Chartered Accountants, 
announce that the two practices have become associated 
from November rst, 1965. ae partners in WHALE, 
Barnett & Co are now Mr К. E. HAWXKES, F.C.A., Mr 
D. S. Lewis, Е.С.А., and Mr J. S. BOREHAM, A.C.A., and 
in ALEX PARKES, Westmacott & Co, Mr D. 5. 
Lewis, Mr R. E. HAwxzs and Mr J. S. Borzuam. Both 
practices are being carried on from 59-60 Broad Street 
Avenue, London ЕС». У 


SIR BASIL SMALLPEICE 


Sir Basil Smallpeice, K.c.v.0., B.COM., Е.С.А., has been 
appointed chairman of Cunard Steam’ Ship "Company 
in succession to Sir, John Brocklebank, who has 
retired. Sir Basil a former managing director of 
British Overseas ' Airways Corporation, joined the 
board of Cunard in April 1964 and became deputy- 
chairman last June. 

It was announced on Tuesday that Sir Basil has also 
been appointed chairman of the board of governors of 
the English-speaking Union of the Commonwealth. 
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QUEEN'S AWARD TO INDUSTRY 


Chartered Accountant Appointed to 
Advisory Committee 
'Sir William McFadzean, KT., COMP.LEE., -C.., 
"chairman, British National Exports Council, has been 
appointed a member of the committee which is -o 
advise on the choice of candidates for the Queers 
Award to Industry. 

The award (referred to in our issue of August 14, 
which is to be announced annually on the Queens 
Birthday will go to British companies registered ard 
resident in the United Kingdom to mark industrial 
efficiency in exports and technology. 


IN PARLIAMENT 

Appeal Hearings 
Mr WiLLIAM CLARK asked the Chancellor of the 
Exchequer whether he will issue instructions to tke 
Inland Revenue that where a notice of meeting cC 
,Commissioners, following an appeal, is sent to the 
"appellant, и will be sent to the agent acting fcr 


such appe 
Mr МасПевмот: No. The Income Tax Act 
provide for notice to be given only to the appellan- 
I understand that in many divisions the Clerk to = 
Commissioners and in others the Inspector of Тахе 
on behalf of the Clerk, arranges for the taxpayers 


agent to be informed of an appeal hearing. 
Hansard. Nov. 1st, 1965. Written answers, col. 122 


Pension Schemes: Tax Relief 


Mr BzANEY asked the Chancellor of the Exchequer 
what is the estimated amount to be paid in the form cf 
tax relief for the year 1964~65 in relation to all indus- 
trial and other occupational pension schemes and selt- 
,employed schemes, giving tax relief to employer=. 

mployees, the self-employed and the investment i= 
come of superannuation funds separately. 

Mr MacDznMor: The estimated costs of these ta: 
reliefs for 1964—65 are about £65 million for employee: 
about £5 million for the self-employed and abou 
£35 million for the investment income of superar- 
nuation funds (including income of assurance com- 
panies’ annuity funds exempted under section 24 of the 
Finance Act, 1956). If employers’ contributions t 
these schemes had not been deductible in computinz 
business profits the additional tax payable for 1964-6 
would have been about £160 million. ° 


Hansard. Nov. 1st, 1965. Written answers, col. 122. 


Rolls Razor Ltd: Investigation 


Captain Кевву asked the President of the Board cf 
Trade when he expects to receive the report of Sx 
Harry Benson and City accountants on their investige- 
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tions into th» John Bloom collapse; and what considera- 
tions are delaying the publication of this report. 

Mr Jay: The inspectors appointed by the Board of 
Trade to investigate the affams of Rolls Razor Ltd 
have made good progress, and I expect to receive their 
report early in December. A decision about its publica- 
tion will be made as soon as possible after its receipt. 


Hansard. Nov. 2nd, 1965. W-itten answers, col. 160. 


Interest, Profits and Divicends: Remittance 


Sir J. Ерех asked the Secretary of State for Com- 
monwealth Relations what further progress he has 
made in having removed the restrictions imposed by 
the Ceylon Government on remittances to individual 
British shareholders of rupee and sterling companies 
incorporated in Ceylon. 

Mr Ствржум Носнев: In his Budget speech on 
August oth, the Ceylon Finance Minister said that the 
moratorium on the remittance of interest, profits and 
dividends was a hindrance to Ceylon's attempts to 
encourage foreign investment and stigmatized it as 
wrong in principle and unsound in that it caused the 
accumulation of liabilities. 'TEe Minister authorized 
the remittance in August of -he equivalent of Rs2 
million as an earnest of his Government's intentions in 
this regard. 


Hansard, November 4th, 1765. Written answers, 
col. 233. 


EAST ANGLIAN SOCIETY OF 
CHARTERED ACCOUNTANTS 


New President 


Mr E. Е. С. Turner, F.c.a., a partner in the firm of 
Harman & Gowen, Chartered Accountants, of Norwich, 
has been elected President of tke East Anglian E 
of Chartered Accountants 
for 1965—66. 

Born in Middlesex, Mr 
Turner wa3 admitted to 
membership of the former 
Society of Incorporated Ac- 
countants in 1937. He moved 
from London to Norfolk in 
1947 after war service in 
East Africa and the Far East. 
Mr Turner was honorary 
secretary of che East Anglian 
District Society of Incor- 
porated Aczountants from | 
May 1955 u» to the time of мер Gi Tumer 
integration, when in 1958, he became a member of the 
committee of the East Angliar Society of Chartered 

- Accountants. He has also served as a member of the 
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District Technical Advisory Committee, of which he 
is at present Vice-President, and has been active in 
connection with Students’ Association matters, being 
a member of the Students’ Tuition Committee. 
Outside his professional activities, Mr Turner’s 
~ interests include the organization of Men's Clubs and 
he is а member of the Local Parochial Church Council. 


Other officers elected for 1965-66 are as follows: 
- Vice-President: Mr R. Н. Taylor, ¥.c.a. 

Hon. Secretary and Treasurer: Mr H. Robinson, F.c.a., 
c/o Messrs Robinson & Co, 4 Elm Hill, Norwich, 

The following retiring members of the Committee were 
re-elected: Messrs А. N. Myers, Р.С.А., of Cambridge; 
J. B. Sanderson, B.COM., F.C.A., of Ipswich; A. E. Shaw, 
F.C.A., of Norwich; and J. E. "Squires, F.c.A., of Cam- 
bridge. y 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


'The first luncheon meeting of the present session of 
the London and District Society of Chartered Account- 
ants will take place next Wednesday at the Connaught 
Rooms, Great Queen Street, London WC2, at 12.30 
for 1 p.m. 

The theme of this year's meetings is again ‘Look at a 
chartered accountant’, and the guest speaker next 
Wednesday will be the Rt Hon. Lord Sherfield, G.c.B., 
G.c.M.B., chairman of. Industrial and Commercial 
Finance Corporation Ltd. 


NORTH LONDON DISCUSSION GROUP 


The North London Discussion Group of Chartered 
Accountants will meet at the Russell Hotel, Russell 
Square, London WC1, next Wednesday, November 
17th, at 6 for 6.30 p.m. 

The subject of the meeting will be ‘Working papers 
and the related problems of training staff’, and it is 
hoped to show extracts from a slide presentation used 
by a member of the group for training new staff. 

Chartered accountants wishing to attend, and not 
already on the mailing list, are asked to contact the 
Hon. Secretary, or Mr Stanley Dent (chairman), 
at 40 New Oxford Street, London WC1 Telephone 
Chancery 2211. 


THE ACCOUNTANTS’ CHRISTIAN 

FELLOWSHIP 
The Federation of London Christian Unions will hold 
a united meeting at 6.15 p.m. next Wednesday, 
November 17th, at City Temple Hall, Holborn 
Viaduct, London ЕСт. The speakers will be The Rt 
Rev. Bishop A. W. Goodwin-Hudson, TH.D., and a team 
er of the Billy Graham Greater London Crusade 
1966 
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SOCIETY OF LONDON 
Lecture Meeting 


Mr B. D. Barton, M.A., F.C.4., and Mr D. G. Richards, 
F.C.A., will givea demonstration о of valuing theshares of a- | 
private company, in which the audience will participate, ' 
at 5.30 p.m. on Monday next, November 15th, at The 
Little Ship Club, Bell Wharf Lane, Cannon Street, EC4. 
Speakers' Course 

'T'he second practice debate in this session's speakers' 
course will be held in the Society's Common room at 
43 London Wall, EC2, at 6 p.m. on Wednesday next, 
November 17th. 


SOUTHEND-ON-SEA CHARTERED 
ACCOUNTANTS' GROUP 
'The annual general meeting of the Southend-on-Sea' 
Chartered Accountants! Group was held at the Westcliff 
Hotel on October 28th. 

'T'he chairman reported a satisfactory year апа mem- 
bership now totals eighty-seven. Satisfactory repo 
were received from the treasurer and the secretary. The 
following officers were elected for the ensuing year: 

Chairman: Mr E. W. Matthams, F.C.A., A.C.W.A. 

Vice-Chairman: Mr E. H. R. Martin, F.c.a. 

Secretary: Miss M. D. Honey, А.С.А., Baryta мш, 

29 Victoria Avenue, Southend-on-Sea. 

Treasurer: Mr L. H. Brazier, n 

Press Officer: Mr А. R. Clark, А.С. 

Committee: Mr J. Clough, A.C.A., and Mr C. H. Pilgrim, 

A.C.A. 

The secretary reported that the annual dinner of 
the group has been arranged for Tuesday, December 
2185, at Garon's banqueting suite. 


ACCOUNTANTS' MEETING 

The forty-first annual general meeting of the British 
Association of Accountants and Auditors Ltd, in- 
corporated іп 1923, was held last Saturday at the’ 
Coburg Hotel, London W2. Mr John Rankin, o.B.&., 
M.P., was re-elected President; Lt-Col. J. L. Licence, 
т.Р., was re-elected Chairman; and Mr С. Е. Garrad, 
Vice-Chairman. 


ANNOTATED TAX CASES 

Part 3 of Volume XLIV of the Annotated Tax Cases, 
edited by Mr Peter Rees, of the Inner Temple, 
Barrister-at-law, is published today and contains 
reports, with notea on the judgments, of the following 
cases: Bowden o. Russell & Russell (Ch.D.); Bulkeley- 
Gavin v. C.I.R. (С.5.); Lewis Emanuel & Son Lid v. 
White (Ch.D.); Fleming v. Bellow Machine Co Ltd 
(Ch.D.); Andrew v. Taylor (Ch.D.); Marsden v. 
C.I.R. (Ch.D.). 

The annual subscription is sos post free and the 
publishers are Gee & Co (Publishers) Ltd, 151 Strand, 
London WC2. 
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Warning Light 


ROM wages policy to incomes policy, from pay pause to 

guidinz light and then to various norms; whatever its guise 

and waatever the political complexion of its sponsors, the 
incomes рошсу has had a chequered history. Mr Емосн POWELL 
has declaree it to be unworkable or unnecessary, and even Mr 
CALLAGHAN Паз recently implied that his colleague's policies have 
yet to show results. 

Mr Bnow-z's latest effort is represented by the statutory require- 
ment imposed on firms to notify the appropriate Government 
department >f any intention to increase prices, Not merely is four 
weeks’ prior warning requi-ed, but the proposed increase must be 
justified by —eference to past trends of sales and costs, together 
with any otk=r factors relevant to the proposed increase. This is the 
reverse side of the coin which requires trades unions to notify the 
Trades, Unien Congress of pending claims. 

'The bulk of the prices affected are those of consumer goods, 
and Mr AUSTIN ALBU, Minister of State in Mr Brown’s depart- 
ment, has seight to justify this policy on the grounds that these 
goods are those most relevant to the cost of living. This is hardly 
a conclusive argument because, in the present state of the market 
for labour, t-e cost of living is only a minor factor in determining 
the pace of vage increases. Indeed it can be argued, as did a White 
Paper, that i-creases in the zost of living are no economic justifica- 
tion for wagz awards. 

The princple underlying the latest action is clear enough. It 
is to provide a deterrent ta employers from acquiescing in wage 
demands om the assumption, borne out consistently in practice 
for the past —wenty years, that any increase can be passed on in 
higher prices to the consumer. Whether the new policy can provide 
more than a zlight psychological deterrent remains to be seen; the 

"delays involzed in references to Government departments and 
possibly to tze Prices Review Board may help slow down margin- 
ally the pace of inflation. The policy might also squeeze profits to 
the point at which the Government could seek to sell the policy 
to the union: for their support for wage restraint, but past experi- 
ence suggests this is a vain hope. 

The real Esue arises when the employers have been driven to 
grant the іпстеаѕе in wages; is it seriously suggested that prices 
be held dowa? If so, a new era of price regulation and control will 
have begun. Yet in the longer run this policy is futile unless the 
inflationary 2ressure generating new pay claims is reduced. 
Deflation з#1] remains the most effective weapon to aid Mr 
BROWN. 


CORPORATION TAX 


Directors' 


HE maximum overall deduction for direc- 

tors’ remuneration under section 74 (3) (a) 

of the Finance Act, 1965, is £13,000, 
assuming that this exceeds 15 per cent of the 
profits. Of course it applies only where there are 
four directors (£4,000 + £3,000 + £3,000 + 
£3,000) and they must all be employed for at 
least half the accounting period. If there are only 
three such directors for at least half of the 
accounting period, the maximum is {10,000 
(£4,000 + £3,000 + £3,000); if only two, it is 
£7,000. Nothing is added to this maximum for 
the remuneration of directors who are not full- 
time; they must apparently work for nothing. 
The subsections are not concerned with a single 
full-time director since in any case the company 
must always be entitled to £4,000. This irreducible 
minimum seems to be available to every com- 
pany. Thus it seems to be possible for a company 
to hive off part of its business to another company 
in order to increase the aggregate minimum from 
£4,000 to £8,000. We doubt the suggestion that 
the Inland Revenue could counter this by a 
direction under section 28 of the Finance Act, 
1960. 

A full-time director need be required to de- 
vote only ‘substantially’ the whole of his time 
to the service of the company. It is common 
for groups to have a group managing director 
who is required to devote his time to the group as 
a whole. This does not comply with section 74 (3). 

So far we have assumed that the company is 
a close company throughout the accounting 
period. If for part of the period it is not close, 
then the disallowance is cut down propor- 
tionately. 

*Remuneration' includes the sums which are 
brought in to charge under Schedule E by the 
provisions relating to expenses payments and 
benefits in kind, less the amount which is 
allowed as expenses (section 89 (5)). On the other 
hand, certain remuneration paid to directors 
carrying on trades and professions is allowed 
without restriction. This is because section 89 
(5) incorporates section 63 (2) of the Finance Act, 
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1947, which made a similar concession for 
profits tax purposes. There are two categories of 
payment which enjoy the concession. The first 
i3 payment to a director who trades or carries on 
a profession, where the payment is a revenue 
receipt of that trade or profession. The second 
is a payment to a director who is a member of a 
profession, for his professional services either: ' 
zs solicitor or accountant, or services of such a 
nature as to be connected with the company's 
business and not secretarial or managerial. 
'Ihis payment must be made to him as an 
employee, not as a director. 

In view of the drastic restrictions on the de- 
duction of directors' remuneration, it may be 
helpful to look again at some of the definitions 
in Schedule 18 to the Finance Act, 1965. Para- 
graph 6 (2) says that 'director' includes the 
following: 

(1) Any person occupying the position of 

director by whatever name called. 

(2) Any person in accordance with whose 

directions or instructions the directors [sic] 

are accustomed to act. x 

(3) Any person who: 

(а) is а manager of the company or other- 
wise concerned in the management of 
the company's trade or business; and 

(b) is remunerated out of the funds of that 
trade or business; and 

(c) is, either on his own or with one or more 
associates : 

(i) the beneficial owner of; or 
(ii) able directly or through the medium 
of other companies or by any other 
indirect means to control 
20 per cent or over of the ordinary share 
capital of the company. 
"Ordinary share capital’ means all the company's: + 
issued share capital by whatever name called, 
other than capital the holders whereof have a 
tight to a dividend at a fixed rate or a rate 
fluctuating in accordance with the standard rate 
of income tax, but have no other right to share 
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` in the profits of the company. This definition of 
ordinary share capital is the same as in section 
42 (3) of the Finance Act, 1938, in relation to 
i. profits tax, and as in section 17 (6) (a) of tae 
^ Finance Act, 1954, in relation to reconstructiors. 
Although for the purposes of Part III of the 1955 
Act, ‘shares’ include ‘stock’ (section 45 (1)) there 
is no similar provision in Part IV. Moreover 
section 45 (1) provides that shares comprised in 
an allotment letter ‘or similar instrument’ shall 
be treated as issued unless the right to the sharzs 
remains provisional until accepted and there has 
been no acceptance. Here again there is no 
' - similar provision in paragraph 6 (2). 
The definition of ordinary share capital o>- 
. viously excludes the preference share which 
receives only a fixed dividend, is not redeematle 
X at a premium, and does not share in surplus assets 
on winding up. However, it is not clear whether 

a right to share in surplus assets would rcb 

it of its immunity. 

The corresponding profits tax provision n 
relation to ‘managers’ was restricted to the case 
where the manager was the beneficial owner of 
20 per cent of the ordinary share capital. Bat 
under paragraph 6 (2) a manager becomes a 
director if ‘with one or more associates’ he bens- 
ficially owns 20 per cent of the ordinary share 
capital. What does this mean? Must he be joint 

ү. owner with them, to be caught? Or is it enough if 
' he owns one ordinary share and they own tke 
remainder of the fatal 20 per cent? Suppose Ге 
owns no shares at all. Is his remuneration to Le 
restricted simply because his associates together 
own 20 per cent? We would say not. 

Not merely beneficial ownership is fatal. If he s 
able to 'control' 20 per cent of ordinary зћазе 
capital, either alone or with associates, he s 
caught. What does ‘control’ meañ here? When 
the accountants of a close company compute 
the profit for corporation tax purposes they 
will need to make the most searching inquiries 
about the managers, or persons ‘concerned in the 
management’, whatever that means. 

One thing is clear. If a person falls into category 
20) of directors, he cannot be а whole-time service 

director. The definition of this person is a 

director who: 

(1) is required to devote substantially the who 

of his time to the service of the company ia 
a managerial or technical capacity ; and 
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(ii) is not, either on his own, or with one or 
more associates : 
(a) the beneficial owrer of; ог | 
(b) able, directly or through the medium 
of other compan'es or by any other 
indirect means, fo control more than 
5 per cent of the ordinary share capital. 
If we are right in thinking that associates cannot 
be reckoned where the director alone has no 
beneficial interest in or control over shares, it 
follows that a director could achieve whole-time 
service status by giving all his shares to his wife, 
assuming, of course, he worked full-time. 
This reference to full-time working applies also 
in the cas» of what we cal ‘full-time directors’ 
who are defined in section 74 (4). They are 
directors who: 
‘are required to devote substantially the whole 
of their time to the service of the company in a 
managerial or technical capacity’. 
What does ‘substantially the whole of his time’ 
mean? As regards full-time directors, one must 
bear in mind that they qualizy if the company has 
them ‘for half or more of tke accounting period’. 
This is highly reminiscent of the tax definitions 
of *working proprietor' for -he purpose of excess 
profits duty (Finance Act, 1920, section 45 (1)) 
and for the purpose of excess profits tax (Finance 
(No. 2) Act, 1939, section 13 (2) as amended by the 
Finance Act, 1940, section 3: (1)). In two respects 
they are diferent however. The reference was not 
to ‘the whole of kis time’ but to ‘full time’. 
Furthermore there was no reference to what the 
person was required to do, but what he in fact did. 
Even so, ‘full-time’ was ccnstrued as ‘his full- 
time’, not merely what the business required 
(Textile Materials Co v. С.1.К. (2 A.T.C. 313)). 
However, one does not have to work twenty-four 
hours a day; ordinary business hours are in 
contemplation (Smart v. C...R. (28 А.Т.С. 52)). 
It might well be that a business was entirely 
seasonal, such as a restaurant in New Brighton. 
Making up accounts for twelve months meant 
that the proprietors could never qualify as 
working proprietors because the season was less 
than six months (Wilkie, Neck & Smith v. 
СЛ. (25 A. T.C. ттт). Conversely, working half 
time for the full accountiag period does not 
satisfy the requirement of fill time for half the 
period (C.IL.R. о. Alexander Stirling Lid (22 
A. T.C. 158)). (Concluded.) 
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Securities and Growth 


by A BUSINESS ANALYST . 


personal savings, corporate savings, credit 

and Government sources. These funds are 
mainly used for purchase of homes, financing 
Government activities, expansion of business 
capital assets and inventories, etc. Personal 
savings flow into financial and non-financial 
assets. The best yardstick of personal savings is 
the National Income and Expenditure figure of 
personal disposable income less consumers’ 
expenditure. 

The ratio of personal savings to personal 
disposable income varied from 1'2 per cent in 
1951 to about то per cent in 1964. The fact that 
individuals saved nearly £2,000 million more in 
1964 than in 1951 does not mean that they added 
that amount to their holdings of securities, cash 
or other liquid assets. In addition to increase in 
financial assets (bank deposits, building society 
shares, etc.), the personal savings include non- 


Е for investment are derived from 
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financial assets such as gross fixed capital forma- 
tion in new dwellings etc., less hire-purchase 
debt, loans for house purchase, etc. 


Investment in Securities 


Whatever the investment objectives, the investor - 


is primarily interested in the safety of capital and 
secondarily in the safety of income, i.e. adequate 


+ 


return on capital invested. Before framing an . · 


appropriate investment programme, attempts are 
usually made to define clearly the objectives and 
goals. Тће most important thing is to relate the 
objectives and the risk-taking in a well-thought- 


out and rational way. The greater the risk ^ 


involved, the higher should be the return on 
czpital invested. Investors usually want a higher 
rate of return or capital appreciation prospects 
from investments in stocks and shares to com- 
pensate them for higher risk-taking. 

'The safety of capital in private and public 
companies depends on 
the stability of earning 
power of the company 
concerned. Safety of in- 
come from investment 
is closely related to safety 
of capital. Failure to 
receive dividends or in- 
terest or to reduce them 
will result in a sharp fall 
no in the market price for 
the securities concerned 
which may impair, at 
least temporarily the 
soundness of capital in- 
vestment. А high rate of 
return obtainable from 
aninvestment is usually a 
sign of greater risk of loss, 
and a prospective rate of 
return, asa rule, is related 
inversely to the indicated 
safety of invested capital. 


Rates of return in the ` 
various segments of the 
investment market tend 
to rise or fall together, 
reflecting the conditions 
of supply and demand 
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Hill, Samuel conducts capital 
negotiations at 100 Wood Street 


Merchant bankers Hill, Samuel have one- of the largest 
issuing departments in Britain. It is actively engaged in 
assisting private and public companies wita their capital 
requirements. When a company decides to zaise long term 
finance, obtain a Stock Exchange quotatior or negotiate a 
merger, the judgment and backing of Hil, Samuel is of 
real importance for the future. а 


Hill, Samuel & Co. Ltd · 100 Wood St. - London, E.C.2 - Natlonal 801 








A REMINDER TO ACCOUNTANTS 


It is opportune to remind Áccountants and 
all financial advisers that credit factoring is 
the answer to many of today's pressing busi- 
ness problems. The business and economic 
climate to-day is far from normal. The credit 
squeeze is biting, all costs are rising, staffing 
problems are ever more difficult, the need for 
continuous expert control of credit limita 
is more urgent, the gap between customers' 


credit requirements and suppliers’ ability to. 


meet them i is wider. 


These are the ve things which Shield 
Factors. can help with: these are the parti- 
cular conditions’ *which Shield Factors can 
cater for. 

Our booklet which fully describes our 
servics is available to you without c or 
obligation. You are invited to write to Shield 
Factors or to 'phone MINcing Lane 9236 for a 

. Later, if you wish, a representative will 

to talk over the application of Shield 
Factors’ service to any ific case. Тће first 
8tep i8 to contact the ger, 


SHIELD FACTORS LIMITED 


formed by н. M. ROTHSCHILD & BONS, ANGLO-AFRIOAN SHIPPING 00. (В.А) UID. as 
О, T. BOWRING & CO. LTD., HAGLE STAR INSURANOE 0O.-LTD., 
23 INDUSTRIAL f; COMMERCIAL FINANOH CORPORATION LTD., KLEINWORT, BENSON LTD., 
121 PLANTATION HOUSE, MiNCING LANE, Е.С,3. TELEPHONE MIMCING LANE 9236. 
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prevailing at any one time in the whole marzet 
(see Chart I). There is a constant competition 
between the various segments of the mar-et 
which results in shifting of investment furds 
from one segment.of the market to the other. As 
regards the selection of a company, the inves-or 
will consider certain factors that go to make зр 
strength and weakness, such as relative size and 
the record of dividend payments and earninzs. 

In regard to the choice of industries, the 
investor could normally expect wider movements 
in securities prices in durable goods industries ел 
might be found in the non-durable goods indva- 
tries. During periods of recession, a manufacturer 


. of durable goods suffers because customers tend-<o 


defer purchase of these durable goods until the 
economic recovery is clearly in sight. As the 
degree of fluctuation varies widely among indi-i- 
dual securities, the importance of timing, and tie 
selection of the proper firm and industry are of 
crucial importance to the investor. 


Fixed-interest Securities or Equities? 
The depression of the 1930s created a revulsion of 
feeling towards equities that made many investcrs 
revise their investment policy that only gilt-edged 
or other fixed-interest securities should be bougnt 


for investment. During the last decade tks. 
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attitude has been challenzed by an increasing 
interest in stocks and shares both by individual 
and institutional investors. This is confirmed 
by the change in trust laws in 1961 permitting 
the purchase of stocks апі shares for trusts in 
companies officially approved. 

It has been proved time end again that if proper 
selection of firms and incustries and timing is 
given, the long-term record of a diversified list 
of high-class equities are better than that of 
fixed-interest securities from both the point of 
view of income and that of capital value. The 
popularity of equities started mainly after the 
last war. During the war yzars, and the first half 
of the fifties, the rate of return on fixed-interest 
securities remained at suck a low level as to dis- 
courage investors who rather assumed higher risks 
in order to secure a higher rate of return on capital 
invested. Even when fixed-interest securities’ 
yields were higher, from the middle of the fifties, 
equities continued to be in Zavour both for higher 
dividend yield and for capital appreciation. Dur- 
ing 1960—54, the rate of return on equities was, 
on average, 12:5 per cent lower than the rate of 
return on 2$ per cent Consols. The demand was 
even higher for the better quality equities due 
mainly to purchase by investment funds, pension 


funds, etc. 
Hedging Against 
Inflation 
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Inflation is a dominating 
and disconcerting feature 
of economic life. Even if 
the £s of the principal 
and income remain the 
same, their real value 
expressed in terms of 
purchasing power chan- 
ы ges with the movements 
in the price level and the 
cos: of living. The pur- 
chasing power of the £ 
(see Chart IT) declined 
from £1 in 1938 to about 
6s od in 1964. The real 
value of equities in- 
creased by only 47 per 
cent over the last twenty- 
six years, і.е. 1:5 рег 
сеп: annual compound 
rate of growth. This 
compares with about 80 
per cent decline in real 
24 per cent Consols value, 
эт je. 6:8 per cent annual 
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Beoraetric rate of decline (cf which 2-3 per cent 
is düe to market price dep-eciation and 4:5 per 
сеп! to the:depreciation of the £). So those who 
put their savings into 2$ per cent Consols in 1938 
have lost not only a great part of the principal, 
but also a very high percentage of their purchasing 
power. The real equity price index remained 
more or less stationary up to 1958, so that the 
47 per cent rise is due entirely to the cult of 
equities in the last six years. 

Looking at Charts I and II one can arrive at 
the following conclusions: that there is no fool- 
proof hedge against inflation; that the hedge of 
'equities works only over a considerable period of 
time; that to enjoy the mzximum advantage of 
hedging, shares and stocks must be bought at 
depressed levels; that all stocks are not equally 
good for hedging against inflation; that fixed- 
interest securities suffer the most during inflation 
and they do not offer any protection against risk 
of changes in the purchzsing power of the 
£ etc. 

: In.the light of the decline in the purchasing 
power of each £ of the investor's principal and 
income, it is obvious that an increasing number 
of investors are seeking a means of protection 
against the depreciation of the £, very often at 
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tke expense of sound investment principles and 
of safety of capital. The smaller the capital avail- 
able and the more important each £ of it, the 
greater is the impact of continuously declining 
purchasing power and the greater is the tempta- 
tion to sacrifice the safety of capital for the possi- 
bility of greater purchasing value. From the small 
and medium investors’ point of view, investment 
trusts and unit trusts fulfil a very important role 
іг the national economy. When the prospects for 
continued inflation are very strong, investors are 
tempted to convert a substantial part of their 
capital into stocks and shares or to buy properties 
in the hope of obtaining a higher income and 
capital appreciation. 
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Investment in properties and ordinary shares | 


ofer the most possibilities of an inflation hedge. 
'The former has some disadvantage as regards 
diversification. Stocks and shares can easily be 

bought and sold in small and large quantities. 
During the period 1938-64, retail prices more 
than trebled, prices of industrial equities more than 
quadrupled, company profits and dividends multi- 
plied more than six times and four times, respec- 
tively, compared with nearly 5o per cent decline 
in the prices of 23 per cent Consols. During 1939, 
1948-49, 1952 and 1956, retail prices rose while 
industrial equities de- 
clined. A relatively sharp 
rise in stocks and shares 
occurred in 1954, 1955 
and 1959-60 when retail 
prices remianed more or 
less stable. It appears 
that over a short run, in- 
dustrial equities seem to 
prefer price stability to 
economic uncertainty in 
one way or another. Part 
2 of the explanation may 
eg be found in the fact that 
dividends do not rise as 
fast as prices (see Chart 
IIT), and more often than 
not high prices and high 
earnings in periods of 
inflation are followed by 

- higher taxes. 


Conclusions 
(x)The prospect of higher ` 
cost of living arising out _ 
of higher consumer prices 
due to inflationary pres- 
sures makes equity 
ownership a desirable 
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hedge against the fall in the purchasing power 2f profit may be derived from capital appreciation, 
the £, a condition which makes fixed-intersst especially in the case of ‘glamour or growth 
security owners very vulnerable. Another poat stocks’. · | eee 
in favour of equities is the fact that substantial (2) Whatever the weaknesses of equities, stocks 
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Appendix 1 Appendix Il 
CHART 1 YIELDS ON EQUITIES AND CHART 11 REAL EQUITY AND 24 PER CENT CONSOLS PRICE 
24 PER CENT CONSOLS INDEX AND PURCHASING POWER OF THE Е 
Index, 1938-100 
Yield Ratlo Con-els Price Index Purchasing 
Equity 24 per cent Consols Equities Yid Equity 24 per cent Consols power of the £ 

1900 — 2:51 — 1900 91 236 ` 175 
1901 — 2-65 — 1001 88 224 175 
1902 — 2-65 — 1902 54 224 175 
1903 — 2:75 — 1903 84 215 175 

: 1904 — 2-83 — 1904 80 209 175 
1905 — 2:78 — 1905 84 213 175 
1906 — 2:83 — 1906 84 209 175 
1907 — 2:97 — 1907 81 193 170 
1908 — 2-90 — 1908 73 197 170 
1909 — 2:98 — 1909 73 192 170 

х 19410. эшш. EA шыша 3'08________--. — 1910... Ва 186______-___--. 170 
\ 1911 — 3-15 — 1911 81 173 170 
1912 — 3:28 — 1912 81 166 161 
1913 Е 3:39 — 1913 78 156 161 
1919 — 4.62 — 1919 61 53 72 
1920. mm ecce SBD os eem 1920. с Зил 40. OS. 
1921 — 5:1 — 1921 41 45 69 
1922 — 4-42 — 1922 57 65 85 
1923 — 431 — 1923 74 70 89 
1924 — 4:39 — 1924 72 69 89 
1925 6:93 4-44 64-1 1925 79 68 89 
1926 6:91 4-55 65-8 1926 84 67 91 
1927 6-12 4-56 745 1927 94 69 93 
1928 5-60 4-47 79-8 1928 108 71 94 
1929 6-13 4:60 75:0 1929 108 70 95 
1930... 726 448. 647 1930 90. n LER 99 
1931 8-03 4-39 54-7 1931 76 82 106 
1932 6-99 3:74 53:5 1932 74 98 109 

X 1933 527 3:39 64:3 1933 93 111 111 
/ 1934 4:64 3-10 66-8 1934 113 121 111 
1935 4-65 2:89 62:2 1935 123 127 109 
1936 4:50 2°93 65-1 1936 139 123 106 
1937 5410 3:28 64:3 1937 123 104 101 
1938 6:19 3:38 54-6 1938 100 100 100 
1939 6°50 3:72 57-2 1939 90 88 97 
1940... 6:94 3:40 49-0 1940. бв 86... —86 
1941 6-19 3-13 50-6 1941 65 85 80 
1942 5:33 3:03 56-9 1942 67 83 74 
1943 4-58 3:10 677 1943 77 77 70 
1944 4:36 3-14 722 1944 84 75 70 
1945 419 292 e 70-2 1945 85 78 67 
1946 4:03 2:60 64:5 1946 90 84 65 
1947 4-57 2:76 60-4 1947 89 75 61 
1948 5-16 3:21 62:2 1948 79 60 57 
1949 5:66 3:30 58:3 1949 73 57 56 
1950.........5485 3°54. 60:5 1950. FOREN, у MEERA: у фа 54 
1951 5:61 3:78 67-4 1951 76 50 
1952 7-16 4:23 59-1 1952 58 36 45 
1953 6:92 4-08 59-0 1953 61 36 44 
1954 6-19 3-75 60-6 1954 79 39 43 
1955 6-17 447 67-6 1955 89 34 41 
1956 700 4:73 67-6 1956 78 28 40 

4^ 1957 6-91 4-98 72-1 1957 81 26 38 
1958 7-07 4:98 70-4 1958 80 26 37 
1959 5:27 4:82 91:5 1959 114 26 37 
1960. 481... 1.542 _____.____. 1127 1960143 23s 37 
1961 5:34 620 116-1 1961 143 19 35 
1962 5:70 5-98 104-9 1962 129 19 34 
1963 4:93 5-58 113-2 1963 143 20 33 
1964 5-19 6-03 116-2 1964 147 18 32 
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CHART 11 REAL G.D.P., REAL AVERAGE WEEKLY EARNINGS, REAL COMPANY PROFITS, REAL ORDINARY DIVIDENDS AND 
INDUSTRIAL PRODUCTION 





Index 1938 100 
Кеа! Real Average Real Real Industrial 
Year compaay Weekly G.D.P. Ordinary Production 
profits Earnings Dividends 
1900 — 68 74, — 48 
1901 — — 75 — 48 
1902 — — 76 — 49 
1903 — — 74 — 49 
1904 — — 75 — 49 
1905 — — 77 — 52 
1906 — — 78 — 53 
1907 — — 78 — 54. 
1908 — — 73 — 51 
1909 — — 76 — 52 
1910 а i cor нереалан Елан 54 
1911 — — 81 — 57 
1912 — — 81 — 58 
1913 — 72: 84 — 62 
1919 — — — — 57 
1920. aoc resides шшш miS Utm ЛР admi Tete НК И 
1921 27 — 72 — 49 
1922 55 — 73 — 57 
1923 ^ — 75 — 61 
1924 61 76 77 — 68 
1925 58 — 82 — 70 
1926 53 — 77 — 67 
1927 62 — 84 — 75 
1928 65 — 86 — 74 
1929 69 — 88 — 77 
1930 RET ыен OE (SNS TSR R araa ak D c neti ne ШЫ Ше нн ЫШ 74 
1931 65 88 81 — 69 
1932 59 — 81 — 69 
1933 69 — 81 — 74 
1934 80 — 89 — 81 
1935 9i — 92 — 89 
1936 101 — 95 — 97 
1937 103 86 100 — 103 
1938 102 100 100 100 100 
1939 — — — — — 
1940 .— — а Ба 1135 PE I MCN MNT 
1941 — 116 — — — 
1942 — 119 — — — 
1943 — 126 — — — 
1944 — 129 — — — 
1945 — 119 — Ы — — 
1946 133 112 112 64 105 
1947 151 114 108 66 111 
1948 149 114 112 63 121 
1949 148 115 116 60 128 
1950. 1687. — ———— 127.119. soc. eeu. 137. 
1951 177 117 124 61 143 
1952 143 116 124 54 138 
1953 147 120 130 58 146 
1954 161 127 134 63 156 
1955 173 133 138 66 166 
1956 1€8 135 141 66 165 
1957 170 136 144 68 169 
1958 1€0 136 143 70 167 
1959 177 143 149 81 177 
1960 ———— 197 153—156. ou 0591 
1961 185 156 162 113 192 
1962 180 155 162 111 192 
1693 191 158 168 114 200 
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and shares are the best long-term investmeats 
provided that adequate diversification of ccm- 
panies, industries and countries is made; that 


j investors restrict their purchases to stocks zad 


^ 


v 


КУ 


shares of the companies with а good and leag 
record of continuous dividends and/or of price 
appreciation; that the prices paid for shares =re 
reasonable in relation to the earning power of ће 
company concerned, and that the operatiens 
(purchase and sale) are well timed and that -he 
investor is really able to take the risk. 
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(3) All types of investment involve some risk. 
Even the purchase of gilt-edged securities usually 
regarded as the highest quality security available 
on the stock-market may involve the risk of fall 
in price due to increase in the Bank rate, and of 
fall in the purchasing power of the £ received as 
income and capital due to rise in the level of 
consumer prices. On the other hand, the pur- 
chase of stocks and shares in a new company and 
industry may involve other risks which might 
result in the complete loss of capital. 


Recent Tax Decisions — I 


' AN AIDE-MÉMOIPE FOR PRACTITIONERS 
by REGINALD HALL, LL.B. 


decisions of the recent past may be helpful, by 

way of refresher, to the busy practitioner who 
is often hard put to it to read and retain in his mem=ry 
the detail of every report of a Court decision o3 a 
tax question. 


Another Sale of Know-how’ 


The writer noted in The Accountant for Decem'er 
2nd, 1961, the decision of the Court of Appeal r 
upheld by the House of Lords) in јејтеу v. Roas- 
Royce Ltd (до А.Т.С. 56; дт А.Т.С. 17). There che 
P company provided the Chinese Governmeat 
with drawings and manufacturing and engineering 
details to enable that Government to produse 
Derwent aero-engines. This in return for the pev- 
ment of a lump sum of £50,000 as consideration :ог 
the rights granted under the agreement. The sum vas 
described as a capital sum, and the taxpayers seemed 
to be attempting to extend the principle of Moriart 2. 
Evans Medical Supplies Ltd (36 A.T.C. 277). The 
latter was a case of a company which, in return fo- a 
lump sum, parted for ever with secret informati-n 
on preparing medicines to the Burmese Governmemt 
so that a Burmese industry could be started. Т-е 
Lords held that lump sum to be a capital receipt; but 
in the Rolls-Royce case they distinguished Eva’ 
case. 

Recently, yet another attempt has been made 3o 
have ‘know-how’ payments treated as capital receipts 
— but in vain. This was in English Electric Co Ltd >. 
Musker (43 А.Т.С. 119), which adds nothing => 
the Rolls-Royce case but is woth noting. 


Facts. The appellant taxpayers were manufactures 
of turbines and ai and entered into an agreemeat 
with the Admiralty to provide other companies, = 
return for lump-sum payments, with advice on mana- 
facturing techniques and engineering data to enab 2 


T following selection, in résumé, of iax 


the other companies to manufacture marine turbines 
in accordance with the English Electric prototype. 
Also, at the request of the Ministry of Supply, the 
appellants made similar agreements with the Com- 
monwealth of Australia and later with a U.S. com- 
pany. In the latter agreements the consideration was 
expressed to be a number of annual sums for the use 
of designs, drawings and information, and one lump 
sum in each case for the sale of manufacturing tech- 
nique and engineering data. The lump sums received 
totalled £263,833 in the year 1950; £255,118 in 1951, 
and £117,468 in 1952. 

Issue. 'Were these lump sums trade receipts and 
so taxable income, or capital non-taxable receipts? 


Held. They were income receipts. As Lord 
Donovan put it: 


‘If a manufacturer carrying on a continuing 
business were to say to a rival: “I know how to make 
a particular product efficiently and economically: it 
will take you a long time and cost you much money 
to find out for yourself. Pay me £x and I will teach 
you", then it would be clear that he was proposing 
to teach for reward. The £x when he received it, 
being remuneration for this service, would not be 
capital but income, unless there were some excep- 
tional circumstances pointing the other way — always 
а necessary qualification to make in this field. In the 
present case the transaction is not so simply de- 
scribed. The manufacturer's knowledge becomes an 
asset called “know-how”, The teaching becomes “а 
sale" of a part of that asset. The reward for the 
teaching becomes “the price" of what is “sold”. 
And so the transaction becomes the sale of part of an 
asset for a price, and thus the foundation is laid for 
the argument that the price is a capital receipt. 

“Т do rot criticize this line of approach. For the 
industrialist at any rate it is a natural way of regarding 
the transaction; he, understandably, will look upon 
his fund of accumulated knowledge as being a vital 
part of his capital equipment. Yet what the appellant 
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` has done is essentially no different from what the 
manufacturer did, whose case I have taken as an 
example. Тћеу have taught for reward, as Rolls- 
Royce taught for reward: and just as that reward was 
held to be trading income in the hands of. Rolls- 
Royce Ltd, so also must the reward accruing to the 
appellant. 'l'here is here no exceptional circumstance 
which gives that reward the character of capital.’ 
English Electric did nothing different. They taught 
for reward and the income they brought in was 
trading income. There were no exceptional circum- 
stances which gave this reward the character of 
capital. Mere sale of ‘know-how’ simpliciter will not 
necessarily be treated as a capital sale. Indeed, there 
seems to be a distinct movement away from the 
doctrine in Evans’s case, which itself occasioned 
much difference of judicial opinion. 


Hospital Consultants’ Side-lines 
Yet another consequence of hospital consultants 


being treated by the Courts as employees was brought 
out in Lindsay v. C.I.R. (43 A.T.C. 153). 


Facts. The appellant taxpayer had for many years 
been a whole-time consultant radiologist at the Edin- 
burgh Royal Infirmary, a teaching hospital, and re- 
ceived a salary in accordance with the Terms and 
Conditions of Service of Hospital Medical and 
Dental Staff (Scotland). These terms and conditions 
were the terms of the contract between the taxpayer 
and the hospital board, and the salary was assessed 
to tax under Schedule E. On certain conditions he 
was entitled to undertake private practice, and that 
on hospital premises. In addition to his work as a 
consultant he gave lessons to radiography students 
at the infirmary. The students paid the fees for these 
lectures to the board. Originally the board regarded 
the appellant's salary as covering these lectures; 
subsequently the board paid him fees in respect of 
the lectures he gave. 


Issue. Were these lecture fees assessable under 
Schedule E? 


Held. They were. The taxpayer contended that his 
lecturing work was distinct from his consultancy 
work, and so assessable under Schedule D. It was 
outside his employment as a whole-time consultant 
radiologist. The Lord President gave no decision on 
the soundness of this contention since he held that 
the facts stated in the case were insufficient to that 
end. Nevertheless, even if the contention were sound 
it did not follow that Schedule D applied; and it did 
not. The lectures were not organized by the appellant 
independent of the hospital board; he did not collect 
the fees from the students; the facilities were pro- 
vided by the board which paid him for the lectures. 
They were an extension of the services the appellant 
gave to the board, which he agreed to give, and for 
which he was paid. Therefore the lecture fees 
were emoluments of an office and taxable under 
Schedule E. 
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Unremunerated Tax Collectors 


It may be quite true to say that employers working 
tke P.A.Y.E. scheme are unpaid assistants of the 
Inland Revenue — as the economist sees it. Alas, not 
ag the law sees it: Meredith v. Hazell (43 АТО, 85). 


Facts. Тһе appellant taxpayer, Mr Meredith, 
deducted a sum of {12 2s as P.A.Y.E. from his 
employees’ wages but did not pay it over to the 
Rzvenue. 

Issue. Was Mr Meredith right in contending that 
he was under no obligation to account to the Revenue 
fcr £12 25 since, as he contended, the Income Tax 
(Employments) Regulations, 1962, which imposed 
tke duty to account, were invalid? 


E 


Held, by the Divisional Court of the Queen's . 


Bench Division, the regulations were valid and the 
Oldham justices were right in making the Order on 
Mr Meredith. ‘A village Hampden’, said thé Lord 
чм Justice, ‘in the form of an Oldham solicitor 
. taken the point that the regulations made 

ual the Act under which P.A.Y.F. operates are 
wholly ultra vires.’ Sir John Foster, Q.C., put ‘the 
village Hampden’s’ case this way: a regulation-making 
authority such as the Inland Revenue must act 
reasonably in making its regulations under the 
authority of any Act. In particular, it must not 
irfringe private rights. This is what the Revenue did, 
с aii: it took property without compensation and 
uisitioned the services of the employer as a tax 

3llector without remuneration. 

The Divisional Court did, indeed, take judicial 
notice that P.A.Y.E. can involve an employer in a 
g-eat deal of work. But the Act and regulations im- 
posed this task, Section 157 (1) of the Income Tax 
Act, 1952, orders the employer, when making a 
payment to an employee, to deduct (or repay)’ 
imcome tax in accordance with regulations made by 
tae Revenue Commissioners. Subsection 2 of section 
157 empowers the Commissioners, in respect of tax 
во deducted by the employer, to make regulations for 
tie ‘assessment, charge, collection and recovery of 
income tax’. 

Such regulations may include provision for the 
Geduction of tax by reference to tables. Regulation 31 
(2) also empowets the Commissioners to bring pro- 
ceedings for the total amount liable to be deducted 
under Р.А.Ү.Е. Counsel for the appellant argued 
taat regulation 31 (2) was ultra vires in that no 
provision was made at all 'for any remuneration to 
tae employer for the considerable services he may 
render in effect as a tax collector’. No statutory autho- 
rity can interfere with private rights by, e.g. creating 
= nuisance: Managers of the Metropolitan Asylum 
District v. Hill (1881 A.C. 193). By the same token it 
cannot do so by requisitioning services without 
payment. 

The Lord Chief Justice rejected this argument: 
cne must look at the Act and regulations as a whole. 
Section 157 did not contemplate payment for the 
cperation of P.A.Y.E.; if Parliament had so intended 
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You know Mr. Fellow well. He's an old friend— 
and an annual headache. That business of his ha 
built up so successfully hasn't done him much 
good—as his professional advisers know оп” 
too well. It employs a lot of people, yes. Itz 
export trade deserves a medal, yes. In facc 
everyone seems to be doing very nicely out of it 
Mr. Fellow's worth a fortune all right—the snac 
is he has no money. АН he's got is a headache 
which he passes on to you. Right down inside 
both of you know the cure but... well, the worc 
'merger' doesn't seem all thatfriendly somehow 


Supposing it cou/d be done...a real marriage 
of interests with another company, perhaps = 
group ? It would free his capital, provide finance 
for expansion, cut costs, increase turnover . . 
Yes, Mr. Fellow would realise his fortune ther 
all right. Butcan his interests be protected—anc 
yours? Nowadays they can. Chesham Amal- 
gamations & Investments Ltd. have negotiatec 
many carefully planned business ‘marriages’. 
Not by ‘bids’ and boardroom battles, bluff anc 


= 
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if only 
he realised the 
fortune he's worth! 


counterbluff and all thatsort o7 thing. Chesham's 
team of professional Corporate Counsellors 
negotiate under the seal of secrecy to bring 
about a true match of interests at every level. 
The object is to make everyone's life easier... 
poor Mr. Feflow's and the o-herfellow’s too, who 
has problems of his own. And yours, of course. 
Moreover, Chesham will rreet professional fees 
arising from any negotiations you initiate. 

Chesham act for manv leading industrial 
groups end investment tusts in the United 
Kingdom and abroad. We offer a completely 
confidential and highly specialised service both 
to professional advisers, and to companies large 
and small. Our range of professional services 
and advice is available at no charge whatsoever 
to every Mr. Fellow and h s friends. Next time 
you meet your Mr. Fellow why not suggest he 
lets you sound out the pcssibilities ? You can 
get in touch with us by writing 10:— 

Sir Miles Thomas DFC Chairman, or any 
Director of 


CHESHAM 


AMALGAMATIONS & INVESTMENTS LTD . 


Head Office 32 Cheshem Place London SW1 Tel: BELgravia 4076 
Branch Office 31 Clarendon Road Leeds 2 Tel: Leeds 355° 3 
New York Office 37 \~all Street Tel: WHitehall 4-3270 


Directors Sir Miles Thomas DFC (Cheirman), Francis A Singer DSc (Maneging) | 
Nicholas А Н Stacey, Sir John Eden Bt MP, Sir Keil Shields MC, Sir William Taylor B- CBE (Associate) 
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COMPANIES, 
LIKE PLANTS, 
MUST EITHER 
GROW OR DIE 





Companies need capital to help them grow, and 
capital is not always easy to come by— particularly 
for smaller companies in their early days. That's why 
ICFC came into being. 

The job of ICFC is a specific one—to advance long- 
term development capital to small or medium-sized 
companies who need something more than short- 
term credit, but do not yet seek public investment. 
Since we were founded in 1945 with the backing of 
the Bank of England and the Clearing Banks, we 
have helped about 1,500 companies to grow; today 
we invest about a million pounds a month in 





PROMOTES HEALTHY GROWTH 


companies in whose future we believe. Our plant 
purchase and leasing schemes enable companies to 
buy plant or rent it over a specified period, and we 
are also able to advise them on such matters as 
Szock exchange flotations. We make certain that 
every customer gets the help be needs in a form 
that ensures healthy growth without financial 
sirain. If you, too, are suffering from growing 
pains, come to us at ICFC. It may be that we can 
help you as we have helped so many others. Send 
for our booklet, Capital for Business. Then come 
and talk to us about your specific needs. 


Industrial and Commercial Finance Corporation Limited 
Piercy House, 7 Copthall Avenue, London EC2 

Offices in Birmingham, Bristol, Cambridge, Cardiff, Edinburgh, 
Glasgow, Leeds, Leicester, Manchester, Newcastle-on-Tyne. 
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it would have made express provision accordingly. 
Lord Parker further declined to go into the question 
whether the Revenue Commissioners had acted 
reasonably in the exercise of their regulation-making 
powers in this instance. Whether the P. A. Y.E. scheme 
was the simplest scheme was a matter of evidence, 
of which there was none. The appeal was dismissed 
with costs. The appellant's counsel expressed a hope 
that the Revenue would be lenient about costs — but 
the Lord Chief Justice remarked that a point of 
principle to the Revenue had been in issue. 


Director's Defence Costs 


If a director finds himself involved in criminal 
poe arising out of his driving on company 

usiness, will moneys provided for his defence by the 
company be assessable to income tax? Yes, said the 
House of Lords in Rendell с. Went (43 А.Т.С. 123). 


Facts. The director, when driving a company car, 
ran down and killed a pedestrian; he was charged 
with causing death by dangerous driving, tried and 
acquitted. At the time of the alleged offence the 
director was returning to the company's office after 
interviewing a potential customer. À key man, he 
procured and supervised catering contracts for 
industrial establishments and negotiated contracts 
for supplying vending machines. At the time, also, 
the company was about to acquire control of another 
business, and the appellant director would be 
required to co-ordinate the activities of the two 
companies. 

Advised of the appellant's peril, the chairman of 
the company had countermanded the arrangements 
made by the appellant to be defended by the A.A. 
and, without consulting the appellant, arranged for 
the company's solicitor to conduct the defence. After 
the tri 
amounting to £641. An assessment of £641 was raised 
against the appellant on the ground that the defence 


.was a benefit in kind. Тће Special Commissioners 


found that, left to himself, the defendant would not 
have spent so much on his defence but decided that 
the whole of the sum of £641 was properly assessed 
under section 161 of the Income Tax Act, 1952. 


Issue. Was the payment of the" director's costs a 
‘benefit’ within the meaning of section 161? 


Held, Yes, it was. Section 161 (1) of the 1952 Act 
provides: | 
*Subject to the following provisions of this 
chapter, where a body corporate incurs expense in 
or in connection with the provision, for any of its 
directors or for any person employed by it in an 
employment to which this chapter applies of living 
or other accommodation, of entertainment, of 
domestic or other services or of other benefits or 
facilities of whatever nature, and, apart from this 
section, the expense would not be chargeable to 
income tax as income of the director or employee, 
paragraphs r and 7 of the Ninth Schedule to this 
Act, and section twenty-seven of this Act, shall have 
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effect in relation to во much of the said expense as 
is not made good to the bocy corporate by the direc- 
tor or employee as if the expense had been incurred by 
the director or employee and the amount thereof 
had been refunded to him by the body corporate 
by means of a payment in respect of expenses.' 
The purpose of the section is to charge to the 
taxable emoluments of a director, moneys spent 
without repayment by him in providing, inter aha, 
benefits. The provision of a legal defence for their 
director was clearly а benefi: within the meaning of 
the subsection. Granted, the company served its own 
purposes et the same time: ctherwise it had no right 
to spend the money. Тћеу did not wish to face the 
loss of valuable services if their director went to 
prison. ‘But’, said Lord Radcliffe, ‘an expenditure 
is not the less advantageous to a director because it 
suits or advantages his company to make it.’ The 
benefit in xind represented by the £641 expended on 
the director’s defence had tc be treated as a taxable 
emolument. 


Treatment of Investment Income 


C.I.R. v. F.S. Securities Lic (43 A.T.C. 156) gives 
guidance ав to how a stock and share dealer ought 
to treat dividends from shar2s bought in the course 
of his trade. 


Facts. The taxpayers were stock and share dealers. 
For the accounting period September rst, 1954, to 
March 31st, 1955, the Specizl Commissioners gave a 
direction under section 245 of the Income Tax Act, 
1952, on the basis that the taxpayers’ company was an 
investment company within section 257 (а) of the 
Act. ‘This meant that its ectual income from all 
sources for the period covered should be deemed to be 
the income of its members. An investment company 
is one, the income of which consists of 'investment 
income', that is, income which, if the company were 
an individual, would not bs» earned income. The 
respondent company bought all the shares of three 
companies for £1,317,565; the assets of the companies 
were almost entirely representing substantial 
balances of undistributed profit; actually the respon- 
dents were carrying out a dividend stripping opera- 
tion. Their trading and profit and loss accounts 
showed receipt of dividends from the three companies 
amounting to £1,686,198; they claimed repayment 
under section 341 in respect of tax deducted from the 
dividends from the three companies, and repayment 
of £404,029 was made. 


7 Issue. Was the respondent company an investment 
company and was its income for the period September 
18t, 1954, to March 31st, 1955, investment income? 


Held, by the House of Lords, reversing the Court 
of Appeal, it was an investmeat company, the income 
of which was investment inccme. During the period 
in question most of the compeny’s income came from 
the dividend-stripping operations so making it an 
investment company rather fhan a dealer in stocks 
and shares. The income from the dividends of the 


Thus 
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three companies bougkt should be left out of the 
profit and loss account — for four reasons: (1) it would 
be in accordance wita long-established and un- 
challenged practice; (2) it would be simple and more 
direct; (3) there is no need for the fiction that the 
company’s receipts inclade not only the net dividends 
actually received but the tax deducted at source by 
the paying company; (2) it is in accordance with the 
principle that money олсе taxed should not be part 
of another tax calculation. 


B.B.C.’s. Tax Position 


The Court of Appeal in B.B.C. v. Johns (43 A.T.C. 

25 considered the ccastitutional position of the 

В.В.С. - though the average practitioner may be more 

dam in the illustration of a profit the decision 
ords. 


Facts. The B.B.C. is established by Royal Charter 
and operates under a licence granted by the Post- 
master-General. It is a body corporate whose objects 
are to provide sound ава television broadcasts in the 
United Kingdom and a»road. It has power to publish 
periodicals conducive to its objects, to organize 
concerts and entertairments, to collect news and 
information, to acquire copyrights in literary, 
musical and artistic worss, to acquire films and gramo- 
phone records, to acqu re patent rights in relation to 
any device calculated 15 serve any useful purpose in 
connection with its objects. The Postmaster-General 
could control matter broadcast but in practice the 
B.B.C. had complete irdependence. 

For purposes of television the B.B.C. requires an 
adequate supply of nevsfilm. In 1957, it entered into 
an agreement with the Rank Organisation Ltd and 
with the Canadian and Australian Broadcasting 
organizations under which the British Commonwealth 
Newsfilm Agency Lti (B.C.I.N.A.) was formed. 
Each broadcasting corporation paid a subscription 
to B.C.LN.A. If the subscriptions for a given 
year were insufficient to cover the costs of the 
B.C.LN.A. services, then B.B.C. and Rank had to 
pay additional subscriptions sufficient to make up the 
deficit. The additional subscription paid by the 
B.B.C. for the accoumting period in question was 
£62,590. | 

Issues. (1) Was the B.B.C, immune from income 
tax, being a part of, cr function of, the Crown? (2) 
Did it make any taxab'e profit out of its broadcasting 
activities? (3) In calcu.ating its profit was it entitled 
to deduct its contribution to the deficit of the 
B.C.L.N.A.? 


Held. (x) No. 'The Crown today had no prerogative 
right to a monopoly, such as broadcasting. It was 
(per Diplock, L.J.) '. . . three hundred and fifty years 
and a civil war too late. . .' so to contend. The B.B.C. 
was incorporated by 3oyal Charter, that is, by the 
Crown, in exercise of the prerogative, but the cor- 
poration so created was not necessarily an agent of 
the Crown, and there was nothing in the terms of its 
B.B.C. charter to creaze it a Crown agent. Therefore 
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the B.B.C. was not entitled to ‘Crown immunity’ and 
was a 'person' liable to income tax within the 
meaning of Schedule D (а) (i) and (ii) at section 122 
of the Íncome 'l'ax Act, 1952. 

(2) The B.B.C. had no taxable profits or gains for 
the purposes of Cases I or VI of Schedule D, out of 
its broadcasting activities, Such gains represented 
the excess of the moneys received from the Post- 
master-General over the costs of broadcasting; but 
the Postmaster-General was entitled to this excess, 
and he provided the fund from which the excess 
came in the first place. The B.B.C. had no more 
made a profit than had the housewife who managed 
to get through the week without spending the whole 
of her husband's weekly housekeeping allowance. 

(3) In view of the Court's ruling in (2) the views 
expressed on the deductibility of the subscription 
paid by the B.B.C. to B.C.I.N.A. are obiter. Willmer 
and Danckwerts, L.JJ., held that the subscription 
was deductible since they thought it was a vital part 
of the development of its news programmes. Diplock, 
L.J., held that, though development of news services 
was the dominant motive for the payment of the 
subscription, it was not the only purpose; it was, to 
some extent, paid so that British Commonwealth 
broadcasting corporations should have a footing in 
the field of world news services; the subscription 
was not wholly and exclusively expended on the 
B.B.C.'s broadcasting activities. 


Unexplained Capital Increases 


‘I won it on the horses’ is the classic explanation of 
last resort given to the inspector who wants to know 
waere all the taxpayer’s new capital has come from. 
It might possibly be accepted; in what circumstances, 
the decision of Ungoed-Thomas, J., in Hellier v. 
O'Hare (43 A.T.C. 288) provides an illustration. 


Facts. In 1944, the taxpayer was running a fish 
and chip shop; the next year he sold it and got 
control of a restaurant company. His capital went up 
bv £16,000 between 1944 and 1953. The Revenue 
were not satisfied with the taxpayer's explanation of 
tke capital increase to the extent of £8,695 and he was 
assessed in this sum for the years 1944-45 to 1952-53. 


Issue. Could the taxpayer's contention that the 
capital increase arose from betting wins be valid? 


Held. In the circumstances of the case it was not. 
The onus was upon the appellant in such a case to 
establish that the capital increases were due to betting 
wins, and that would depend on the evidence. Here, 
there had been no evidence that the capital increases 
came from betting wins. Apart from the taxpayer’s 
own statement, which was uncorroborated, there had 
been по evidence of any betting transactions, and the 
Commissioners having clearly disbelieved him were 
entitled to reject his submission. Extra capital could 
come from successful betting but this must be 
established by proper evidence. 


(To be concluded.) 
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The Accounting World 


Topics of Professional Interest from other Countries 


AUSTRALIA 


Accountancy Research Foundation 


SIGNIFICANT move by the accountancy 
profession in Australia towards the formulation 
of accounting principles applicable to Australian 
conditions has ж made by the establishment of 
an Accountancy Research Foundation to be financed 
jointly by The Institute of Chartered Accountants 
in Australia and the Australian Society of Account- 
ants. Organized and administered by the Institute and 
the Society, it will, it is believed, achieve much more 
and in a shorter space of time, than separate founda- 
tions organized independently by the two bodies. 

Confronting the accountancy profession, it is stated, 
is the problem of determining accounting principles 
for the guidance of the profession in particular, and 
the business community 1n general. For the profession 
as а whole, therefore, two important areas of work to 
which immediate and continuing attention is needed 
are the consolidation and dissemination of extant 
accounting and auditing principles, and research into 
the refinement of extant principles and unresolved 
problems of accounting and auditing. 

The Foundation is being established in the form of a 
company limited by guarantee and incorporated 
under the Companies Ordinance of the Australian 
Capital Territory. Membership of the company will 
comprise nominees of the Institute and the Society, 
and each body has undertaken to contribute £10,000 
per annum to the Foundation for five years. 

Responsibility for administering the Foundation 
will rest with four trustees, comprising two representa- 
tives from both the Institute and the Society. The 
trustees, however, will not be responsible for directing 
the research and technical work of the Foundation. 
This will be the responsibility of an Accounting and 
Auditing Research Committee, qomprised of six 
representatives from each of the sponsoring bodies. 

This Committee has already held its first meeting 
and Mr J. К. Little, r.c.a.(aust.), of Melbourne, has 
been elected Chairman, and Mr R. E. Gregory, F.A.8.A., 
also of Melbourne, Deputy Chairman. Applications 
are now being invited for the position of Director of 
Research. 


Chartered Accountant Appointed 
Agent-General 


R K. L. MILNE, r.c.a., of Adelaide, has been 

ppointed Agent-General for South Australia 

in London. He is expected to take up his duties in 
London in March next year. 

Mr Milne, who has been in practice in Adelaide 


since 1949, was a member of the South Australia State 
Council of The Institute of Chartered Accountants in 
Australia from 1951-63 and served as Chairman of 
the Council in the years =958-60. He was also a 
representative of the State Council on the General 
Council of the Institute frora 1956-60 and а member 
of the Institute’s examination committee for four 
years. Well known as a writer on accountancy sub- 
jects, he is the author of tne book The Accountant 
їп Public Practice. 

From 1961-63 Mr Milne served as Mayor of the 
municipality of Walkerville and in 1964 became 
President of the Municipzl Association of South 
Australia. During five years’ service in the Royal 
Australian Air Force, he spent three and a half years 
in the United Kingdom. 


SOUTH AFRICA 


Accountants! Congress 


ETAILS of the arranzements for the Third 

National Congress of Chartered Accountants 
(S.A.) have just been released. The congress is to be 
held at Cape Town in April next year. 

Papers are to be delivered эп three different topics: 
‘The accountant of tomorrov^; “The preparation and 
presentation of accounting statements for manage- 
ment’, and ‘A graduate profession? 

The first paper will be presented by Mr John W. 
Queenan, в.з. (IIL), c.p.a., cf New York, while the 
commentator on the second paper will be Professor 
К. С. A. Boland, B.A., F.C.A, С.Р.А., AIA, who has 
recently been appointed to the Chair of Commerce at 
the University of Cape Town. Other authors of 
papers and commentators will be drawn from the 
ranks of the profession in Scuth Africa. The under- 
lying theme of the papers is ‘forward-looking’ and 
they should give much food for thought and arouse 
much interesting discussion. Time to be devoted to 
discussion in general forum of matters concerning 
the day-to-day problems of accountants and auditors 
has been extended to two fu.l mornings, because of 
the tremendous interest shown at the last congress in 
this form of disseminating thought on various topics 
of current interest. 

The venue of the congress will be the University of 
Cape Town, which is at Grocte Schuur on the lower 
slopes of Table Mountain. In this uniquely beautiful 
setting the congress shoulc undoubtedly be an 
outstanding success. 

The social and fraternal aspects of such a gathering 
of South African accountants end their ladies will also 
be well looked after with a variety of social functions. 
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Travel arrangements irclude block bookings on the 
Edinburgh Castle for the forward journey and on 
Europa for the return journey for those accountants 
wishing to travel from ports between Durban and 
Cape Town by sea. 

It is six years since -he last congress was held in 
Durban, and many events and changes of far- 
reaching interest to Soath African accountants liave 
taken place in that time. It is to be hoped, therefore, 
that as many as possibE will avail themselves of this 
all-too-rare opportunity of meeting their professional 
colleagues at next year's congress. 


NIGERIA 


Press Attack on Foreign Professionals’ 


S announced in these columns on November 6th, 

the newly-formed Institute of Chartered Ac- 
countants of Nigeria was formally incorporated on 
October 21st. Now one of the leading Nigerian news- 
papers, the Sunday Express, has carried an attack 
against what it calls foreign professionals! in ac- 
countancy. The writer declares that the practice of 
most foreign сотрагмев in employing expatriate 
accountants and foreizn auditors makes it almost 
impossible for a newly-qualified Nigerian accountant 
to subsist. 

The writer goes on t» advocate that no new firm of 
expatriate accountants should be allowed in Nigeria 
unless it has a Nigeriar partner, and that no business 
от corporation in which the Government is a share- 
holder should be allowed to appoint auditors who have 
no Nigerian partners. He says: “The ethics of the 
profession make it impossible for a company to change 
its auditors (where it even desires) unless with the 
approval of the former auditors and this has been 
exploited by expatriate firms in the past.' 

Most of the Nigerian newspapers have been carry- 
ing articles on the need for ‘Nigerianization’ of 
important positions, amd Government ministers have 
pledged themselves to a policy of *Nigerianization'. 


CANADA 
Income Tax Allocation 


F the twenty-two bulletins issued since 1946 by 

the Canadian Institute's Committee on Account- 
ing and Auditing Research, those meeting with the 
greatest acceptance were the ones which tried to 
codify principles and practices already in general 
usage, declared The Canadian Chartered Accountant 
for September. Bulle-in No. 10, on ‘Depreciation, 
Capital Cost Allowances and Income Tax’, published 
in September 1954, dealt with the problem of the 
wide variations between taxable income, based on 
capital cost allowances at maximum rates, and income 
reported to shareholders, using established deprecia- 
tion methods. While the committee recommended 
setting up as a deferred credit the tax saved through 
larger capital cost allcwances, it allowed the alterna- 
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tive of referring to it in a footnote – the ‘taxes payable’ 
method. 

While the majority of public companies accepted 
the preferred treatment, stated the journal, a sub- 


- stantial body of Canadian public companies has 


adopted the footnote method. Тће result has been a 
great diversity in the reporting of income, and there 
seems no likelihood of improvement. Before publish- 
ing a new bulletin, dealing with the whole area of 
income tax allocation and removing the alternative 
of a footnote, the committee is making three different 
approaches to members and other business men: 
(a) through the ‘Accounting Research’ section of the 
journal; (5) by a panel discussion at the Canadian 
Irstitute’s annual conference; and (c) by a letter to 
the senior officers of over three hundred and fifty 
public companies. 

The journal concludes that now is the time for 
business men to express their views by comments 
directed to the Director of Research, before the 
committee convenes a special meeting to consider ` 
the matter. 


NEW ZEALAND 


Economic Predictions 1965-66 


HE New Zealand Institute of Economic Research. 

expects company profits in New Zealand to reach 
£218 million in the year ending March 1966 - 22 per 
cent more than in the same period in the previous 
year. It predicts private capital investment will 
ircrease by 17 per cent in the same period and 
expects recent measures in the credit field will 
prevent further increases in investment without 
actually reducing the overall level of activity. 

Having forecast that company profits in the current: 
September and December quarters would be at 
virtually the same level as in the same two quarters 
lest year, the Institute now expects these to be up 
by 15 per cent and 8 per cent respectively. Personal 
expenditure on consumer goods and services, it says, 
appears to be growing less rapidly than income as a 
whole, and the forecast figure for 1965-66 of £1,115 
million is 54 per cent up on last year’s figure com- 
pared with an increase of 74 per cent in the gross 
national product? 

The Institute expects wages and salaries to increase 
by nearly 8 per cent in the current March year, but 
anticipates that prices will rise more gently than in 
the past year and that pressure on the labour supply 
will diminish without any significant unemployment. 


UNITED STATES 


Long-range Objectives for the Profession 


М DAVID Е. LINOWES, c.p.a., a member of 
the American Institute's Long Range Objectives 
Committee, reported in a recent issue of The Journal 
of Accountancy (New York) on the committee's 
interview with Dr John W. Gardner, President of 
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The Carnegie Corporation of New York, a phian- 
thropic foundation interested in higher educaton. 

As accountancy becomes increasingly гесорп тей 
as the profession of measurement, Mr Lincwes 
commented that the certified public accountant will 
be expected to extend his attest function to стег 
management performance, applying the quantitative 
standards which are being developed. Electranic 
data processing, while in its infancy, has had an 
almost unbelievably overpowering impact. It лаз 
brought үе statisticians, and other scien..sts 
into the information system and, if the accoun-ant 
is to qualify as the man-in-charge, he must Lave 
general understanding of the statistical and enginzer- 
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ing aspects of computer operation. The profession 
must keep up with, or ahead of, виса changes. 


'The greatest single problem, continued Mr 
Linowes, in today's business economy, is in the 
area of labour/management relations. As each union 
contract expires, higher rates and terms ultimately 


: emerge from a round of talks and badgerings, often 


with little regard to the productivity of labour. 
Labour does not believe management's figures, and 
management does not believe the claims of the 
union. Why should not a formula be developed 
for wage increases, tied in with the increased produc- 
tivity of labour and the profitability of the business, 
attested by an independent certified public accountant? 





Weekly Notes 


REDUNDANCY PAYMENTS AND 
TAXATION 


HE Chancellor of the Exchequer last week lized 

a corner of the veil from his next Budge- by 
revealing to the House of Commons that he proposed to 
alter the income tax law in its impact on payment to 
be made under the Redundancy Payments Act, 1455. 
This Act comes into force on December 6th. 

Mr Callaghan said he proposed to include in ће 
next Finance Bill a provision to exclude redundancy 
payments under the Act from the ordinary charg= to 
Schedule E income tax. Section тт of the new Асі 
envisages that in certain circumstances redundency 
payments under an approved scheme may be emb- 
stituted for those under the Act. The exemption will 
also apply to. payments under approved schemes 
which would otherwise be taxable, up to the amornts 
which would have been payable had the Redundemcy 
Payments Act applied. However,.in calculating ће 
amounts to be exempted, the rules of the арргстед 
scheme for reckoning continuous service will be 
followed, if they differ from those in the Act. Altho-gh 
exempted from Schedule E, the payments will. be 
brought into account in calculating liability urder 
sections 37 and 38 of the Finance Act, 1960 (‘gol=en 
handshakes’). 

Turning to the payer of these payments, the 
Chancellor said he would include a provision in the 
Finance Bill to ensure that the payer carrying сва 
trade etc. or claiming management expenses, will be 
entitled to deduct the payments (made to busiress 
employees) for corporation tax or income tax par- 
poses — to the extent that those payments аге not 
recoverable from the Redundancy Fund. Where a 


business is continuing, such deduction would normal- 
ly be claimable in any case, but there might other- 
wise be difficulties if the business was ceasing. 

It is envisaged that in the case of schemes approved 
under section 11 of the new Act, the outlay to which 
the new Finance Bill is to apply will not exceed the 
difference between the amount recoverable from 
the Redundancy Fund and the amount which the 
employer would have been liable to pay if the 
Redundancy Payments Act itself had applied. In any 
case where the payment under the approved scheme is 
less than the redundancy payment which would have 
been due under the Act, the outlay covered by the 
new provision will be the amount by which the 
approved scheme payment exceeds the amount 
recoverable from the Redundancy Fund. The new 
provisions will be retrospective to cover all payments 
after the Redundancy Payments Асе comes into force. 


CAPITAL ALLOWANCES AND LEASED 
PLANT 


HE new corporation tax has cut down the tax 

benefits which were expected from heavy ex- 
penditure on plant and machinery. The change is 
particularly serious for companies which lease out 
these commodities and relied on investment allow- 
ances. Тће Government is having another look at this 
problem, but in the meantime there is nothing but 
uncertainty. It would be helpful, now that the 
Chancellcr has revealed part of his Budget, if he were 
also to give an early indication of what (if anything) 
will be done for purchasers of plant and machinery, 
not to mention industrial buildings. 


CAPITAL GAINS EXEMPTION 


STATEMENT presented by the Chairman of 
the Stock Exchange Council to members of the 
London Stock Exchange this week indicates that the 
Council intend to ask the Chancellor of the Exchequer 
to exempt capital gains below {500 from liability to 
both long- and short-term gains tax. It is thought 
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that such an exemptior would help the efficiency of 
the market. The sum of £500 in any tax year is 
notional at this stage. 

'The Council is exoected to submit a memor- 
andum to the Chancellor over the next month and to 
draw his attention to the adverse effects of rising 
taxation, notably the extension of the capital gains 
tax on the market, not least on the jobbing system. 
'The document says that the collection of tax on 
amounts below £500 ir a year must prove adminis- 
tratively difficult and expensive and that such an 
exemption would not detract from the principles 
behind the tax. 

Mr R. F. M. Wilkinson, the Chairman of the 
Council, claims that tke taxation introduced at the. 
last Budget seriously afected turnover on the Stock 
Exchange. 


C.B.. EVIDENCE ТО ROYAL COMMISSION 


RADICAL but constructive proposal is made in 

the written evidence submitted by the Confedera- 
tion of British Industry to the Royal Commission on 
Trade Unions and Employers’ Associations. They 
propose that there shculd be registration of trade 
unions and employers’ organizations and that the 
registrar се bool not be an anonymous leg 
official but a forceful personality. ' 

'They start by saying that they do not think that 
trade unions should Lave their immunity in tort 
extended to cover sympathetic strikes or inter-union 
disputes, Immunity, tainks the C.B.L, should be 
given only to registered organizations. Registration 
should be voluntary bat should be granted only if 
the registrar is satisfied that union rules provide for 
control by its members and the circumstances in 
which benefits can be paid are clearly defined. 

The registrar should push and prod both unions 
and employers’ organ zations into action against 
breaches of agreements and there should be financial 
penalties held in reserve and finally deregistration. 
They think that the registrar’s initiatives would be 
acceptable to both sides of industry because he would 
be working along previously approved lines. The 
С.В.І. also makes prcposals for improvements in 
the organization of both unions and employers’ 


organizations. 


NOVEL NEW INVESTMENT SERVICE 


EASURING the market performance and 

trends of prices ef equity shares is becoming 
more and more a comp-icated mathematical exercise. 
'The latest demonstratien of this development comes 
from Hoare & Co, the City stockbrokers, in the form 
of a first edition of a new investment statistical service 
(for institutional cliente) processed by the firm's own 
computer and based on closing prices on Wednesday, 
November 3rd, 1965. When regular publication 
begins towards the enc of the year, the data will be 
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up-dated and reissued weekly. Меввгз Hoare & Co 
emphasize that the computer is being used not to 
make investment selections but to direct the attention 
of analysts to positions which may warrant further 
inquiry. 

The service covers 1,200 compédnies, of which 1,000 
are divided into seventy-seven manufacturing groups 
and the others into ten financial sectors. For each 
group, indices have been constructed measuring price, 
dividend, earnings л for interim results) and 
assets, and the data for the 1,000 industrial companies 
has in turn been aggregated to form indices for each 
group total and for the overall total. The latter shows 
that the London market at the beginning of this 
month had an average dividend yield of 5-35 per cent 
and a profit-earnings ratio of 12:6 per cent. Where 
necessary, reported company earnings have been 
recalculated to allow for corporation tax at 40 per cent 
and earnings are shown as profit-earnings ratigs and 
not as earnings yields. 


Another novel feature of this cleverly devised : 
survey is that income account items such as trading ; 
profit, pre-tax earnings and gross cash-flow, and | 


ceztain balance sheet totals are expressed as per- 
ceatages of the market valuation of the equity capital, 
thus making for an easier comparison of the values 
which the market places on these salient features of 
a company’s economy. 


SMALL FIRMS AND THE NATIONAL PLAN 


HIGH proportion of Industrial & Commercial 

Finance Corporation investment is in private 
or unquoted companies, and most of their customers 
are close companies within the terms of the last 
Finance Act, stated Lord Shertield, Chairman of the 
Industrial & Commercial Finance Corporation, on 
Wednesday, when addressing a luncheon meeting of 
the London and District Society of Chartered 
Accountants. Therefore, I.C.F.C. were inclined to 
look at the world through small business spectacles, 
and it was from this point of view that they had 
considered the National Plan. 

He went on, ‘I.C.F.C. spokesmen frequently urge 
the need for smaller firms to take a longer view ~ 
especially on investment during recession periods — 
but we are acutely conscious of their present diffi- 
culties on this score. If the Plan really succeeds in 
smoothing out ‘stop-go’ in the longer-term, it could 
benefit many smaller firms even more than large ones. 
For this reason we have special cause for wishing it 
well in these general terms’. 

Lord Sherfield went on to say that the National 
Plan commended rationalization, standardization and 
larger production runs. The implication of this for 
some industries was that the aggregation of small 
firms into larger units was an objective to be en- 
couraged by Government action. Whether this was a 
good development depended on the quality of the 
management available. ‘A combination of small firms 
without a management capable of organizing them’, 
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he pointed out, *will be less effective than the sum 
of the previous individual units.’ 

‘But whatever holes one can pick in it’, Lord 
Sherfield continued, ‘the Plan is there as a frame: of 
reference and a challenge, and industry must do its 
best to respond to ft.’ 


PARLIAMENTARY QUESTIONS 


HE Chancellor of the Exchequer will be urged 

in the Commons on November 23rd to call for a 
report from the Board of Inland Revenue on the 
difficulties experienced in calculating capital gains. 
Mr Geoffrey Lloyd (Cons., Sutton Coldfield) has 
tabled a question to this effect. He will also ask Mr 
Callaghan to arrange for an explanation of the p-o- 
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cedure for calculating capitel gains to be sent to all 
investment clubs. 

Then, cn November 3oth, the Chancellor will be 
urged to set up a special branzh of the Inland Revenue 
to deal with the examination of returns of capital 
gains. Aleo on November 30th, Mr Peter Bessell 
(Liberal, Bodmin) will seek an amendment of the 
Income Tax Acts to provide exemption from income 
tax of mee] allowances to commercial travellers. 

Mr Јоћа Wells (Cons., Maidstone) is to call atten- 
tion to the hardship to the horticultural industry 
which would be caused by tàe proposed 40 per cent 
tax on land scheduled for development, and he is to ask 
the Chancellor to examine tbe possibilities of new tax 
reliefs for those building or rebuilding glass-houses 
with a view to offsetting this imposition. 





This is My Life... 


by An Industrious Accountant 
CHAPTER 303 


HE senior auditor sat back reflectively, crossed 

his legs and smiled with slightly patronizing 
tolerance. He was tall and dark haired, with that high- 
nosed bony face which looks supercilious withcut 
meaning to. ‘It’s different for you, of course,’ he sad. 
‘After all, you’ve left the profession, you know.’ A 
sudden silence ened the enormity of his 
comment. 

It must be admitted that I was conscious of a 
quick angry resentment. I don’t like that gibe abcut 
‘leaving the profession’. For over two decades at least 
in my experience it's been responsible for hot words 
and hotter quarrels. I remember the shambles at an 
annual meeting of our local society some years ago, 
when a self-righteous but insensitive i 
refused to withdraw such a remark, although half 
the audience was calling out in protest. In later days 
it's been responsible for more than one broken 
friendship; it's high time that the lie was nailed 
once and for all. 

The auditor, mildly conscious of tension in tae 
atmosphere, looked up inquiringly. 'I take exception 
to that remark,’ I said. ‘It’s neither accurate nor 
courteous.’ I meant to say it with suave cynicism but 
somehow it came out with a rasping growl. Since we 
had been casually chatting about professional fees 3e 
scarcely expected such umbrage. It’s probably un- 
precedented for an auditor to be denounced to Lis 
principal as persona non grata in the eyes of Lis 
client, but my hand was reaching of its own accord 
for the telephone before I recovered my equilibrium. 

In fairness to him, our auditor’s reaction was 
irreproachable. He apologized with startled sincerity. 
It was the common expression, he said; it was often 


used; far бе it from him to intend any offence. After 
all, he honestly thought that chaps in industry and 
commerce accepted that they were not 'in the pro- 
fession’. At least, they never seemed to indicate any- 
thing to the contrary so far єз he knew. 

Even as he spoke I could see there was a certain 
logic behind his assumptions. Accountants in industry 
undoubtedly blush unseen, mostly of their own 
volition. They attend but perfunctorily our branch 
lectures and meetings throughout the winter – though 
their practising brethren are hardly distinguished 
for doing any better. Indeed, che current programme is 
heavily one-sided — auditing in depth, balance sheet 
format, the auditor's role in the business world, and 
во on, being typical topics. At our general meetings, 
discussions concentrate on items of interest primarily 
to those in practice — finance, sub-committee move- 
ments, examination results, design of accounts, in- 
comes of members in small partnerships, etc. Seldom 
does anyone bother to ask us in industry what our 
particular headeches are, what we brood over lying 
awake in the small hours, stering into cold darkness. 
We're the forgotten army. 

And: talking of armies, -here's an old military 
anecdote which is perhaps analogous to our case. 
It concerns Sir Charles Napier of Peninsular War 
fame, who in 1843 crowned a brilliant campaign 
against the Baluchis with tbe capture of the city of 
Sind. His victory communique was brief; it was: 
PECCAVI. 

Classics scholars may app-eciate the delicate pre- 
cision of the perfect tense: “Т have sinned’. Humour- 
ists will savour the sophisticated pun; historians the 
comparison with Caesar's Vezi, vidi, vici; soldiers the 
simplicity; but I think that for understatement, 
modesty, and soft pedalling o£ great achievements the 
phrase is worthy of the typical accountant. 

But – as I lectured our auditor — accountants are ac- 
countants, whether in conunerce, industry, public 
practice, or what have you - they're all ‘in the 
profession’. 


Reviews 


The Businessman's Lawyer and Legal Lexicon 


by Ewan MrrcHzLL “Business Publications Ltd, 
London. 75s net.) 


The Making of Business Contracts 


by A. HanpING BOULTON, LL.B., F.C.L8. (Sweet & 
Maxwell, London. 355 net.) 


A little learning can be either dangerous or useful, 
depending on how the knowledge is applied. Cer- 
tainly as regards the lay an understanding — even a 
layman's understanding — can be invaluable, partly 
because it gives the possessor a realistic appreciation 
of the consequences of deviating from the right side 
of it, and partly because he knows sooner when to 
consult a solicitor and how to put to him the essential 
points of the case. 

'There are many bocks which aspire to help the 


business man in this direction but none more cleverly. 


compiled than the first of the two mentioned above. 
Mr Mitchell reviews гасу and wittily, but in surpris- 
ing depth, almost every problem likely to be en- 
countered in the ordinary course of business including 
broken contracts, dud cheques, faulty goods, doubtful 
debts, cut price piracy, restrictive practices, hire- 
purchase hazards, wor:hless guarantees, the many 
liabilities of an emplcyer and import and export 
difficulties, Next, in a series of appendices, he deals 
with such specific legislation as the Contract of 
Employment Act, the Shops Act, the Sale of Goods 
Act, the Partnership Act and the Companies Act – 
the last with particular reference to Table A. Then 
follows a lexicon in tke shape of a guide to legal 
language covering over two hundred pages. Mention 
should be made of two contributions by ‘guest 
artists’ to this remarkably informative manual – a 
Scottish supplement Ly a Scottish lawyer and a 
series of engaging line illustrations by Bass. 

The author of the second book suggests that its 
. Sub-title might be ‘How to read (and write) the small 

type on the back’. He examines in considerable detail 
both the philosophy aad functions of the business 
legal contract and points out the dangers of such 
documents which are on the one hand carelessly 
drafted and, on the other, uncritically accepted. Mr 
Boulton believes that with business becoming every 
day bigger and more -omplex, liaison between the 
legal expert and his commercial client should be 
closer, and that one of the ways to do so is to bring 
into the open the défficulties which each has in 
understanding the language and outlook of the other. 
His clear-sighted analysis of these difficulties should 
greatly help those concerned to overcome them. 
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The Investment and Taxation of Trust Funds 


by С. №. KEETON, M.A., LL.D. Barrister-at-law. 
(Sm Isaac Pitman & Son Ltd, London. 40:.) 


THs is a new book in which Professor Keeton, an 
authority on trust law, seeks {0 •аззіві trustees and 
their advisers in determining both the extent of the 
powers possessed by trustees and the manner in 
wLich those powers may now be exercised. Part I 
deals with the investment of trust funds, a subject 
wLich has become vastly more complicated since the 
passing of the Trustee Investments Act, 1961. Of 
course, even that Act only altera, in a rather compli- 
cated way, the body of rules about trustees which has 
bezn established in the Courts, supplemented by the 
"Trustee Act, 1925. 

Part II deals with the taxation of trust funds and 
includes the scope for variation of the trusts (with 
опе eye on taxation) as extended by the Variation of 
Trusts Act, 1958. Unfortunately, trustees have new 
wctries under section 25 of the Finance Act, 1965, 
which provides for various deemed ‘disposals’ and 
the consequent liability to capital gains tax on deemed 
gans. Actual disposals, too, may attract capital gains 
tar. Short-term gains, being of greater vintage, are 
dealt with in the book. 

The complexities of trusteeship increase all the 
tine; it is a thankless task on which a great deal of 
guidance 18 required – and which this book provides. 


Understanding Accounts 


by К. S. WALDRON, F.C.A., F.A.C.C.A., A.T.LI. (Thomas 
Nelson & Sons Ltd, London. 18s.) 
The merit of this book is that while it is initially 
written for the members of works committees, it 
should have a wider appeal also as an introductory 
work for students of the professional accountancy 
examinations and other students of management. 
It quickly dispels the notion that the accountant's 
orly usefulness is in the preparation of annual 
accounts, and concentrates attention on the decision- 
making processes and means whereby actual business 
reaults are achieved. It is apparent that new genera- 
tions of accountants need to be made more aware, 
as soon as possible after the commencement of their 
training, of the forward-looking uses of accountancy, 
rather than concentrating on these matters after 
qualification as the need arises. Also to non-accounting 
business personnel, the book explains in a bird’s 
eye view the type of information required by the 
management accountant and how it is best interpreted 
br the decision-making members of management. 
The first five chapters show how internal planning 
ard performance information help to create the 
decisions from which the final balance sheet even- 
trally emerges. These chapters deal with cash- 
flew statements, forecasts and budgets, marginal 
ccsts, accounting ratios and other management 
reports. 'lhe necessity of providing management 
irformation is explained for the lower levels of 
rcanagement and so should help to encourage their 
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Britain's businessmen 
are getting up off their assets 


They’re showing a welcome change of attitude to 
TopTablé leasing. They're impressed by the soundness 
of the principle that profit is made from the use, not 
ownership of non-productive office furniture and equip- 
ment. They're impressed by the economy of TozTable 
leasing -no capital outlay, cheaper than buying rental 
terms, tax relief and interest charges lower than com- 
petitors’. They’re impressed by the thoroughness of the 
TopTable service- the free design consultancy to help 
plan your offices, the convenient monthly payment cover- 
ing everything from lighting and curtains to ashtrays 
and waste bins. If you’re still sitting on your assets 
gentlemen now is the time to rise to the occasien and 
send this coupon for the completé TopTable saving story. 
It makes impressive reading. 


ease send without о! ation a complete run down 


авина риитона 
Pi 
on the TopTable service, its savings & advantages. 


оао 
D. | 
Ec 

lop Table 


CLEASING) LIMITED 
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Transport operation. 
without capital outlay? 





T gives you economy 
from the start 


Switch your fleet to Contract Depreciation to achieve a new, con- 
sistent economy. іп transport operation. With the CD system cap- 
Ita! outlay Is eliminated-—-yet cach truck comes to you new and you 
have all the tax rellefs, Including Investment allowance, every time, 
And СО economy goes even Jurther—with regular vehicle replace- 
ment, loss of use Is virtually eliminated so that fleet profitability 
shows a very worthwhile incraase. 

Of no leas Importance, operacing a modern and well kept fleet Is a 
major factor in maintaining aad Increasing company prestige. 


There are other major advartages of CD, already established for 
over 15 years ~~ 


* Tallor-made contracts- mean fewer Idle trucks or part 
loads. 


€ Less maintenance and repairs require fewer skilled (and 
scarce) mechanics anc reduced workshop space. 


© Planned transport Mer piod can accurately predict 
total transport costs well ah 


• оошот for tenders can Ls estimated more com- 
petitively. 

€ Unprofitable administretion takes up far less of your time. 
GET ALL THE FACTS ON. CD — send for our brochure 
“Contract Depreciatlan—the reasons why." Ask your 
secretary to clip the ccupon to your letterhead and’ post 
It—TODAY | 


CONTRACT DEPRECIATION by 


CET) FORD & SLATER UD 


PIONEERS OF THE LEYLAND APPROVED ____ 
VEHICLE CONTRAST OPERATINGSCHEME ЖЕШ 
— STILL THE MOST ECONOMICAL 











el CE н —— nns па паљење — 


| To: FORD & SLATER LTD., NARBOROUGH ROAD SOUTH, LEICESTER | 
| Yes! Please send me your-rochure on Contract Depreclation | 


| Mark for the attention ої.......................---—....--—...——.—....- 


| 
| ———————Ó—cctld | 
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POLICY 


NON GANGELLABLE SICKNESS & 
ACCIDENT INSURANCE ° 


Ж IDEAL FOR THE PROFESSIONAL 
MAN OR WOMAN 


Ж PROTECTION AGAINST INFLATION 
can he arranged at 
commencement so that the policy 
will increase automatically by 
10% every five years regardless 
of state of health. 


Ж MONTHLY BENEFITS payable direct 
to policyholder. 


Ж PREMIUM LIABILITY included in 
benefits if required. 


Write or telephone for а copy of the prospectus 


CRUSADER 


INSURANCE COMPANY LIMITED 
Established 1899 


Head Office: Woodhatch, Reigate, Surrey 
Telephone: Reigate 42424 


Chief London. Office : 52 Lime Street, London E.C.3 


Telephone: MANsloa House 4851 


WATCH . 


US 





ASSETS EXCEED £23,000,000 
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co-operation in preparing management reports. In 
short, efficiency measured in terms of profitability 
and financial viability depends on the best decisions 
being made at the right time based on under- 
standable and releyant information. 

А. minor criticism of the book is that the full 
significance of break-even charts mentioned on page 
33 is not fully dealt with until page 44 in its relation 
to marginal costing and a cross-reference would have 
been helpful. 

Chapters 7 to 9 deal with the wider aspects of a 
business in its particular industry and other financial 
matters. The advantages of interfirm comparisions, 
capital investment returns and the appreciation of 
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published accounts, with helpful comparison between 
English and American accounts are included. 
Unfortunately the recent recommendations of the 
London Stock Exchange are not dealt with; also, 
with regerd to depreciation, mention could usefully 
have been made of the English Institute’s recom- 
mendation that, where due to changing price levels 
a greater fund will be required for the replacement 
of fixed assets, then a separate appropriation of profit 
should be made apart from the depreciation charge 
based on historical cost. 

The book contains seventy clear explanatory dia- 
grams and each chapter lists suggestions for further 
reading from both British and American sources. 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Taxation in Company Accounts 


Sm, – It is with some diffidence that I express a 
comment upon the notes issued by the Council of 
aie Institute and published in your issue of November 
13th. 

The Council express the view that in drawing up 

the accounts of a company, the corporation tax should 
be deducted, leaving a ‘Profit after corporation tax’ 
item from which dividends are deducted gross, 
ultimately leaving a figure of ‘Profit retained for the 
year’, 
From the viewpoint of the management of the 
company no exception to this treatment can be taken. 
It shows the earnings and the retentions. However, 
from the viewpoint of the shareholder every exception 
can be taken to the recommended treatment. It 
conceals the full impact of the ФхаНоп which the 
profits earned on his capital have to bear. 

I would have thought some treatment could have 
been recommended so that the shareholder could see 
at a glance the total taxation paid by the company in 
Such a manner that an easy comparison can be made 
илаш the taxation under the old basis and the new 

asis. 

After all, whatever the legal position may be, 
shareholders are only бшед. with their met 
dividends. The auditor’s duty is, I would have 
thought, to look after the interests of the shareholder 
not only so far as the company is concerned but also 
so far as the Government taxes his investment through 
the company. 

The point I am making is of particular importance 


where profits are declining and рр dividends 
have to be reduced. This I would think is in many 
cases quite likely in the next eighteen months or so. 
It is particularly important in such cases that a 
shareholder can assess for himself whether a cut in 
his dividend would have been necessary if the old 
system of taxation had been retained. 
Yours faithfully, 
RALPH P. ANDERSON, F.c.a. 
Surbiton, Surrey. . 


Gains Tax Administration 


Sir, — If there be any truth in the rumour that the 
Inland Revenue fear a break-down in the administra- 
tion of the capital gains tax if accountants fail to send 
in computations of their clients’ gains, let the facts be 
learnt before chaos ensues. 

The Revenue have a difficult enough task to set up 
the machinery to deal with this tax without being 
ignorant cf the degree of help to be forthcoming from 
the profession. As reasonable men we must accept our 
political bosses’ decisions, and as responsible men we 
must co-operate to the full to implement them. I 
believe the Institute should forthwith discover what 
practising accountants will be able to do. 

This information may be of vital importance in 
the Reverue’s planning; let it be made available to 
them as soon as possible. Speaking for myself, in the 
light of current pressure upon time and staff, in the 
main it will be physically impossible to do more than 
supply incormation and check the Revenue’s com- 
putations. In fact, will it be generally in the client’s 
interest to do more? Irrespective of whether the costs 
are allowable — and it seems they are not – the client 
expects us to protect his pocket, not to incur expense 
by doing the Revenue's job. 

I believe the Institute would find a great deal of 
support for the view that the profession will not or 
cannot undertake this work. I hope this would come 
ав no surprise to the Revenue, but if its plans would 
be upset by such an outcome to the inquiry, then I 
suggest the Institute should set up a working party 
with the Board to discover practical ways of easing 
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the burdens of administration of this tax including, 
perhaps, arrangements aatisfactory to the profession 
or operating a computer centre to syphon off a large 
proportion of items representing the large annual 
volume of stock excharge trarsactions. It is absurd 
to expect men, whether in the profession or the 
Revenue, to do work more suited to a machine. 

I wonder if my views have a general measure of 
support. If they have, then I suggest that the best 
help the Institute can рӯе at tke moment is to let the 
Revenue know where we stand. 


Yours faithfully, 
London WC2. J. 8. HILLYER, M.A., F.c.a. 


Finance Act, 1965 


Sm, – A letter in your October 23rd issue from Mr 
Halmer Hudson deals with a number of very import- 
ant points in connection-with corporation tax. I would 
like to raise a query, however, regarding his views in 
paragraph 3. Would no: the provisions of section 61 
of the Finance Act, 1963, and especially subsection 2, 
nullify any benefits from the hiving-off of parts of a 
business into other sudsidiary companies. If these 
new subsidiaries remained under the same control 
as the original compan~ presumably for corporation 
tax purposes the transfec to the new companies would 
be ignored, and in accerdance with subsection 2 of 
section 61 there should be made to or on the successor 
in accordance with section 56 of the Act all such 
allowances and charges as would, if the predecessor 
had continued to carry on the trade, have fallen to 
or on it. 

Is it not the case, therefore, that the original 
company and its offsp-ing would be limited to ап 
allowance for director'a remuneration which would 
have been given to the original company if the new 
subsidiaries had not been formed? 

Yours faithfully, 

Hollingbourne, Kent. К. А. POLLOCK, F.c.a. 
[Section 61 (2) of tke Finance Act, 1965, deals 
specifically with ‘the allowances and es provided 
for by section 56 of this Act'. Reference to section 56 
shows that the ‘allowances’ there dealt with аге 
capital allowances and со not concern deductions for 
directors’ remuneration. The answer to our corres- 
pondent's specific question tkerefore appears to be 
‘no’. However, Mr Hudson says that upon reflection 
he feels that regard shoald be had to section 28 of the 
Finance Act, 1960. The formation of new subsidiaries 
would involve the issue of shares to secure the tax 
advantage of additioral deduction for directors’ 
remuneration, and the Revenue might well take action 
ee Ds section to nullify the advantage obtained. — 

tor. 


Loans by Close Companies 
Sm, — The corporation tax erticle “Loans by close 
companies’ in your issue of November 6th makes no 
reference to loans to trustees under section 54 of the 
Companies Act, 1948. 
It seems that the making of such loans by close 
companies will be heavily penalized after April sth 
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next year, even for share trust schemes which have 
been long established. 

1 would welcome comment on this point as it would 
seem to warrant publicity if my understanding of the 


position is correct. 
Yours fhithfully, 
London EC3. B. L. CLAY, F.c.a. 


[Our correspondent is presumably referring to the 
exception to section 54 permitted by proviso (Б) thereof, 
which allows a company to lend money to trustees to 
enable them to acquire shares for the benefit of em- 
ployees under a scheme. This is one exception from 
the general prohibition in section 54 on companies 
providing financial assistance to enable persons to 
acquire shares in the companies. We agree that loans 
mede under proviso (6) would be caught by section 75 
of the Finance Act, 1965, if the trustees were partici- 
pators or associates of participators. This is undoubt- 
edly a point which warrants publicity. — Editor.] 


Section 214 Ambiguity? 


Sir, — Cock Russell notwithstanding, Mr Budibent 
(November 6th issue) must take his quaintnesses on 
a global, nota pick-and-choose basis; a strict reading of 
section 214 should precede a strict reading of section 
220 rather than follow a common-sense reading of it. 
То putitschematically, ава repayment claim would do: 





Section £ £ sd 
І £450 at 8s за 185 12 6 
209 S.I.R 100 
aro А.5. 220 
214 Н.К. 75 
— £ s d 
395 at 8s 3d 162 18 9 
220 К.К.К. 55 at 4s 3d 11 I3 9 
— 174 12 6 
611 о o 
Yours faithfully, 
Danbury, Essex. Р. W. pz VOIL. 
Benefits from Travel 


Sir, — The article in your October 3oth issue, 
written by a visiting New Zealand accountant, was 
useful reading. I visited Toronto shortly after I quali- 
fied and joined a professional firm. It is very опік ely 
that in England I would have taken on audit an 
articled clerk who was older than I, married with a 
family, and a graduate with a degree in geology. The 
experience of finding that coffee houses were not 
round every corner to be visited while travelling to 
the client's premises was also salutary. 

No scholarships are needed to learn this and much 
Tore of use — the pay is excellent. I am quite sure that 
travel can do nothing but good to someone who has 
spent four or five years in the same office, albeit with 
the most excellent training. The only problem is to 
convince one's hosts that not all Britons working 
abroad have emigrated. 


Yours faithfully, 
Chelmsford, Essex. C. W. PRYKE, A.C.A. 


November 20th, 1965 ' 
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Finance and 
Commerce 


The Directors’ Report 
ee report and accounts of Midland Indust-ies 
Ltd for the year to June 3oth, 1965, from wEich 
this week's reprint is taken, are a reminder of a ma-ter 
stressed in this column from time to time — thet a 
slavish following of the requirements of section 157 
of the Companies Act can lead to unnecessary 
repetition. 
^ — Although this can be seen in the reprint, it should 
be noted that in the original the figures in the disec- 
tors’ report faced the figures in the profit and loss 
account on the opposite page. A brief run-through 
shows that, apart from the retentions of the subsidiary 
companies, the figures in the report can be tra-ed 
across to the profit and loss account. 

Some companies actually combine the requirements 
of section 157 with their profit and loss account znd 
are to be commended for doing so. It is a li-tle 
disconcerting, to say the least, to follow two sete of 
figures presented with but slight dis-similarity of 
form, which, in effect, say the same things, when ene 
account can suffice. 

The directors’ report, it will be noticed, is confir ed 
to figures except for the notice of the retiring director 
and the willingness of the auditors to continue in offe. 
Apparently it is considered that the other require- 
ments of section 157 are fulfilled in the accompany ng 
chairman's statement. But if the chairman's statement 
can thus serve the dual purpose, why not also -he 
profit and loss account? 


Combined Operation 

What section 157 says is that (x) “There shall be 
attached to every balance sheet laid before а compeny 
in general meeting a report by the directors with 
respect to the state of the company's affairs, "ће 
amount, if any, which they recommend should be 
paid by way of dividend, and the amount, if any, 
which they propose to carry to reserves within -he 
meaning of the Eighth Schedule of this Act’. 

And (2) that “The said report shall deal, so far ағ is 
material for the appreciation of the state of the 
company's affairs by its members and will not in the 
directors’ opinion be harmful to the business of the 
company or of any of its subsidiaries, with any char ge 
during the financial year in the nature of its sub- 
sidiaries, with any change during the financial усаг 
in the nature of the company's business, or in the 
company's subsidiaries, or in the classes of busin-ss 
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in which -he company has <n interest, whether as а 
member of another company or otherwise’. 

Section (3) gives the репа ез for non-compliance. 

As already said, the chairman's statement is now 
accepted as covering section 157 requirements and, 
of course, goes far beyond taem. A combined direc- 
tors’ report and profit and less account should surely 
be the other end of the combined operation. 


Leyland & Birmingham 
АЕ Е makes another point from The 
Leyland & Birmingham Rubber Company's 
accounts other than the source of earnings question 
recently discussed in these notes. The reader's point 
concerns the capitalization 5f £400,000 of reserves 
for the purpose of a ‘one for five’ scrip issue. Of the 
£400,000: {100,000 came from general reserve, 
£200,000 from contingencies reserve, £84,000 from 
capital reserve (thereby extinguishing that account) 
and the £16,000 balance, as our correspondent puts 
it, as a ‘bonne bouche direct Бога P. & L.’ 

*Doesn't this sort of nonsense’, he asks, ‘make a 
fairly forceful argument for one single revenue reserve 
or a single balance of undistributed profit, particu- 
larly in this case when the contingencies reserve has 
been built up without any explanation to share- 


holders?’ It is a fair question to ask and a fair point to 
make. Тіз column ferent put the case for a 
single revenue reserve and gradually the proliferation 


of reserves is becoming a thing of the past — possibly 
the need for Leyland & Birraingham's contingencies 
reserve has become a thing of the past as well. 

The correspondent also criticizes the company 
— which repaid 5s a share three years ago — for storing 
up undistributed profits in investments, largely in 
loans and deposits with local authorities. The latest 
group acccunts show quoted securities of a book value 
of £375,525 (market value £328,806) and unquoted 
securities of £890,000. The money, our correspondent 
considers, would be better distributed to shareholders. 


The Ruler 


Ave RTH-WHILE consideration in the presenta- 
tion cf figures comes to mind in reading the 
balance sheet of Crompton Parkinson Ltd. It is just 
the simple matter of drawing horizontal lines across 
a page of notes on the balance sheet to assist the eye. 

Crompton Parkinson ргсуійев a single-column 
balance sheet taking one page in a quarto-sized annual 
report and accounts. Notes are given on the facing 
page and run (in smaller type than used in the balance 
sheet) to fifty lines of words and figures, including 
ruled-off totals. But in swinging the eye across from 
the balance sheet item to the -elative note, concentra- 
tion is hindered by the need to select and hold the 
attention on the particular ncte information. 

More definite separation of notes (1) to (9) by a 
ruler and biro proved the contention that informa- 
tion can be so closely packed that distinguishing wood 
from trees is difficult. | 
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MIDLAND INDUSTRIES LIMITED 
and its Subsidiaries 


CONSOLIDZTED BALANCE SHEET 
с 30th JUNE, 1964 














' 1964 Costor — Depreci- 
А t . £ £ 1964 Totum arion 
ISSUED SHARE CAPITAL OF FIED KARIET (Nate Р 
reel an u 
MIDEANDINEUSTRIES As Independently valued in 1965 250500 1503 
170,350 — LIMITED 290,700 Ах Cost . 7,454 3,24 
161,078 257,954 4,744 
34,033 Ped and троа Plant and артеле 15096 87,134 
1 rniturs, ures an ulpment » 
CAPITAL. RESERVES £^ Horor а Нила лез 13014 6 
6,104 Share Premium Account .. — 72379 £ 7 434,349 ^ 107,326 
Surplus on Revaluation of түттү (1964: 7353,007 120,008) 
— Freehold Land and Buildings 92,959 ———Y 
SUBSIDIAF.Y NOT CONSOLIDATED 
REVENUE RESERVES Ме wr 3c c 28,960 
. 160,000 General Reservo = Less: Provision 24 sis 25 7,341 
74,333 Profit and Loss Accounts 130,550 ОЕЕО 21,619 
E 130,550 x села 
NET CURRENT ASSETS 
~ Coca end Workein-P 
f tocks an o n-Progress at 
410,787 514,209 the lower of cost and net realis- 
294,160 able value а s E 294,874 
276,364 Debto-s and Prepayments " 269,834 
PROVISION FOR DEFERRED 2,557 Cash at Bank and in Hand s 12,118 
LIABILITY 573,081 576,826 
Corporation Tax due 1st Jan- 225787 Lase: Currant my lee ias 
= tors and Accru arges А 
MUTA еко am 50,500 67.530 Bank Overdraft... 30,514 
Income Tax due fat January, 30715 Provision for Final bividend 29,460 
62,300 1966 .. је T T — 
395,943 427,028 
177,138 
nd у 
Directors EXCESS OF COST OF SHARES IN 
“Мемле j SUBSIDIARY COMPANIES OVER 
THE OF NET 
62,150 TANGIBLE. ASSETS: ACQUIRED xs 
£473,087 £564,709 £473,087 
~ не 
$ 


NOTES ON-THE ACCOUNTS... 


(1) SHARE CAPITAL 


On 22nd July, 19642,407,000 new Ordinary Shares of 1/~ wera issuec as fully paid 


by way of capitalisation of Reserves аз follows:— 




















Share Premium Account 614 
General Reserve 114,25 
#12032 
(2) FIXED ASSETS OF THE GROUP 
Fixed and Furniture 
Freehold Loose res 
Landand Plant and and 
Bulldings Machinery Equipment Vehicles Total 
COST OR VALUATION * 
ie ii cit gd .. 188,502 134,227 20,048 11,030 353,807 
es on Revaluation 66,528 — — — 66,528 
Additions, less Sales .. 2,924 6,737 2,369 1,984 14,014 
Азас 30th June, 1965 .. 257,954 140,964 22,417 13,014 434,349 
DEPRECIATION 
Аз at 30th June, 1964... 27,424 80,169 7,850 4,565 120,008 
Excess on Revaluation (26,431) — — — 431 
Adjustment re Sales .. (588) — (868) (1,456. 
Provision for the year. . 3,751 7,513 1,511 2,330 5,205 
Asat 30th Juna, 1965... 4,744 87,194 9,361 6,027 107,326 
Net Book Value at 30th — —— 
AC June, 1965 .. — .. 253,110 — 53,770 13056 6987 327,023 
(3) SUBSIDIARY NOT CONSOLIDATED 
(а) At 30th June 1965, the wholly-owned Belgian Subsidiary (M.LL. uropa S.A.) 


formed during the year had not commenced production. The flest Accounts 
will be made up to 30th June, 1966, The Parent Company has pro- ided £7,341 


ME 


Subsid 
(b) The Parent Company hes given guarantees 
Subsidiary up to a maximum amount of £40, 


of Formation and Pre-production expenses incurced by the 
apin Bank адукусез to the 


(4) CAPITAL COMMITMENTS OUTSTANDING 
The Company £3,000 
The Group 


(5) PROFIT AND LOSS ACCOUNT 


(1964: 
£36,000 (1964: 
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25,738 


149,798 


62,150 


£564,709 





£3,500) 
£20,000) 


(2) Group Trading Profit is shown after charging the follow- 











ing:— 
1964 
£ £ 
15,103 Depreciation oe 15,205 
Remuneration of Directors of 
Parent Company: 
1750 Fees .. ёе x .. 1,250 
5,460 Other Emoluments 5,864 
1 Pensions (Past Directors) 1,250 
d e — — 8,364 
1,090 Auditors’ Remuneration m 1,090 
5,420 Bank interest .. ae .. 7,353 
(2) Non-recurring and Exceptional items: 7 
Share Jasue Expenses 2,068 
Provision In respect of obras 
tlon and Pre-production ex- 
penses of new Subsidiary 7,34 
Further provision for Taxation 
on ргойта of last year.. as 3,900 
Miscellaneous (iess Taxation 
there-on) n es PA 5,319 
£19,528 
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CITY NOTES 


А from some initial defensive marking 
down of prices, tne stock-market has not been 
unduly disturbed by tne Rhodesian situation. The 
short setback, in fact, only served to bring in new 
support at the lower tevel of prices in the equity 
sections. 

Only in the gilt-edgec market, where the Rhodesian 
position would seem © have ruled out Bank rate 
reduction hopes, has tFere been any real impression 
and two corporation bans, which fell foul of the 
weaker market conditions, were heavily left with 
underwriters. 

Equity sentiment, hewever, has been buoyed up 
by further good indust-ial profit and dividend news 
and also by encouragimg forecasts by a number of 
company chairmen of current-year prospects. Fears 
of the credit squeeze сғивіпр a recession in the early 
part of the New Year have now largely evaporated. 

Тће October trade figures, without being out- 
standingly good, were considered good enough, and 
the current atmosphere in equity markets is one of 
guarded confidence. Tre volume of business is not 
exactly pressing but, despite an improvement in the 
amount of two-way business, the market remains 
technically open to the effect of even modest demand. 

It is beginning to lock as though something reall 
startling will have to develop to shake the market mood. 


* + * * 


HOSE still looking for signs of New Year 

recession may see -he sacking of 300 workers at 
the Ebbw Vale plant of Richard Thomas & Baldwins 
as a straw in the ecenomic wind. The decision, 
however, seems to turn on the severity of export 
competition rather аг on any run-down in home 
demand. 


It remains to be seen whether or not any of the 
other sheet steel groups, Steel Company of Wales and 
John Summers in particular, а a similar position 
in the export sphere. The main export problems 
exist in toughly competitive European markets. But 
that does not alter the fact that pressure seems to be 
building up on the industry. 

* * * * 
NCE again the Building Societies Association 
has recommended no change in interest rates and 
the leading societies, at least, are still operating on 
the narrow margin of 4 per cent tax paid to investors 
and 6} per cent charged to borrowers. The inflow 
of funds is still holding up and there are indications 
zhat some smaller societies are finding difficulty in 
attracting borrowers rather than savers. The bigger 


societies, however, are able to step up their lending ` 


volume. The Halifax Building Society had £42 
millions of loans in the pipeline at the end of October 
and is currently offering loans at the rate of £17 
million a month. In the nine months to October, the 
Society lent £122:2 million — an increase of [3:2 
million on the comparable 1964 period. 


* * * * 


"ГНЕ Chairman of the London Stock Exchange, 

Mr R. F. M. Wilkinson, has again made a plea 
for the introduction of a minimum limit for capital 
gains tax purposes. Mr Wilkinson's suggested limit 
is £500. That may seem a shade on the high side 
but there would seem to be an argument for the 
introduction of a limit. 'T'he Inland Revenue, it may 
be imagined, would not look askance at such a move. 
The prospect of having to deal with thousands of 
cases of gains tax on small amounts is hardly 
inspiring. 


RATES AND PRICES 


Closing prices, Wednesday, November 17th, 1965 


Tax Reserve Certificates: 


Bank Rate 
Nov. 2, 1961 6% Jan. 3, 1963 4 
Mar. 8, 1962 54% Feb. 27, 1964 5% 
Mar, 22, 1962 5% Nov. 23, 1964 79 
April 26, 1962 4, June 3, 1965 6% 
Treasury Bills 
Sept. 10 £5 ros r60d% Oct. 15 5 8: 287d% 
Sept. 17 5 95 1o'81d2 Oct. 22 5 9s 0'624% 
Sept. 24 £5 9s 10°47¢% Осі. 29 5 8s 959d% 
Oct. 1 5 8s 5:822.) Nov.5 £5 95 2:674% 
Oct. 8 £5 7s 10:26d% Nov. ra £5 9: 4'094%, 
Мспеу Rates 
Day to day 41-5 E Bank Bills 
i „ 44—590 2 months sis dio 
tne Trade Bills 3 months 51-59% 
3 months 776) 4 months 51-5 vA 
months /A 6 months 51-5 % 
months пи 


interest rate 28.11.64 34% 


139'15 Paris 
19328 Zürich 


Gilt-edged 
Funding 3% 59-69 
vings 3% 60—70 
Conversion 6% 1972 h 65-7 
Conversion 54% 1974 
Conversion 5% 1971 
Conversion 3195 1969 
Conversion 3$% 
Funding 54% 82—84 
Funding 4% 60-90 
Funding 3 у 99-94 
Funding 3% 66-68 


Savings 37 


4 


x 
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SPECIALIZED 
PROFESSIONAL 


SERVICES 
For increased G.R.F. and Profits consult HART & 00 


(BUSH HOUSE) LTD 


Hart's is run by Accountants, for Accountants. Fully q-allfied, 

expert staff, operating within a stone’s throw of Сотргъіез House, are 
constantly available to deal promptly with your every 1 ES 3 
requirement. Our comprehensive services augment and-extend your 


increase G-R-F. and increase profits. Specialized serviz include: LEONARD STREET 


COMPANY FORMATION - Memorandum end Article 2f Association, combined CITY ROAD 


| тейге, пш books, share zertificate, company real. 
uM. companies. 
Р LONDON EC2 
AGENCY DEPARTMENT – Company searches, trade-mark searches, voluntary 
liquidation filing. 
COMPUTER SERVICES -inciuding att forms of data mechanized @ CLERKENWELL 4108/9 
accounting and share 


PRINTING & STATIONERY . «i types designed and sxecuted with speed. 
OFFICE EQUIPMENT . supplied for cash or on less, 





Phenix to the Yeeoue] мыл 


ago, Phomnix waid have extinguished your fire. Today, our rescue operations are 
concerned with —&duoing the financial consequences of disaster..... as specialists 
in fire and 8001, ant insurance, we know that losses aren't confined to buildings, 
plant and good. There are others less obvious but just as crippling finano!ally. 
Overheads mus- somehow be met, essential orders filled, key workers paid, book 
debts recovered— even though production is at astandstill..... Pheonix 
wil protect your business against many kinds of financial loss—if you 
haven't got this protection, it’s time you considered it. For more about 
business insuratces write to our Pablicity department in London or any 













" à Mares $ 


4 D UU BAD H t Jm n Н ` C AE a 


PHCENIX ASSURANCE COMPANY LIMI ED, Phoenix House, King William Street, London EC4 








Capital for 
Technical 
Developments 


TDC provides fenance to companies or 
individuals for technically novel projects, 
which have passed the prototype stage. 
Its shareholders сте insurance companies 
and other City imstitutions, who thus 
collectively suppcrt technical innovation 
with risk capital. 


We aim to satisfy the aspirations of 
competent men keen for personal 
achievement by exabling them to develop 
their projects intc profitable enterprises. 


Our staff are quelified to assist clients 
and their advisers on a broad range of 
management problems. 


Our booklet ‘Cavital for Technical 
Development’ ок тег our aims and 
activities, and provides a guide for 
applicants. 


TECHNICAL DEVELOPMENT CAPITAL LTD. 
Piercy House, 5/6 Costhall Avenue, London E.C.2 
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RSTING WITH 
OPPORTUNITY 


Canada, the second largest country in the world, is 
surging ahead with massive expansion and develop- 
ment ease ug Millions of dollars are being spent on 
ecuiring md cauipping aspect of Canadian 
вч is no shortage of money or materials, 
only manpower. Canada is crying out for pegple 
who have the spirit and determination to make a 
better life for themselves. Canada is rich in natural 
resources and there is room to expand. All the oppor- 
tunity in the world is to be found in Canada. 


- and yet you're only six flying hours, or six by 


sea, away from it. Assisted passage loans are a 
* Work life IN CANADA 
inna coe ro ке мар Ead mque гаш! Neary all 


е Pre five-day working week, with annual vaca! 


* Family life IN CANADA 


“television setand vire 


* Soclal life IN CANADA 


e family will ckly feel at home in the comm 
а depre il quickly fee] at home In the сосна р 


ЕЭ» зулат football skating, 
ечат pastime yon you can паше — are freely available 
enable you to enjoy life to the full, . 


CHARTERED ACCOUNTANTS 


who are members of the Institute of Chartered 
Accountants are granted affillate membershlp of the 
Canadian Institute of Chartered Accountants in most 
provinces. 


ђин за mam um ла та аз ан эи жи YE ee ee эл эм ME E EE 


НИ in this coupon if you want to know more about 
opportunities in Canada. 


OCCUPATION Ls АСЕ | 


DEPT 419 AC 20/11 
GOVERNMENT OF CANADA IMMIGRATION SERVICE 
38 GROSVENOR STREET, LONDON WI 


and d offices in Bristol, Glasgow, Leeds, Liverpool, Belfast and 
ublin. 


Wear ион vet por тизи um э um ти не м э ти ин ин ки AT EROR 
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Accountants! Problems in 


* 


a ‘Stop-go’ Economy 


PRESIDENT'S COMMENTS AT NEWCASTLE DINNER 


“TN these days when we have a managed economy 

we are subjected to somewhat violent changes >y 
Governmental decree, and I must confess that she 
business man is sick and tired of a “stop-go” type of 
economy which we have had for far too long,' declared 
Mr R. McNeil, F.c.a., President of The Institute of 
Chartered Accountants in England and Wales, in 
Newcastle on Thursday of last week. 

The President, who was speaking at the annual 
dinner of The Northern Society of Chartered Accouat- 
ants, went on: ‘We as accountants are not concerr2d 
with making economic policy decisions. All we want & a 
stable economy, as free as possible, under whEh 
we can assist our clients to make financial decisicns 
which, of course, in themselves are based on normal 
business concepts, not dictated by political policy, 
whether or not that policy is directed towards home 
affairs or international ones.' 

Mr McNeil, who paraphrased his speech on the 
symbolism of the Institute's coat of arms, was respor-l- 
ing to the toast to the Institute. He said that according 
to his information the well-favoured lady on the ccat 
of arms was the figure of economy, which in these deys 
seemed to be something one was prepared to heve 
nationally but had no relevance whatsoever in the 
personal experience. 

In the lady’s left hand, said Mr McNeil, there was 
a pair of dividers intended to indicate the accuracy 
which could be obtained from using measuring devices. 
It might also resemble the gesture by Sir Winstan 
Churchill ав an outward symbol of his faith in Lis 
ability and the ability of this country to overcome ill 
its difficulties, said Mr McNeil, who added: 

"But let me say that Winston Churchill was not afraid of 
any legitimate challenge which might be made to him. Wean 
the accountancy profession realize that our challenge wll 
come and is coming from the universities and the business 
schools in the provision of chief executives for industry. Ve 
are happy that this is so. 

‘We think we are able, or will be able in the future, со 
match them in training, and that we have some abilities 5f 
our own which will keep our members fh the forefront. 

‘I refer to the objective approach which our members ясе 
able to give as a result of their form of training and whi-h 
does not appear to be present at the moment in any other. 

‘Whatever may be the final result, it cannot but be for te 
good of industry and commerce in general to have moe 
than one type of candidate for these very top positions, ard 
we shall be glad to be judged on the final results.’ 


Institute’s Authority 


га In the right hand of the lady was the rod of authoritz, 


and here the symbolism was twofold, said the Presiden-: 


‘As accountants, we frequently have authority .s 
experts in our own field, but it also means that the Institue 
itself has authority over its members. 

"In every application to become a member, the applicant 
voluntarily abrogates some of his normal common righ.s 


and agrees to accept the discipline of this Institute. 

‘The only penalty that we can impose is to suspend, or 
in severe cases, to exclude a member. While our authority 
is used with the utmost discretion, we are undoubtedly 
jealous of cur reputation and will allow no member to 
beamirch it. 

‘Leaving aside, however, our authority, we pass on to the 
last item thet is in the badge, which is the rudder. What is 
significant, 5f course, is that the rudder is not only the 
means by which we can steer — and we certainly need to 
steer a very careful course in these complex times — but it 
indicates thet we also have a boat; that we are prepared to 
be adventurous and to put to sea, perhaps in uncharted 
waters." 


Accountant's Image 


'The general view of a chartered accountant, said 
Mr McNeil, is that he is not adventurous and that if 
he exercises anything, it is only likely to be caution. 
But that image 1s completely wrong, he emphasized. 

‘Tt is true that the accountant still has responsibility as a 
financial reporter in relation to matters of past results, but 
he also looxs forward avidly into the future, to make 
forecasts of anticipated future trading results, the capital 
cost and likely return on new projects, the cash-flow into a 
business against the requirements that have to be met, not 
only in relat:on to capital, but for trading items as well. 

*In general, to chart the position of a business in the short- 
term with very considerable accuracy, and in the long-term 
with such a reasonable degree of accuracy that it can be 
relied upon over a period of perhaps some years. 

‘In an area such as Newcastle these techniques are of 
vital importence, whether one has or has not the advantage 
of a computer to assist, and our training in articles and in 
particular post-graduate training, is leading to very signi- 
ficant improvemen:s in the standard of service which we 
can supply to our industrial friends." 

Mr McNeil went on to say that the coat of arms, 
which was designed over eighty years ago, still had 
significance and represented the aspirations of the 
Institute both now and in the future. He added: 

“When I speak of the future, I cannot but refer in New- 
castle to your member and Past-President of the Institute, 
and my very great friend, Mr Winter. 

‘He is in charge of the most important committee that we 
have dealing with future plans, and upon his calm judgement 
and critical appraisal of our needs, depends the future of 
this profession.’ 

Mr McNeil paid tribute to Mr S. A. Middleton, 
F.C.A., President of the Northern Society, who presided 
over the company of 5oo members and guests, and 
also to all officers of the Society for the work they had 
done in the promotion of the interests of the Institute 
in the area. 

Earlier, proposing the toast to the Institute, Mr М. 
Aldridge said that the Institute existed to preserve 
very high standards, and every credit was due to it for 
what it had achieved. 

‘The toast of "The Guests’ was ably proposed by Mr 
H. D. Anderson, of Middlesbrough, and Lord 
Westwood of Gostorth responded. 


674 


iE 
ACCOUNTANT 


Notes and Notices 


PROFESSIONAL NOTICES 


Messrs Cooper BnorHzus & Co and Соорвез & 
LYBRAND announce the appointment of Mr FRASER 
MITCHELL, Е.С.А., ав a director of their associated 
company Cooper Bno-HzRs & Со (MIDLANDS) in 

Birmingham. 

Messrs MipGLEY, SNELLING, Нил, & Co, Chartered 
Accountants, of Kensington House, Rosemount, 
Douglas, I.o.M., announce that they have taken Mr 
Davi HENRY SNELLINC, A.C.A., into partnership. 

Messrs PANNELL FITZPATRICK GRAHAM & CREWDSON 
have moved their Kanc office to 61 Maganda Road, 
P.O. Box 787, Kano, Nerthern Nigeria. 

Mr J. D. Тніск, F.c.#., practising under the style of 
J. Doucias Turck & C», Chartered Accountants, an- 
nounces that he has rernoved his office to 46 London 
Road, Reading, Berks. 

Messrs THORNTON Beker & Co, Chartered Account- 
ants, and Messrs WILLIAMSON, BUTTERFIELD & 
RoBERTS, Chartered Ascountants, of Eldon Lodge, 
Eldon Place, Bradford т, and Eildon, Bradford Road, 
Cleckheaton, jointly announce a fusion of their interests 
with effect from July 182, 1965. 

Messrs Vicror WarsoN & Co, Chartered Account- 
ants, announce that their address is now Yorkshire 
House, East Parade, Leads т. 

Messrs WENN, 'l'owNzgND & Co, Chartered Account- 
ants, announce that М> CYRIL J. SMITH, F.c.a., the 
manager of their Abirgdon office for a number of 
years, has been admitted to partnership in the Abing- 
don firm. 

Appointments 
Mr К. А. W. Caine, F.c.a., has been appointed 
deputy chairman of Universal Asbestos Manufactur- 
ing Co Ltd. 

Mr I. К. Collins, A.C., has been appointed financial 
director of Singlehurst Engineering Ltd. 

Mr J. А. D. Cormie, c.a., has been appointed com- 
pany secretary and chiet accountant of А. C. Christlieb 
& Co Ltd, of Apapa, Nigeria. 

Mr James Doolan, &A., A.C.A., has been appointed 
lecturer in business ion at University 
College, Dublin. 

Mr C. E. M. Hardie, C.B.E., F.C.A,, has joined the 
board of The British Printing Corporation Ltd as 
vice-chairman and finamcialadviser. · 

Mr J. Е. Mallabar, 3.C.4., has joined the board of 
General & Engineering Industries Ltd. 

Mr С. C. May, B.8c:(ECON.), F.A.C.C.A., F.C.I.8., has 
been appointed chief accountant of B.P. Refinery 
(Kent) Ltd. 


Mr J. H. B. Munro, c.a., has been appointed finance/ 
ad-ninistration controller of The Scotsman Publications 
Lti, while retaining his position as secretary of the 
company. 

Mr Ronald B. Ogden, F.c.a., has been appointed 

of the Law Courts branch of the Eagle 
Star Insurance Co Ltd. 

Colonel В. M. Percival, T.D., D.L., F.C.A., has been 
appointed chairman of Hindson & Andrew Reid Ltd. 

Mr P. J. Prior, B.SC.(ECON.), F.C.A., has been ap- 
painted managing director of H. P. Bulmer & Co Ltd. 

Mr L. W. Torry, ¥.c.a., has been appointed 
secretary of Rentaset Ltd and some forty of its sub- 
sidiary companies. 

"The following appointments in the Vickers Engineer- 
ing Group, with effect from November rst, are 


announced: Mr N. J. Edwards, M.A., A.C.A., assistant . 


commercial director; Mr H. D. Astill, A.C.A., acting 
commercial manager of certain divisions of Vickers- 
Armstrongs North East Works; Mr R. Enticott, A.C.A., 
A.C.W.A., commercial manager, Power Press Division; 
Mr B. P. Thomas, A.C.A., commercial manager, Forge & 
Foundry Division, and Mr M. M. Wallace, a.c.a., chief 
accountant, Non-Ferrous Metals Division. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
Members’ Library 
Certain engineering work has to be carried out in the 
Hall of the Institute at Moorgate Place in those rooms 
now used by members, such as the Library and 
Members’ Reading Room. The contractors will work 
on Saturdays and Sundays only and it will be necessary 
for the Library to be closed next Saturday morning, 
November 27th. If it should prove necessary to close 
far any subsequent Saturday, notices will be displayed 

in the entrance to the Fall. 


SCOTTISH INSTITUTE’S TAXATION COURSES 


The Institute of Chartered Accountants of Scotland is 
currently holding part-time evening courses on the 
1965 Finance Act for more than 1,100 of its members 
ic Aberdeen, Dundee, Edinburgh, Glasgow and 
London. In addition, a residential course was held last 
week-end at Dunblane for a further 74 members at which 
tke corporation and capital gains taxes were studied 
amd discussed. Next week-end 45 members in the 
Imverness area will forgather for the same purpose. The 
courses are being conducted by members of the 
Institute with special knowledge of taxation problems. 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SWI 


Telephone Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


November 20th, 1965 * 
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IN PARLIAMENT 


Retirement Pensions: 
Exemption from Income Tax 


Mr Barnett asked the Chancellor of the Excheque= if 
he will give an estimate of the cost of exempzng 
retirement pensions from income tax where реп- 
sioners’ total income, including the pension, does not 
exceed Хто per week. 

Mr MacDznMor: About £7 million in a full узаг, 
on the assumption that my hon. friend is referrinz to 
National Insurance retirement pensions. This st 
would be nearly doubled if marginal relief were also 
given on the lines of the marginal relief associeted 
with the age exemption provisions. 

Hansard, Nov. 2nd, 1965. Written answers, col. - 38. 


Capital Gains Tax 
Mr ОСБОКЕВЕУ LLOYD asked the Chancellor of the 
Exchéquer d in view of the difficulty to smelter 
investors in calculating taxable capital gains, he ~ill 
arrange for an explanatory booklet to be issued v-th 
income tax forms and made freely available. 

Mr MacDsrmot: Notes explaining the provisi-ns 
of the Capital Gains 'l'ax will be issued with retarn 
forms. An explanatory booklet is in course of prepera- 
tion and will be made available as soon as possi e. 


Hansard, November 15th, 1965. Written answ=<s, 
col. 22. 


3% PER CENT DEFENCE BONDS 
(CONVERSION OFFER) 


The Treasury has announced that a conversion oder 
will be made to holders of 3$ per cent Defence Boss 
purchased in the period September 16th, 1955, to 
October 31st, 1955, and maturing on March 15th, 1976. 

These holders will be invited to exchange their 
holdings into 5 per cent National Development Bor 35 
(Second Conversion Issue) on March 15th, 1936. 
Holders who accept the offer of conversion will 
receive a final interest payment of six months’ inter=st 
at #3% per cent per annum on March r5th, 1955, 
together with the premium of £3 per cent on Bor ds 
exchanged. А first interest payment on the new 
Second Conversion Issue Bonds will be made =n 
August r5th, 1966, in respect of the period fren 
March 15th, 1966, to August са 1966. If the offer 18 

not accepted, interest on the maturing Bonds УП 
cease with the payment due on March r5th, 1966. 

The terms of the new Second Conversion Issue 
Bonds will be the same as those of the 5 per cent 
National Development Bonds (Second Issue) curren-.y 
on sale except that interest will be payable on Februzry 
15th and August rsth. The list of acceptances of fe 
conversion offer will be closed on December roth, 19€ 5. 


FOR C.A. 
EXAM 
PASSES 
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THE DUBLIN SOCIETY OF 
CHARTERED ACCOUNTANTS 


Mr F. C. Winkelmann, M.A., F.C.A., P.C., Treasurer of 
'Trinity College, Dublin University, since March 1962, 
has been elected Chairman cf 'The Dublin Society of 
(ocn: X ue _ Chartered Accountants. Mr 

CE inkelmann was previously 
assstant to the chief account- 
ant of Cement Ltd, one of 
Iretand’s largest industrial 
concerns, and in 1951-52 
he was with Burroughs 
Machines Ltd. 

Educated at Sandford Park 
Scaool, Dublin, Mr 
Winkelmann entered Trinity 
College in 1944 to study 
modern languages. He gradu- 
ated in 1948 and in 1949 was 
articled with J. Sedgwick & Co, Chartered Account- 
ants, of Dublin, being admitted to membership of The 
Institute of Chartered Accountants in Ireland in 1952. 

Mr Winkelmann has long been ап active member of 
the Dublin Society of Chartered Accountants serving 
as Chairman of the Industriel Group in 1958—59 and 
Chairman of the Students’ Group in 1963-65. He is 
also on the Industrial Adv:sory Committee to the 
Council of the Irish Institute and is a member of the 
Irish Management Institute. 

A member of the Naticnal Yacht Club, Dun 
Laoghaire, and Foxrock Golf Club, Mr Winkelmann 
is also a life member of the Eoyal Dublin Society and 
a member of the Royal Zoological Society of Ireland. 

Other officers elected for the ensuing year are: 

Vice-Chairman: Mr G. D Е.С.А. 

Honorary Secretary: Mr W. B. Lyster, A.C.A., 7 Fitz- 

willian Place, c. Dublin 2. 
Honorary Treasurer: Mr D. Р Flinn, F.C.A. 





LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


*Balance' Group 


The next meeting of ‘Balarce’ will take place on 
Thursday, December and. It will take the form of a 
dinner, followed by a talk by Mr F. Clive de Paula, 
T.D., F.C.A., on “The control and finance of research 
and development projects’. The meeting will be held 
at the Lansdowne Club, 9 Fitzmaurice Place (off 
Berkeley Square), commencing at 6.30 p.m. for 7 p.m. 
Balance’s membership is made up of younger members 
of the London and District Society of Chartered 
Accountants but any other members are welcome to 
apply to attend the dinner, the cost of which is 30s. 
Applicatiors, enclosing chequ2, should be sent to the 
secretary, Mr W. J. H. Everitt, B.A., A.C.A., 36A 
Porchester "Terrace, London YV2, as soon 28 possible. 


Д ек. 
book (without obligation) on application tor 
THE RAPID RESULTS COLLEGE 
D=PT CAI, TUITION HOUSE, LONDON owe 
Member of the As Association don of Bri 
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MANCHESTER SOCIETY OF CHARTERED 

ACCCUNTANTS 
Course on the Finance Act, 1965 
There was an attendance of 300 members of the Man- 
chester Society of Chartered Accountants at а success- 
ful two-day course on the Finance Act, 1965, held 
recently by the Society at the Manchester College of 
Science and Technology. The course was opened by 
Mr J. A. Edwards, J.P., 7.C.A., President of the Society, 
and the speakers were Mr К. S. Carmichael, F.c.a., 
who dealt with various aspects of corporation tax, and 
Mr L. J. Northcott, F.c.a., who spoke on the capital 
gains tax. 

Owing to the heavy demand for places, a duplicate 
course has been plannec for 'l'uesday and Wednesday, 
January 18th and 19th next, when priority will be given 
to the unsuccessful app icants on this occasion. 


'SOUTH-WEST ESSEX CHARTERED 
ACCOUNTANTS' GROUP 


Following a recent highly successful meeting on cor- 
poration tax at which -80 members and guests were 
present, the Group's next meeting will be on Wednes- 
day, December rst, wien the subject will be “The 
taxation of capital gains.. The speaker will be Mr R. S. 
Pereira, Р.С.А., who will explain the principal problems 
arising out of the provisions contained in the 1965 
Finance Act — the impact of the tex and reducing its 
incidence. The meeting will be held at the White Hart 
Hotel, High Street, Eomford, Essex, at 6.30 p.m. 
Refreshments will be available from 6 p.m. 

Those interested in attending the meeting should 
send name and address together with a remittance for 
55, to the secretary, 187- South Street, Romford, Essex. 

The group, which vas only recently inaugurated, 
is now actively supporzed by many practitioners and 
non-practitioners; any chartered accountant living or 
working in the area, however, who is not already on 
the mailing list is inv-cted to communicate with the 
Secretary at the above address. 


THE CHARTERED ACCOUNTANT STUDENTS’ 
SOCIETY OF LONDON 
Lectare Meeting 
Mr O. P. Stutchbury, M.a., PH.D., managing director 
of the Save and Prosser Group Ltd, will deliver a 
lecture entitled ‘Unit trusts’ at 5.30 p.m. on Monday 
next, November 22nd, at The Little Ship Club, Bell 
Wharf Lane, Cannon Street, London EC4. 


Speakers’ Course 
The third lecture in th.s session’s speakers’ course will 
be on the subject of ‘Eow to deliver your speech’ and 
will be held in the Society’s Common Room at 43 
London Wali, London EC2, at 6 p.m. on Wednesday 
next, November 24th. 
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LIVERPOOL CHARTERED ACCOUNTANT 
STUDENTS’ ASSOCIATION 


The next meeting of the Liverpool Chartered Account- 
ant Students’ Association will take place next Thursday, 
November 25th, when the President of the Institute will 
address students. The Associatión's December pro- 
gramme is as follows: 
December 18th: Informal Dance at the Mardi Gras Club, 
Mount Pleasant. 

December 9th: ‘Accountancy safari — experiences in 
Africa’, by Mr M. C. Roberts, a.c.a. 

December 20th: Visit to John Summers & Sons Ltd, 
Shotton. (Party limited to thirty.) 

The meetings on November 25th and December 
igth will be held in the Library, 5 Fenwick Street, 
Liverpool 2, at 5 p.m. and will be preceded by tea. 

In the New Year, on January 4th and 5th, one-day 
courses for Íntermediate and Final students will be 
held at the Library commencing at 9.30 a.m. Both 
courses will be taken by Mr J. V. К. Anderson, м.А., 
A.C.A. Students who wish to attend should obtain per- 
mission from their principals as early as possible and 
should also sign their names on the list posted in the 
Library on December 29th. 


THE INSTITUTE OF INTERNAL AUDITORS 
South Wales Chapter 


А resolution to form a South Wales Chapter was passed 
and signed by twelve internal auditors at a meeting held 
atthe Royal Hotel, Cardiff, on Wednesday of last week. 
'The meeting was presided over by Mr Ј. О. Davies, 
F.2.A., A.C.W.A., Chief Internal Auditor of the National 
Coal Board, who is Director-at-Large of the Institute, 
supported by Mr R. H. Pitchford, A.A.C.C.A., Chief 
Internal Auditor of the West Midlands Gas Board, the 
European-West Regional Vice-President. 
Officers of the Chapter were elected as follows: 
President: Mr J. A. Chorley, F.c.a., National Coal Board. 
Vice-President: Mr K. E. Parfitt, F.C.A., Richard Thomas 
& Baldwins Ltd. 
Secretary: Mr R. W. Rawlings, British Railways 
Treasurer: Mr C. A. Clark, The Hodge Group of Com- 
panies. 
Meetings are to be arranged and it is expected that 
the Chapter will grow quickly and incorporate mem- 
bers from the West of England area. 


COURSES FOR MANAGEMENT 


‘Analysing compfny accounts and yields’ and *Com- 
puters and top management’ are the titles of two one-day 
courses due to take place in London on November 
25th. Another one-day course, ‘Diagnosis for cost 
reduction’, also to be held in London, will take place 
an December 8th. Further particulars are obtainable 
from Management Courses Ltd, Albany Courtyard, 
Piccadilly, London Ут. 
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Investment Stimuli? 


NVESTMENT allowances, observed Mr CALLAGHAN in the 

course cf his last Budget address, ‘were introduced with the 

sole objsct of providing an incentive to investment’. The 
CHANCELLOE noted, however, that eviderce to the National 
Economic Development Council and mo-e especially to the 
Richardson Committee on the Turnover Tax (Cmnd 2300) 
suggested tkat the allowances ‘were not an »fficient incentive’. 

For the tame being, however, the existing structure of capital 
allowances Las remained uachanged, although the effective relief 
provided thereby has been reduced by about a third with the 
substitution of the corporation tax of between 35 and 40 per cent 
on taxable огојив for the combined income and profits tax of 
564 per cenz. Recent public discussion seers to have overlooked 
the CHANCELLOR’s observation that he did not feel it necessary ‘to 
increase the relief (allowances) every time tke tax is reduced’. 

Nevertheless, the need for stimulating industrial investment as a 
means of accelerating the rate of econom.c growth, to which 
Governments of all complexions are plecged, is undeniable. 
Furthermore, given the demand for labour in conditions of over- 
full employment, the only possible counter to persistent wage 
drift is labowr-saving plant. In short, the question is not whether 
investment stimuli should be granted, but how they should be 
given to achieve the greatest effect. 

A working party of the Confederation of British Industries has 
recently submitted evidence to the Department of Economic 
Affairs, based upon the replies from a surver among its members, 
urging that the existing allowances be retained, but that their value 
in terms of tax relief be adjusted to offset the effects.of the change 
to corporation tax. In marked contrast with the previously 
reported views of industrialists that such allcwances were ignored 
in making imvestment decisions, for example, as in the report of 
the Commit-ee on the Turnover Tax, the C В.І. inquiry adduces 
evidence that manufacturers are much influenced by them. 
Thus, any reduction in the value of the existing allowances 
would lead, according to the C.B.I. findings, to a reduction by 
some 40 pe- cent of the proposed capital investment by large 
firms. Replics from companies accounting for over half the total 
investment covered by the responding comoanies indicated that 
the allowances had made a significant difference to their invest- 
ment decisions. 

The Department of Economic Affairs may not accept without 
some questicning the apparent implications of the C.B.I. survey. 
To quote Dr Јонмзом, when a man is to be henged on the morrow, 
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it concentrates his m nd wonderfully. In the same 
way the prospective loss of a measure of tax 
relief, when it is abundantly clear that corporate 
taxation is increased. is an obvious inducement to 
fight to retain any form of prospective relief, 
however marginal. 

What is more interesting is the C.B.I. finding 
that the majority of respondent firms opted for 
‘free’ depreciation rather than any other form 
of relief. Тће C.B.L working party responsible 
for the report does not share the views of the 
majority of the respondents. It argues against 
free depreciation on the grounds that it would be 
expensive to the Exchequer since the entire 
relief. totalling some £300 million would be 
claimed in the year of acquiring new assets. 
More serious than tae effects on the Exchequer, 
which could be abated by spreading the tax 
relief over two or three years, is the probable 
effect such a stimulus would have on investment 
decisions. То start with, it would mean that the 
Exchequer would bear a major part of the actual 
cost of new capita. investment. Тће working 
party doubtless reccgnizes that the Treasury is 
not so philanthropic that it would willingly 
accept what amounts to an open-ended commit- 
ment at a time wken economy is, at least in 
theory, being enfcrced on all departmental 
spending. 

In any case, it is idle to pretend that all invest- 
ment is equally desi-able in the national interest, 
even if the firms making it are profitable. The 
adoption of a system of free universal depreciation 
would be not merely expensive to the Exchequer, 
it would be expersive and wasteful for the 
economy. While the capacity of the machine tool 
industry is not as stretched as is the construction 
industry, any substantial incentive to industrial 
investment would -apidly force up costs and 
prices within the incustry. 

One of the more interesting aspects of the 
question is whether cash grants payable on the 
purchase of plant would provide a greater 
stimulus than the conventional investment allow- 
ance. There are obvious. objections to the cash 
payment and, the C.B.I. stresses, not least 
among them are tke administrative difficulties. 
More important, hcwever, the С.В.І. feels that 
grants should be awarded only to those firms 
which can use them profitably, hence the 
advantage of tax relief rather than the cash grant 
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which would relate not to profits but to expendi- 
ture. Yet there are strong reasons for the intro- 
duction of such a scheme despite the apparently 
modest support for it from the 45 per cent of the 
C.B.I. sample of 1,000 which responded. First, 
there is the difference between the large and the 
small firm; the latter will be much more con- 
cerned with its cash position than the large firm 
with adequate resources. Mr KARL GROSBSFIELD, 
writing in The Statist of November 12th, recom- 
mended the introduction of a system of encashable 
vouchers representing the tax relief on capital 
expenditure. This has the advantages of the cash 


4 


payment scheme and would emphasize the - 


obvious tangible benefit of the relief. 
Furthermore, such a scheme would enable the 
Government to introduce discriminatory allow- 


ances, If a major object of stimulating investment у: 
is to reduce the demand for labour, then there is a ' 


strong case for encouraging the introduction of 
labour saving and automated plant more than 
other forms of investment. Organized industry in 
Britain has never relished, nor does the C.B.I. 
report, the prospect of tax discrimination, 
whether it be against overseas investment or to 


" encourage particular forms of capital expenditure 


rather than others. Yet the effectiveness of the 
Government's economic planning depends oa 
the ability to discriminate, in the sense of en- 
couraging some industrial activity more than 


cthers and, in some cases, positively discouraging ' 


їс. The C.B.I. report recognizes this possibility 
and seeks to rebut the arguments on the grounds 
that any system of discriminatory relief is bound 
to be arbitrary and involve administrative delays. 

There is no doubt that the Government will 
continue to grant some measure of investment 
incentive to industry. If the economy were not 
so overloaded,* the incentives might well be 
generous, possibly following the Swedish pattern 
which seeks to encourage a contra-cyclical 
pattern of industrial investment. It is almost 
equally certain that, in the longer run, if not 
immediately, the investment incentives will dis- 
criminate between different types of investment 
in accordance with the objectives of the National 
Plan. The mere fact that the nationalized fuel 
industries have recently demonstrated yet again 
the limitations of planning and forecasts of 
investment will not discourage the Government’s 
economic planners. 
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Excess Dividends —I 


FTER April ‘sth, 1966, all dividends aad 
other distributions of companies will -e 


subject to new rules under which tre’ 


company must account to the Inland Reven-e 
for the standard rate tax on the grossed-mp 
amount and cannot set off against that liabilty 
any part of the corporation tax it pays, mr 
(subject to very restricted relief under section 35 


_ of the Finance Act, 1965) against income tix 


which the company has paid on its profits. Тћае 
is therefore a natural incentive to companies 10 
step up their dividends before April 6th, 1965, 


‚ With results which have been noticeable in the =- 


nancial Press. However, although provisions which 
we have already discussed are directed to encour- 
aging close companies (i.e. the great majority =f 
companies) to distribute their profits, the Gover-- 
ment have nevertheless imposed searching pr- 
visions designed to prevent all companies fram 
gaining any tax advantage by what has been called 
‘forestalling’, that is, by paying dividends befcre 
April 6th, 1966. These provisions are contained an 
section 83 and Schedule 19 to the Act, бе 
schedule being devoted to groups of companies. 

A distinction is made between ‘dividends’ and 
‘capital dividends’ without any attempt beizg 
made to define either term. 

Phrase 
Accounting date 
Period of account 
Gross amount 


M 


The date to which a ccnpany makes up its accounts. 
The period for which а -ompany makes up its accounts. 
The amount which, айг deduction of income tax at the 


The first thing to notice about these pro- 
visions is -hat they are aimed only at ‘dividends’ 
which, although not defined, certainly do not 
extend to -he wide range of things which the Act 
calls ‘distributions’. Accordingly there is nothing 
in the provisions to prevent an advantage being 
obtained by making a distribution (not being a 
dividend) before April 6th, 1966. For the range 
of distributions, see the leading articles in our 
issues of July 1oth and 17. 

The next thing to notice is that the provisions 
are aimed only at companies resident in the 
United Kingdom. Thirdly, as might be expected, 
they do not apply to a company which by April 
6th, 1966, has ceased to carry on ‘business’ 
(undefinec). Nor do they apply where on that 
date the ‘business’ is being carried on by the 
liquidator (section 83 (14)). A unit trust scheme is 
also exempt, notwithstanding that section 69 
of the Finance Act, 1960, directs that the Income 
Tax Acts, shall have effect as though such a 
trust were a company. 

It is nct possible to follow the provisions in 
section 8: and Schedule rg without knowing 
the meaning of various technical expressions, the 
definitions of which are strewn about the Act. 
Some of them are brought together below: 


Where defined 
Section 89 (2) (a) 
Section 89 (2) (a) 

Section 83 (13) 


current rate, is equal ta the amount ргій, or treated as 
paid. Where dividends ære paid at a reduced rate under 
section 19 of the Finar-e Act, 1962 (double tax relief), 
the reduced rate is to = used for this purpose. 


efore Dece3ber.1964, except where this 


Section 83 (6 
Section 83 (7 


Standard period "ће three years ending with the company’s last account- 
ing date А 
would go back to before the company commenced 
‘business’; in which ca 2 see below. 

Initial capital 


(i) In relation to the stzndard period, tae amount at the 


Section 83 (8) 


beginning of the pwiod of the paid-up share capital 
and of any share premium account (however i 


{ii) in relation to any .ater 
adjusted by making for 


eriod, the amount at (1) 
e period from the begin- 


ning of the standar- period to the beginning of the 
later period, the like additions and ceductions as are 
provided for in ѕе:іоп 83 (8) in relation to com- 
puting the share cpital in a period, but without 
reducing any addi3on or deduction thereunder. 
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Phrase Meaniag Where defined ` 
Share capital in The initial capital, adjusted Section 83 (8) 
а period (a) by adding amounts received in payment up of share 


capital (reduced by the proportion of the period 
which elapses before such receipt); = 
(b) by deducting the amounts paid by the company in 
repayment ої share capital (reduced іп the same way 
as in (a) abcve). 
Standard dividends The greater of Section 83 (6) (5) 
(i) one-third of the gross dividends paid in the three 
years to November 3oth, 1964; 
(ii) 74 per cent cf the share capital in the standard period. 
Where the standard period does not cover three years, Section 83 (7) 
there are modifications. 
Profits Profits as computed for profits tax, including franked Section 83 (9) 
investment income but igncring ; 
. (5) abatement; : | 
a ree of di ; : 
(iii) disallowance of directors’ remuneration; 
(iv) investment allowances; 
(v) initial allowances; y 
(vi) balancing charges; 
(vii) scientific research allowances in respect of expendi- 
ture incurred after November sth, 1962 (see 
Finance Act, 1963, section 36); 
(viii) ‘free’ annual allowances in a development district for 
plant (see Finance Act, 1963, section 38) in excess of 
15 per cent. ; 
(ix) ‘free’ annual allowances in a development district for 
mining expenditure (see Finance Act, 1963, section 
39) in excesa of 15 per cent; 
(x) ‘free’ annual allowances for ships (see Finance Act, 
1965, section 14) in excess of 15 per cent. 


(The profit of an overseas trade corporation is computed Section 83 (10) 
as though it were not one). > 
Standard profits "The greater of Section 83 (6) (d) 


(1) one-third of the profits for the standard period; 
(ii) то per cent of the share capital in the standard 
period. 
Where the standard period does not cover three years 


there are modifications. 


Financial year 1965 The year ended March 41st, 1965. Section 89 (2) (e) 


Section 83 has two conceptions which it does not name and which we define as follows: 


‘Selected year’ A year selected by the company, ending in the financial Section 83 (6) (a) 
. year 1965 and teginning not earlier than 
(i) the end of the standard period or; 
(i1) the time the company commenced business. 
‘Special account period’ Period of account 
(i) ending in the financial year 1964; 
(ii) not exceeding twelve months; 
(iii) for which a dividend is paid in the tax year 1965-66, 
Le. before April 6th, 1966. 


Having defined most of our terms, we can consequences of paying more than ‘the standard 
return to section 83(1) which deals with dividends amount’, an expression which defies definition. 
other than 'capital dividends', and sets out the (To be continued.) 
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by R. F. А DEWHURST, M.A., A.C.A. 
School of Management Studies, The Polytechnic, Wr 


O cope with the ever increasing com- 
| plexity of the problems met with in 


accountancy, mathematical techniques are 
being more and more widely used. 
The scope of an accountant's experience and 


interest is becoming greater all the time. He is 


pa! 


А 


being required to movè into new fields, such as 
management accountancy, consultancy, opera- 
tional fesearch and so on, all with a view to 
increased business efficiency. Increasingly, in 


“Srecent years, emphasis is being laid on the use of 


these new techniques — specifically in manage- 
ment accountancy — in promoting higher pro- 
ductivity and lower cost. 

There are a number of areas in which 
mathematical techniques are developing relatively 
fast, in particular: 

(1) discounted cash flow analysis ; 

(2) electronic data processing, binary theory; 

(3) matrices, sets, groups, mappings and trans- 
formations ; 

(4) statistical techniques, probability, chance, 
etc. ; 

(5) critical path analysis, value analysis, cost 
and profit evaluation techniques; 

(6)stock control and replacement method, 
transportation and queueing theory, busi- 
ness game theory, matrix book-keeping, etc. 

It is the intention of this series of articles to 
give a general review of the new mathematical 
techniques, particularly those which are likely to 
be of interest to accountants. It will not be 
possible in the space available to go into any 
very detailed explanation of the theories involved, 
but some understanding of the recent develop- 
ments in mathematics is essential before passing 
on to their applications in the various fields. T'he 
aim is to present new developments in those 
areas which seem to be particularly stimulating 
or exciting. 

It may be best to start with the ‘new’ arithmetic; 
or more accurately, one example of the new 
arithmetic (another example will occur later, 
when computer arithmetic is dealt with). 

Suppose that we have available only five 
numbers 0, I, 2, 3, 4, we can construct an 
addition table: 


Table I 


о I 2 


ы о + о lw 
yw о Фі 


I 
2 
3 
4 


~ N м о 

| 
о N мо 
но > о N 


+ + + + + 


4 = 40 2 3 

No problem arises when we have to add 1 to 2; 
from the table the answer is obviously 3. Adding 
т to 4 seems to present a problem since there is no 
5. However, we can imagine a series of numbers 
O, т, 2, 3, 4, 10, II, 12, 13, I4, 20, 21, ete, 
constructed on precisely similar lines to our own 
arithmetic (except that we have ten symbols 
о, X, 2, 3, 2, 5, 6, 7, 8, 9 to choose from). When 
the five symbols are exhausted, they are combined 
in the same way as numbers after 9 are con- 
structed in ourarithmetic. It must be remembered, 
however, that no symbols other than the 5 are 
permitted, so that то, ir, 12, etc., must be 
replaced by o, 1, 2, just as they would appear in 
an adding machine with onlv one register. 

Тће mul-iplication table will be: 


Table II 


o r2 3 


EN 


x X X XX 
| 
HANO 
о ++ tO о 
э ~ о 


о b m O 
| 

о © о о о 

+ о N HO 


4 3 I 

Some odd results occur. Since 2x 3 —1, ‘then 
$=3. Since 34-4—2, then 2—3=4. Als01}=3 
(as 14=1+4$=1-+-2). Further work will show 
that in this arithmetic there are no fractions 
or negative numbers. An entirely consistent 
algebra can be built on this arithmetic, analogous 
to our own algebra. Moreover, this algebra has 
certain advantages over our own. Consider the 
general quadratic equation x?-F-ax--5 =o. Since 
a and b can now only have five possible values 
each, there are only one hundred variations in all. 
That is, there are only a finite number of possible 
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quadratics to solve. Alternatively, a table with 
only one hundred items would give the answer to 
all quadratic equaticns. 

It may be argued at this stage that there is not 
much point in constructing other 'arithmetics' 
when we already hzve our own, which we well 
understand. The real answer is to say that this 
question should be famed — ‘For any given type 
of problem, which a-ithmetic will be best suited 
to provide a solutior?’ Looked at from this point 
of view it will be scen that our own arithmetic 
will have to take its place alongside the rest, to 
be used only when it happens to offer advantages 
over the others. 

The reader may саге to amuse himself con- 
structing other arithmetics with, say, 2, 4 or 6 
numbers only. 

This sort of work is immensely easy to any 
child who has been taught counting by the set 
theory method. А aumber of primary schools 
have been using ths method for two or three 
years with remarkable results in understanding; 
within the next five rears it may well be standard 
in ali schools. This will impose a considerable 
strain on parents brought up on ‘traditional’ 
arithmetic theory who are asked to do their 
quota of homework! In the United States, 
special classes are Беја for parents of children 
who are taught the mew arithmetic. 

It is common to ccnfuse matrics and determin- 
ants, perhaps even t5 think of determinants as a 
special case of matrices, where the lines at the sides 
are straight and not curved. It is possible to show 
that there is a connection, though a rather tenuous 
one. 

Determinants really belong to the ‘old’ type of 
algebra. Thus the second order determinant: 








a, b, | is defined as standing for a, 5, — а, b, 
аз by 
similarly ; 
a,b,c, | is defmed as standing for: 
аз bg са | ал |б, га| — br jag са| + с; јад ba 
ds by са b, 53 43 са аз b, 




















(i.e. the symbols of the top line multiplied by the 
second order determinant obtained in each case 
by striking out all szmbols in the same row and 
column as the original symbol.) 
— and so on for de:erminants of higher orders. 
They are, in fact, а sort of mathematical short- 
hand; a very useful ene, though, capable of many 
complicated manipulations. 

Our real concern is with matrices. These 
belong to the ‘new’ algebra. They represent an 
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cperation or transformation — which is very 
different from a determinant. 

Now many simple types of operation aré 
common knowledge and experience. А cal., 


culating machine can be ашапрей to multiply 


any item fed into it by (say) 20. This operation , 
we could represent as y =(20)х. 

Next, take the case where two products x, x, 
entering a certain process are combined into y, Ya 
во that (say) 2 lots of x, and 3 of x, form one of 
ул and 4 of x, and 5 of x4 form one of y,, i.e. 


y, = 251 + 3*3 


Уз = 4х1 + 5%3 
then the transformation from x, x, to y4 yg is - 
expressed by the matrix 


hg. c 
4 5 
More generally, if 

У = ax, + bx, 


Уз = 0x, + 4х3 
then the ‘operation’ of ‘transforming’ x, x, into 
Yı Уз is expressed by the matrix: 


a b 
(a) 
and similarly for higher orders. 


Unlike determinants (which have no meaning if 
the number of rows and columns are not equal), 


matrices can be rectangular in shape. The general |. 


Enear transformation is: 


Yi == ауу & + ау, Het — —— + Qn Xn 
Ya = Чү 51 + dag Xa А am Xn 
Jm = Amy 94 + ama X3 + — — — + mn Xn 
ог in symbolic form 
Y — AX е 
where 
= Ру Х= *i 
Ja ха 
Jm Xn 
and 
A= [ад аз - - - - аа 
Саду Фа — — — — agn 
аш Omas — ~ — - dmn 
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“This matrix А (of order m Х m) must bs 
regarded as an operator acting on X in such a 
way as to transform it into Y. This does not meam 
that x, x, etc., are transformed into y, у; etc, 

k'respectively. In fact, this would be meaningless, 
since there are n of the x's and m of the y's. 

A whole algebra can be built up based solel- 
on these essentials of matrix notation. This 
matrix algebra is somewhat similar to our own. 
Addition is defined and so (in some cases) is 
multiplication. Strangely, multiplication is no- 
commutative. Thus, in our algebra 2X 3=3%Х > 
but in matrix algebra A x BB х А where 2. 
and B are matrices. In other words the effect о> 
.operating first by matrix В, and then by A, і: 
not generally the same as operating by A first. 
and then B. 

Why’ are matrices во important a tool? Apar- 
from their use in most fields of science, particularl- 
atomic and molecular structure, they are neces- 
Sary to a proper understanding of advancec 
probability and statistics, game theory, mathe- 
matical economics, computers, transportatior. 
theory, allocation of scarce resources, stock. 
control, etc. In later articles matrix algebra wil 
be used to show how the solution of some of these. 
problems can be attempted. 

Finally, something must be said about set anc 
group theory. First, any collection of objects 
quantities, or even operators, forms a set 
Each individual item is called an element 
Examples of sets are: 

Y А = (o, 1, 2, 3, 4,}, i.e. the set of those five 
i numbers which we used earlier as the basis for Е 
new arithmetic; or, | 

В = х: x is a planet} 

Both these sets havea finite number of elements. 
The set C = (x: x is an even number) clearly 
has an infinite number. 

If all the numbers of set D are members of 
set E then D is a subset of E. Thus: 

F — (2, 4, 6) is a subset of C above; in set 
notation: F C C. 

If we have two sets L and M, then we define 
a ‘mapping’ as that ‘operation’ which transforms 
a given element in L to a given element in M. 
Diagrammatically: 


ДЕ 
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Mappings are often called transformations or 
functions. Thus an element x in L may be 
transformed into f(x) in M by the mapping. 

It will ke evident that this is an operation 
analogous to the matrix operation we have 
already met, or the ‘function’ used in ‘traditional’ 
algebra. 

Matrices, sets, mappings, groups, transfor- 
mations, all have so many points in common that 
results derived from one can very often be 
extended to the others. 

Venn diagrams are a particularly useful form 
of graphical presentation. The set is represented 
by an area bounded by a curve. All elements of 
the set must lie within this curve. . 


C i 


Thus C, the infinite set of all even numbers, is 
represénted by a large circle and F, the numbers 
2, 4, 6 by a smaller circle, which obviously 
must lie wholly within C. 

One very simple example to show the use of 
Venn diagrams, taken from sampling and survey 
work, is as follows: 

Suppose a survey reports that in 9oo samples, 
тоо suffer from a defect D,, 450 from a defect D, 
and 150 from both defects. Diagrammatically that 
is: 


By inspection, the whole set is 550-4-1504- 
250 =950. The Venn diagram shows immediately 
that the daza are inconsistent, since the total 
should be дсо. 

(To be continued.) 
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Recent Tax Decisions — II 
AN AIDE-MEMOIRE FOR PRACTITIONERS | E 
by REGINALD HALL, LL.B. 


Innocent Taxpayer Penalized 


HE House of Lords in De Vigier v. C.I.R. (43 

A. T.C. 233) could do nothing for the taxpayer 

whose helpful zction аз a trustee was penalized 
by a statutory provision against tax avoiders. 

. There is no suggestion’, said Lord Reid, ‘that 
either the appellant or his wife was trying to evade 
tax and the transaction which has attracted tax liabil- 
ity.was one which would never suggest that possi- 
bility to anyone un_ess he was familiar with income 
tax law. But the Revenue dc not, and probably should 
not, have any discrstion to remit tax legally due on 
the ground that the innocent taxpayer has fallen 
into a trap. I realize that if legislation is to be effec- 
tive to forestall attempts at evasion, it must often be 
drafted in terms so wide that it can apply to a variety 
of quite innocent transactions.’ 

Facts. The appelant taxpayer in 1952 executed 
a settlement in favoar of two of his children, the 
trustees being his wire and his solicitor. A large part 
of the trust fund cons-sted of shares in the engineering 
company of which rhe settlor was a director. ЈЕ 
seemed desirable to the trustees to take advantage of 
a rights issue in this company. They had to find 
£6,600, but unfortunately there was only {£140 in the 
trustees’ bank account. In September and October 
1957, Mrs De Vigier advanced sums totalling £7,000 
to achieve this object. In May and August 1958, 
the trustees repaid the £7,0co to Mrs De Vigier. 
action in helping the trust fund over a stile, however, 
resulted in an additional assessment of £12,714, i.c. 
the grossed-up sum which, after deduction of tax 
at the standard rate, would come to £7,000. 


Issue. Was this aesessment valid? 


Held. Yes, it was. Тће reason for this was section 
408 of the Income 'T'ax Act, 1952, which reads: 

(1) Any capital sura paid directly or indirectly in 
апу... year о: assessment by the trustees of a 
settlement . . . to the settlor shall — (a) to the 
extent to which the amount of that sum falls 
within the amount of income available up to the 
end of that yea-, be treated for all the purposes 
of this Act as tae income of the ве ог for that 
year 


7)... in this sectDn *capital sum" means — (1) any 
sum pus by way of loan or repayment of a 
loan . 
'The sting fot Mrs De Vigier was in the tail of the 
section — ‘references to sums paid to the зе ог include 
sums paid to the wif: of the settlor’. 
Was the original oayment of £7,000 by Mra De 
Vigier a ‘loan’ within subsection 7? Clearly she made 


the payment when she did, so that the trustees could 
take advantage of her rights issue and that on terms 
that she was to be repaid, presumably out of the trust 
rund. There was a contract between Mrs De Vigier 
and her co-trustee. The transaction seemed to Lord 
Upjohn to be: 

*. . . not merely colloquially but as an accurate use 

of legal language, to be properly described ss a. 

loan and repayment of a loan, so that however hard 

it may seem, section 408 of the Income Tax Act, 

1952, is applicable.’ 

It is tantalizing to observe that Mrs De Vigier 
could have avoided the tax danger by other devices - 
e.g. guaranteeing a bank overdraft, or transferrin, 
shares in her name to the name of her co-trustees in 
return for an undertaking that she would be reim- 
bursed when there was sufficient income credited to 
the trust account. 


Foreign Tax Deductible 


In Taylor Gooby v. Harrods weed Aires) Ltd 
(43 АТ. C. 6) where the Court of Appeal upheld the 
decision of Buckley, J., below, Diplock, LJ., 
remarked: i 
“The only thing which has casued me doubts as 

to the correctness of Buckley, J.'s, judgment is that 

I have had none. Can a tax question really be as 

simple as I think it is? E 
The question was whether Harrods could deduct 
Argentine tax in respect of their profits from their 
store in Buenos Aires. 


Facts. The defendant company was incorporated 
in England but ran a department store in Buenos 


· Aires. By Argentine law, it was, as a foreign company, 


required to pay a ‘substitute tax’. This is charged, not 
on the shareholders, but on the company at a rate of 
I per cent on the capital calculated 1n a certain way, 
and is payable whether or not there are any profits 
liable to Argentine income tax. If there was default 
in payment of the substitute tax the Argentine 
authorities could take measures which would put the 
defendant company out of business. 

Issue. Was payment of the Argentine tax deduct- 


ible as an expense for the purposes of income tax in 
the United Kingdom? 

Held. It was deductible. Any disbursement, to be f 
deductible, must be *. . . wholly and exclusively laid 
out or expended for the purposes of the trade . . .". 
Lord Davey's ruling in Strong v. Woodsfield ([1906] 
A.C. 448; 5 T.C. 215) as to the meaning of the words 


'for the purpose of the trade' was referred to. Said 
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Lord Davey: 'It is not enough that the disbursemert 
is made in the course of, or arises out of, or is con- 
nected with the trade. It must be made for the рш- 
pose of earning the profits.' 
In the present case the appellant company con- 
*~tended that unless the Argentine ‘substitute tax’ was 
paid year by year, it would be virtually prevented 
from trading and accordingly it could not earn profite. 
The Crown contended that Harrods paid the tax nct 
in its capacity as a trader but in its capacity as a 
taxpayer. There were ‘personal’ and ‘impersona 
taxes; the former included such imposts as income 
tax and profits tax and were related to the taxpayers 
capacity to pay and were not deductible. ‘Impersona.’ 
taxes were levied on a trader as such, e.g. road funi 
licences, purchase tax, and these were deductible. 
- But no authority was cited by the Crown in support 
of this artificial division of taxes. 
Willmer, L.J., did not think the Crown’s conten- 
tion would bear examination. Income tax, for example, 
was not a deductible expense, because it was paid out 


-Gof the profits of the trade after they had been ` 


made and not for the purpose of earning the profits. 
But the Argentine tax was not paid out of profits; 
liability existed whether Harrods made profits or not. 
It had to be paid before Harrods was allowed to trada 
at all, that is, to earn profit. ‘Consequently,’ said 
Danckwerts, LJ. › ‘it was an expense which was 
necessarily incurred by the company in order to carrz 
on its trade, and was wholly and exclusively laid out 
or expended for the purpose of the trade of th: 
company’. 


Taxable Presents 


Are Christmas presents received. by members of 
staff, in the form of vouchers, taxable as ‘emolumente’ 
~ of their employment? Of course, in considering 

* Revenue questions it is trite to say that it depends on 
the circumstances of each case, But the circumstances 
in Laidler v. Perry applied in many concerns. The 
House of Lords upheld the Court of Appeal (43 
A.T.C. 202) which decided that the vouchers 
attracted tax. 


Facts. It was actually a test case for the guidance 
of members of the staff of Associated Lead Manu- 
facturers Ltd. The appellant taxpayer, Dr Laidler, 
was research manager of the company. At Christmas 
1960 he was given a voucher for {10 to be spent at a 
shop of his choice. Every other member of the staff 
of 2,300, whatever his or her rank, received a vouche- 
for the same amount. It was accompanied by a lette- 
from the chairman of the company expressing the 
directors’ thanks for past services. Many of the sta 
replied expressing their appreciation of the gift. 

_ Jssue. Admittedly, Dr Laidler and the othe- 
< members of the staff were taxable under Schedule E 
*. . . in respect of any office or employment ог emolu- 
ments therefrom . . .’; admittedly, the term ‘emolu- 
ment' could cover luncheon vouchers; but did these 
emoluments of {10 arise from the appellant's em- 


ployment? 
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Held. Yes, they did. The real question.was whether 
the gifts of vouchers were made in the hope of some 
future quid pro quo or whether they were a gesture 
of personal goodwill? This was a question of fact. 
The Commissioners found that the vouchers: ‘were 
made available in return for 3ervices rather than a8 
gifts not constituting.a rewerd for services’. This 
finding was unassailable. The company spent as much 
as £20,000 on these vouchers for their staff. It was 
not as if each member of the scaff got a box of choco- 
lates or a bottle of whisky. As Lord Morris put it: the · 
vouchers were distributed by the company іп their 
capacity as employers and ош they were em- 
ployers; they were received by the employees because 
they were employees. Therefre the vouchers were 
emoluments from the employment — and so taxable. 


Charge and Care of Children • 


In Barentz v. Whiting (44 А T.C. x), the Court of 
Appeal, overruling Ungoed Thomas, J. (43 А.Т.С. 
234), made it clear that to secure relief under section 
214 of the Income Tax Act, 1¢52, for a person having 
charge and care of children, that person must be 
resident with the taxpayer. 


Facts. Mrs Whiting had two daughters born in 
1948 and 1953. From their >irth she worked in a 
business of which her husband was a director, from 
Mondays to Fridays, mornings only. After her hus- 
band’s death in 1957 she normally worked full time. 
In 1953 Mrs Whiting engaged a Mrs Allen who from 
Monday to Friday in the mornings took charge of 
the younger child and looked after the elder child 
who was at a day shcool. In Jaruary 1958, the younger 
child also went to day school. Thereafter Mrs Allen 
stayed on, on the conditions that she looked after 
both children while they were ill and during the 
school holidays; during term-time she washed up, 
sometimes prepared their lunches or evening meals 
in advance, and did their laundering. 


Issue. Was Mrs Whiting entitled to tax relief in 
respect of Mrs Allen's employment? 


Held. She was not so entitled. Section 214 (1) 
permits deduction of tax when a widower employs 
and has resident with him a female relative of his 
deceased wife for the purpose of having E and 
care of any child of his or in tae capacity of a house- 
keeper. Decuction is also avai able when he employs 
some other female person for the purpose. Section 
214 (3) of the Income Tax Act, 1952, extends sub- 
section (1) of the same section to widows 
mutatis mutandis, The Бреста Commissioners 
allowed the relief for the year of assessment 1957- 
1958, when the younger chld was at home but 
not for the succeeding years when she was at school. 
Against this decision the Crown appealed and the 
taxpayer cross-appealed. The Crown’s appeal i in the 
lower Court was dismissed and the ЖЕЛ 8 стова- 
appeal allowed. Ungoed Thomas, J., held that the 
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рв e ‘charge and care’ did not require residence by 
Allen. 


The Court of Appeal disagreed. Willmer, L.]., 
allowed that section 214 might be ambiguous. So, 
since the 1952 Act was a cansolidating one, it was 
necessary to look at the earlier legislation. The earlier 
Acts, said his lordship, made it abundantly clear that 
a housekeeper must Уе resident and therefore the 
taxpayer seeking relie? had to show that the person 
employed for charge ard care of children was resident. 
(However, the Crown andertcok to pay the taxpayer’s 
costs in the Court of Appeal.) 


Are Booz Profits Taxable? 


Is a book profit taxzble? This question was con- 
sidered by the Ноџез of Lords in British South 
Africa Co v. Кату ([1965] Т.К. 163). The answer, 
said Рога Donovan, was not easy and ‘the right 
decision was elusive’. In the course of the journey 
of this appeal to the Lords there was difference of 
judicial opinion. The Special Commissioners held 
that the particular Боек profit here was not taxable; 
Wilberforce, J. (ав ће then was), upheld them. Then 
an unusual course was followed by the Court of 
Appeal. It heard argument ол April 28th, 1964, and 
dismissed the Crown’s appeal; but before the order 
for dismissal was drawn up they asked for further 
argument. The case was re-argued on May 28th, 
1964, and the Court “Danckwerts, L.J., dissenting) 
then allowed the Crown's appeal. The taxpayers then 
appealed to the Lords. 


Facts. The appellant company was, inter alia, an 
investment company, taxed under Schedule D on 
its realized profits on the sale of investments. In 1952 
it lent £200,000 to the President Steyn Gold Mining 
Co Ltd, receiving in return an option to subscribe 
for 100,000 shares at {1 a share. The value of the 
shares was then 19s 6d. By 1954 the shares had gone 
up to 435 6d and the appellants then exercised their 
option and the loan was reduced to f 100,000. The 
increased value of the shares meant that the appel- 
lants made a book prcfit of £117,500. 


Issue. Was the book profit of £117,500 a profit 
from a dealing in the course of the appellant com- 
pany's trade? 


Held (Lord Guest dissenting), it was not. The 
company acquired for consideration a right to have, 
on payment, a certain number of shares if, before а 
certain date, the company called for and paid for the 
shares. The right was something which they owned, 
the value of which fluctuated. The company used the 
right which they owred, but they did not thereby 
make a taxable profit. They did not realize their op- 
tion in the sense of pzssing iz on for a consideration 
to someone else. 

Lord Donovan app-oved cf the ‘robust language’ 
of Danckwerts, L.]., who dissented in the Court 
of Appeal. The latter said that there was all the differ- 
ence in the world beween selling the option for а 
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price and acquiring shares by its exercise, and tht 
potential profit had not been realized. The crucial 
question, said Lord Donovan, was — Had the option 
been realized in such a way as to produce an imme- 
diate profit? Answer — it had not. No profit was gained 
at the moment of exercise of the option and no 
principle of accounting known to Lord Donovan 
supported the opposite view. 


Deduction of Conference Expenses 


What must be a sore point with many professional 
men was brought out in Bowden v. Russell & Russell 
(44 A.T.C. 74), but the decision merely rubbed 
salt in the soreness. It preserved the situation where 
a professional man may not deduct the expenses of 


attending professional conferences abroad; although, . 


apparently, his counterparts in other countries can. 


Facts. The taxpayers were a firm of solicitors in 
Bolton, Lancs. One of their partners, Mr Taylor, 
incurred expenses in 1960 in visiting the United 


` States and Canada to attend the annual meeting of 
the American Bar Association in Washington and the: 


second Commonwealth and Empire Law Conference 
in Ottawa. Mr Taylor was accompanied by his wife, 
but her visit was purely social and no expenses were 
claimed on her account. 


Issue. Were the General Commissioners right in 
holding that the expenses of Mr Taylor's visit were 
allowable under section 137 (а) of the Income Tax 
Act, 1952, as being wholly and exclusively laid out 
for the profession of the taxpayer's firm? 

Held, by Pennycuick, J., that the expenses were not 
allowable. Mr Taylor (who appeared in person) 
attended five conference sessions; the rest of the time 
he went sightseeing, visiting solicitors and examining 


their methods. His purpose in attending the canter: A 


ence was to maintain his status as a solicitor, to 
improve his reputation in the United Kingdom and 
to increase his clientele. Also, his intention was to 
have a holiday with his wife at the same time. 

The Revenue had two limbs to their argument. 
First, the expenses of attending conferences in 
Canada and the U.S.A. were too remote from a 
solicitor's practice in Bolton, Lancs. Secondly, the 
object behind the expenses was not only to attend 
the conferences ba to.have a holiday. This latter 
limb was taken care of in Bentley, Stokes & Louless 
v. Beeson (31 А.Т.С. 229) where it was held that if 
there were two distinct purposes in incurring expen- 
diture, one of which was distinct from carrying on the 
profession, then the expenditure was not deductible. 
This latter argument commended itself to Pennycuick, 
J. The taxpayer had admitted to the Commissioners 
that he intended having a holiday as well as attending 
the conferences. Therefore the expenses were for a 
dual purpose and the decision of the Commissioners 
that they were deductible was wrong. Тће learned 
judge expressed no view as to whether the expenses 
were too remote from the taxpayer's practice. 

(Concluded. 1) 
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The Capital Gains Tax 


London Chartered Accountants’ Mammoth Meeting 


OME thirteen hundred members of the London 
and District Society of Chartered Accountants 
assembled in Central Hall, Westminster, on Novernber 
roth, to hear Mr Stanley Kitchen, Е.С.А., immediate 
past chairman of the Institute’s Technical Advisory 
Committee, speak on the capital gains tax provisions 
of the Finance Act, 1965. Mr Kitchen said at the 
outset that he was not a tax expert, but just an 
‚ ‘overworked practitioner’ who had to study tax law in 
what little spare time his practice allowed. In his 
address he could not hope to do more than point out 
the majn features of the legislation and he would 
deliberately omit some features because time did not 
Allow of a complete study. 

He first referred to the situation which existed before 
the Finance Act, 1965, when under the provisions of 
the Finance Act, 1962, short-term gains were charged 
to tax under Case VII of Schedule D. That Act had 
excluded from charge the profits from a dealing 
business, but charged to tax the gains of all persons 
on an actual basis arising from the acquisition and 
disposal of assets. 


Chargeable Gain or Loss 


The law required, if an assessment was to be made, 
a chargeable person making a chargeable gain or loss 
from the acquisition and disposal of a chargeable asset. 
The 1962 Act applied to short-term gains made by 
persons both resident and ordinarily resident in the 
United Kingdom. Exempted from charge were gains 
from the disposal of patents and business assets, and 
gains made by charities and superannuation funds. 
Chargeable gains could have arisen from assets both 
in the United Kingdom and abroad; death did not 
constitute а disposal for tax purposes, and personal 
representatives were only liable in respect of gains 
from the acquisition and disposal of assets by them. 
The time limit was a period of six months from the 
date of acquisition to the date of disposal generally, 
but three years in the case of land. 

The old time limit continues for acquisitions before 
that date subject to modifications inthe case of land. 
For acquisitions after April rst, 1965, a new limit of 
twelve months for all assets was introduced. Chargeable 
assets now included tangible moveable property and 
business assets were no longer exempt. 

What was important in the new legislation was that 
the long-term gains tax differed from the 1962 Act in 
that it ‘was geared to disposals and there need not 
necessarily be an acquisition. The new Act had a wider 
application than the old legislation which applied to 
А both асаша оп and disposal, for е new law applied 
not only to disposals but to events which were deemed 
to be disposals, such as the destruction of an asset or 
the death of an individual. The speaker, however, 
wanted to dispel a misunderstanding commonly 
arising that any liability to capital gains tax could arise 
if money was given away. 


Liability would arise on the capital gains of 
companies accruing in the accounting year, and of indi- 
viduals in the fiscal year. Losses in the case of indi- 
viduals were set in watertight compartments whereby 
long-term losses could be set off against long-term 
gains, and short-term losses against short-term gains. 
For compan‘es, a net capital loss could only be offset 
against future capital gains. Trading losses could be set 
off against capital gains but against short-term gains 
only in the case of an individual. 

In computing gains the time apportionment basis 
was available whereby the gain was effectively spread 
over the period since acquisition, and only that pro- 
portion deemed to arise after April 6th would be 
charged. Excluded from this basis were quoted shares 
and land with development value. The taxpayer could 
elect, however, to use as an alternative the actual value 
at April 6th: but this was not so simple as it sounded. 

While & company would be liable to corporation tax 
in respect of capital gains there was a transitional pro- 
vision that where a company was not liable to corpor- 
ation tax in respect of its profits in 1965—66, capital gains 
tax would b= charged at 35 per cent. For individuals 
the rate was 30 per cent but there was the alternative 
basis under which income tax and surtax at the highest 
rate could be paid on half the gains up to £5,000, but 
if the gains exceeded £5,000, income tax and surtax 
could be paid on £2,500 plus the excess over £5,000. 
This alternazive would be of no advantage if the surtax 
rate paid by the individual was 3s 6d or above. 'T'his 
alternative Базја was excluded where the asset was 
acquired from a ‘connected person’ within the previous 
two years. In calculating the charge on a capital gain 
at 30 per cent for an individual, the personal reliefs 
other than life assurance relief could be set off; but 
in assessing the charge, husband and wife would 
normally be treated as one person. 

Who was a chargeable person? Under the Finance 
Act, 1965, it was only necessary to be resident or 
ordinarily resident, but the charge could extend to 
non-resident companies trading in the U.K. through a 
branch or similar establishment. There were also pro- 
visions for individuals resident in the U.K. who were 
shareholders in overseas companies, which if resident 
would be treated as close companies. 

Liability could only arise from the disposal of 
chargeable assets. These comprised all forms of 
property, but there were exemptions as for short-term 
gains tax, such as: ordinary private cars; gifts not over 
£100; Government Stocks issued at а discount; 
currency for personal use overseas; awards in the 
hands of the original recipient and chattels sold for less 
than £1,000. 

Private houses which were the only or main residence 
with land up to one acre, were exempt from both 
long- and short-term gains tex, while there was 
exempted from long-term gains tax only National 
Savings, gambling winnings, compensation for personal 
injury, and proceeds of life policies in the hands of the 
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original owner. In the case of private houses which 
had not been owner-eccupied for the whole period, 
a fractional adjustment had to be made, but where an 
owner-occupied house was vacated, а period of 
twelve months was albwed for the house to be sold 
before any fractional adjustment would be made. 

Chattels which realized £1,000 or less were exempt 


but it was provided tkat the charge to tax would be. 


made on the difference between £1,000 and the sale 
price if the asset had cost less than £1,000; where the 
assets which had cost more than £1,000 were sold for 
less, the amount below £1,000 would be left out of 
account in computing the loss. There were marginal 
reliefs in that the tax rhould not exceed half the gain 
in terms of tax whether this was at 30 per cent or on 
the income tax and surcax alte-native. 


" Transfer of Ownership 


An important ргоЫегл was to identify the disposals 
which normally arose on transfer of ownership, such 
as on sale or by gift, but where there was a part dis- 
posal it was necessary -о compute the value of the part 
which was retained. Compensation and insurance 
recoveries in respect of damage to an asset were treated 
as disposals, although where the money was used to 
reinstate the asset, am allowance was made for re- 
instatement. The allowance was also given where an 
asset was replaced by another asset within а perioc of 
twelve months before or after the disposal. 

Disposal was also deemed to arise on death and in 
connection with settleraents. On the occasion of death, 
all assets disposed of to the personal representatives 
exceeding £5,000 but including gifts made in œn- 
templation of death, were treated as disposals, and the 
gains arising would b2 merged with the other gains 
and losses of the yeer of death. Any excess losses 
could be carried back: and set off over the last three 
years. There would be no gain when the perscnal 
representatives disposed of the estate to legatees, but the 
legatee was deemed to have acquired assets at the velue 
at the date of death. Personal representatives were cnly 
liable on the disposal cf new acquisitions by them; but 
no losses arising in the three years after death could 
be carried back to the three years before. The tax was 
not a credit against estace duty but was a deduction from 
the value of the estate. ` 

Under certain circumstances settled property was 
deemed to be disposed of at market value. Disposal was 
deemed to occur on the making of the settlement, w3en 
the beneficiary attained an absolute interest, and on 
termination of a life irterest; but such disposal cauld 
not occur more frequently than at intervals of fifteen 
years. It followed thatif a second life-tenant died спу 
eight years after the death of the first life-tenant, it 
would be necessary to compute a notional capital gain 
which would arise at that time, to discount this at the 
rate of 5 per cent per annum for the period between 
the date of that death. and the fifteen years from the 
previous death, and to deduct this discounted figure 
from the estate. 

In the case of discretionary trusts there was а 
calculation of the cap-tal gairs tax every fifteen years 
falling after April sth, 1967, being the fifteenth 
anniversary of the formation of the trust. Therefore, 
if a trust was created in 1936 the first fifteenth anni- 
versary would be in 1951 and the second fifteenth 
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anniversary would be in 1966, so that the first date 
when capital gains tax would be computed was on the 
anniversary of the trust in 1981. 

In the computation of capital gains, the starting 
point was the consideration received from which was _ 
deducted the original cost, incidemtal cost of acquisition, ~ 
and any interim costs which enhanced the value of the 
asset. The latter costs were the expenses of improving 
the property. There could also be deducted incidental 
costs of disposal, but these did not include the account- 
ant’s fees for computing the capital gains. Where there 
was a part disposal the cost was calculated as the 
proportion of the original cost which the sale proceeds 
of the part sold bore to the total of the market value of 
tae remainder plus the sale proceeds. 

Special consideration had to be given to wasting 
assets with a life of less than fifty years, where the cost 
would be depreciated on a straight-line basis. Similar . 
considerations applied to leases of land but the depre- 
ciation was to be calculated on a curved line according 
to the table. • 

Where market value was required, the value to 
be used was the price which would be obtained on 
sale in the open market without any reduction for the Y 
assumption that all the assets were put on the market at 
the same time. The valuation of quoted securities 
generally followed the estate duty provisions which 
was one-quarter up on the lower market price; but 
where a valuation was made of the value at April 6th, 
1965, value was half-way between the upper and lower 
quoted prices. For unit trusts the value of units was 
the published buying price but the value at April 6th 
was half-way between the buying and selling price. 


Time Apportionment Examples 


Giving some examples of the time apportionment 
basis, Mr Kitchen said that this was not available, 
however, in the case of land or quoted securities. M 

If at April 6th, 1960, an asset had cost £10,000 and ' 
at April 6th, 1970, it was sold for £15,000, the gain 
cf £5,000 would be multiplied by the fraction 
cf five-tenths and the assessment would be on 
£2,500. 

One had to be very careful in making an election to 
take the value at April 6th, 1965, as this might affect 
the assessment on future part disposals. If the cost at 
April 6th, 1960, was £10,000, the value at April 6th, 
1965, was £16,000, and the sale proceeds at April 6th, 
1970, were £20,000, the actual. gain of £10,000 to 
which the fraction five-tenths was applied would equal 
£5,000, but the gain calculated from the value at 
April 6th, 1965, would only be £4,000 and this was 
the figure on which the assessment would be made. 

There was a rule that if one of these methods 
provided a gain and one a loss, no assessment would be 
made as the transaction was treated as ‘no gain, no loss’. 

Quoted securities and land with development value 
were treated as sold and reacquired by the taxpayer on 
April 6th, 1965. There was no problem if there was ~ 
just a single deal, but complications did arise if there У 
was more than one purchase of the same share. For 
those shares held at April 6th the value at that date 
was taken and analysed in relation to the original cost. 
Subsequent purchases were brought into account on 
the ‘pool’ average cost. It was then necessary to identify _ 
the sales with specific purchases, and to compute 
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those gains subject to short-term gains tax. On tae 
disposal of shares acquired before April 6th tze 
‘first in, first out’ basis was used, but the dispoml 
of shares acquired after that date were treated as costizg 
the pool value. 


Questions and Answers 


Among the questions put to Mr Kitchen at the coz- 
clusion of his address, were those summarized belov: 


Q. When quoted securities are sold and there hae 
been purchases at different times both before axd 
after April 6th, 1965, which purchase is consider-d 
as sold and how are they valued? 


A. Shares sold which were purchased before Арі 
6th, 1965, are related to purchases on the ‘first n, 


* first out’ basis. Shares purchased after April 6th, 19G, 


are valued at the ‘pool’ price. 


Q. If a company has issued ordinary shares and ‘3’ 
„ordinary shares as a bonus issue, will these shares зе 


Ж treated аз separate stocks? 


\, 
Y. 


> 
n 


A. Yes, they will. 


Q. Under the Finance Act, 1962, the crucial date =f 
acquisition or disposal was the date of the contrac. 
Does this apply to the Finance Act, 1965, as there 13 
no definition of the date of transfer? 
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A. The Act implies а date of transfer, but I would 
think that the contract date may be а determining 
factor in certain circumstances. | 


О. If a bonus issue was disclaimed in favour of 
someone else, would this be regarded as a chargeable 
disposal? 

A. Yes, because there has been а consi of the right 
to receive the bonus shares. 


Q. Does capital gains tax affect the position of 
creditors in a liquidation? 

A. No, because there will kave been no transfer of 
ownership, even if the creditor receives more or less 
than his debt. 


Q. The basis in respect of land with development 
value is the market value at April 6th, 1965. Are the 
costs of acquisition at an earlier date deductiblg from 
the value? 


A. No, the basis is market айе and that is all that 
will be allowed 


Q. Are accountancy charges not allowed when they 
are incurred for computing the capital gain? 

А. No, but costs of valuation are deductible and as 
the accountant will probably b» concerned in agreeing 
the valuation, the whole of the accountants’ fees may 
possibly be included with othe: valuation costs. 





Weekly Notes 


INSTITUTE'S E.D.P. AND MANAGEMENT 
INFORMATION COURSES 


SERIES of four electronic data pro 

courses is at present being held at Brighton Е7 
The Institute of Chartered Accountants in Englard 
and Wales. The courses opened ой November 21x 
and continue until next Monday, and are beirg 
attended by 200 members — some coming from as т 
afield as aysia, Iraq, Iran, South Africa, Trinidad 
and Peru, as well as from the Continent of Europe. 
Planned to combine an appreciation of E.D.7. 
generaly with a consideration of the control ard 
audit aspects, the courses are intended as an ir- 
troduction to the principles upon which a compute: 


A works and the methods underlying a system =f 


electronic data processing. It is hoped that wil 
give chartered accountants in commerce and industr” 
an appreciation of what is involved in such a system 
and assist those in practice to plan their audits whe-e 


. computers are in use. Members from industry ard 


from practize are attending in about equal numbers 
to promote an exchange of vizws. 

Following the success of the twenty E.D.P. 
courses which have already been held during the 
past eighteen months, the Institute is to introduce a 
new series of courses on management information. 
The first four courses will be held in London in 
May 1966 and a further twenty are риш for the 
remainder of 1965 and 1967. 


INSTITUTE’S INTERMEDIATE | 
EXAMINATION оу 


N the Intermediate examination of Тће Institute 

of Chartered Accountants in England and Wales 
held last September, 3,372 candidates sat of whom 
1,621 (48 per cent) passed. 'The names of the 
successful candidates appear elsewhere in this issue. 

The Firs: Place in Order cf Merit, the Stephens 
Prize and the Deloitte-Plender Prize for the paper 
on Auditing were won by Mr N. D. Brown, -of 
London. The Second Place ia Order of Merit, the 
Flight Lieutenant Dudley Hewitt, p.r.c., Prize and 
the Deloitte-Plender Prize for the paper on Book- 
keeping and Accounts I were won by Mr.D. J. 
Playfoot, of Tonbridge, and the Third Place in Order 
of Merit was won. by Mr S. G. Laing, of Liverpool. 
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TREND IN HOME OWNERSHIP 


WARNING to the Government not to ignore 

the growing demand for home ownership is 
made in an article by Mr J. R. L. Potter, Chief 
General Manager of the Halifax Building Society, 
in the latest issue of the National Provincial Bank 
Review. He says that the official plan to build 500,000 
houses a year over tae next five years, half private 
and half by the public sector, compares with a ratio 
in recent years of 40 5er cent public housing and бо 
per cent private housing. 

On present evidence he thinks there is no reason 
to suppose that at the end of this five-year period the 
ratio between public and private housing should not 
move again in favour >f the private sector. Mr Potter 
warns against driving the proportion of public 
housing beyond the point where economic and social 
necessity demands it. 

Building societies, he says, provide about 7o per 
cent of the finance for buyers of new housing, and 
assuming that an average loan of £2,500 on а 
new house is required and that stable prices are 
achieved (a fairly optimistic assumption) the building 
society movement will have to find an extra £53 
million a year for new houses alone. If inflation raises 
the average size of loan because the price of housing is 
increasing the buildinz society movement might have 
to provide nearly £20o million. An extra £120 million 
would be needed to keep pace with inflation. Mr 
Potter is optimistic that the movement could deal 
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with the increased housing demand if prices are 
stable. He thinks that however sympathetic one 
may feel towards the idea of subsidized mortgages 
the problem is a complex one and difficult to solve, 
particularly the task of singling one object of borrow- 
ing among many others for spetial treatment, 
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WEALTHY COUNTRIES CRITICIZED 


T the thirteenth conference of the United 

Nations Food and Agriculture Organization 
held recently in Rome, Professor Gunnar Myrdal 
(of the Swedish Institute for International Studies) 
was critical of the highly industrialized countries. 
He thinks that the help given to the underdeveloped 
nations represents little if any sacrifice for countries 
with a high standard of living. To him the actual ` 
sacrifice made by rich countries in their overseas aid 
programmes is very small indeed. They do mot con- 
tribute anything near their expenditure on what 
they consider to be important national purposes? 
He quoted the fact that the world as a whole еп, 
over $200 billion a year on preparation for war, a 
huge item compared with overseas aid. 

He went on to say that a restrictive attitude 
towards overseas funds for aid was motivated by 
exchange problems brought about by lax fiscal 
policies, He added that rich countries created for 
themselves an illusion of being short of international 
funds by lack of proper planning of their internal 





The Association of Certified and Corporals Асо абан held their annual dinner and dance at Grosvenor House, 


Park Lane, London, las- Monday. Our picture shows the President, Mr George L. Barker, Е.А.С.С.А., proposing 


the toast 


of^The Guests’, to which the Rt Hon. Lord Shepherd replied. "Гое President's right are Mr George Darling, M.P., Minister 
of State, Board of Trace; Mrs Darling; Mr W. Sholto. Боко lieso: .D., F.A.C.C.A., Vice-President of the Association; and 
тв Sholio Olleson. 
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affairs and the inadequacy of their central banking 
and monetary co-operation. Little had been accom- 
plished so far either to increase or stabilize the demand 
for the exports for the underdeveloped countries ог 
to open up outlets for new exports for them. This 
modest effort by the highly industrialized countries 
does not prevent them from feeling that they have 
received little gratitude and sympathy in exchange 
for their efforts. 


FO INSTITUTE OF ACTUARIES' 
BIENNIAL DINNER 
HE biennial dinner of the Institute of Actuaries 
was held at Grosvenor House, London, on 
November ryth, with Sir Herbert Tetley, K.B.E., 
C.B., President of the Institute, in the chair. 

The President referred to what he termed ‘two 
popular but dangerous misconceptions’ regarding 
actuarial reserves and ‘actuarial deficiencies’. He 
said it had been argued in some quarters that the 
reserves of life assurance companies and pension 
funds should be controlled by the State and applied 
to finance such projects as the people putting forward 
these views regarded as being 1n the national interest. 
This, he said, not only cut at the roots of the whole 
idea of trusteeship under which employees had 
contributed vast sums for their own benefit a: 
retirement, but it failed to take account of the fact tha: 

"these reserves were absolutely essential if the com- 
` * panies or funds were to meet their obligations. It was 
moreover necessary to obtain a yield for tax at leas- 


as high as had been assumed when the rates o7 


contribution were fixed. He felt that nothing was 
more likely to dry up this valuable source of saving 
than the spread of the idea that the money thus se- 
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Cost Accountants’ Con- 
ference. The Rt, Hon. the 
Earl of Kilmuir, chairman of 
the Plessey Co Ltd, speaking 
at a luncheon on Friday of last 
week held during a one-day 
conference for London mem- 
bers of The Institute of Cost 
and Works Accountants. The 
conference was addressed by 
Dr |. А, Carruthers, head of 
operations research, Richard 
Costain Ltd, and Mr Andrew 
Kirk,  A.c.w.4., managing 
director, Attwood Cybernetics 
Ltd. : 


aside would be used, not for the benefit of the people 
who provided it, but for some wider purpose. 

The phrase ‘actuarial deficiency’ was often used 
with the implication that it was only a ‘paper’ figure 
of no real significance. The President emphasized 
on the contrary that it was just as real and just as 
important a3 any other deficiency. It meant that the 
value of liabilities exceeded the value of assets and if 
uncorrected would lead to bankruptcy. ` 

Other speakers at the dinner were the Rt Hon. 
John Diamond, P.C., M.P., F.c.a., Chief Secretary to 
the Treasury, His Honour Judge Maude, Q.C., and 
Mr R. W. Abbott, Р.А. 


GOING METRIC 


N Tuesday, the British Standards Institution 

issued a statement recommending British in- 
dustry to go over to metric measurement where new 
equipment is designed invclving screw threads. 
Industry was warned that i^ it persists in using 
British thread measurements then its products 
would ultimately be unacceptable to the rest of the 
world. The announcement wae immediately endorsed 
by the Ministry of Technolog7. 

The recommendation from the Institution followed 
a conference attended by eighty representatives of 
leading companies, State undertakings and Govern- 
ment departments. Where tke inch system is un- 
avoidable, it will be considered as an acceptable 
but second Dest alternative. 

There are at present five systems in vogue in 
British industry. If this week’s statement is followed 
up, three of these may well be completely out of 
use in ten or fifteen years. The ‘unified inch’ agreed 
in 1949 wil take much longe- to abandon for both 


682 


the United States аза Canada show no sign of 
willingness to give it mp. Aircraft manufacturers use 
inches; so does the ой industry and motor vehicles. 
"There are signs, however, that vehicles are moving 
over to metric in this country. 

The prospect is thesefore of a tidying up operation 
under which this country will have to work two 
systems. But even that is better than five. 


` INDUSTRIAL ASSURANCE 


HE annual report for r964 of the Industrial 
Assurance Comm ssioner which was published 
recently, deals with the industrial assurance 
business transacted during 1954 by the fifteen indus- 
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trial assurance companies and eighty-four collecting 
societies. Industrial assurance relates to life assurance 
where the premiums are payable at intervals of less 
than two months and are received by collectors who 
make house-to-house visits for fhe purpose. 


=A 


A record figure of £493,718,000 was reached for | 


the total amount assured by new industrial assurance 
business effected during 1964. An analysis of new 
business effected during 1964 shows that assurances 
containing an endowment element accounted for 
72 pet cent of the total number of new assurances, 8o 
per cent of the sums assured by new business and 
84 per cent of the new premiums payable. The total 
number of industrial assurance policies in force at the 
ead of 1964 was 113,221,000. 





This is My Life... 


by An Industrious Accountant 


CHAPTER 304 


WAS wrestling with the intricacies of our 

taxation reserve ome afternoon when a knock on 
the door heralded the entry of Glacial, Prinny’s 
private secretary. She wore the look of secret contempt 
which is her wont when speaking to mere males 
(though to give her hez due it’s probably just the way 
her face is made) and she coughed delicately. The 
personnel director, she said, wanted my ‘designated 
deputies’ list. : 

This list is Prinny's latest brainwave. Each senior 
executive must furnish at the year-end his recom- 
mendations for his own potential replacement and 
for those of his immediate subordinates. Just to save 
trouble, as Prinny expdains jovially, should somebody 
` be knocked down by a bus. The list of “dizzy nuts’, 
as it’s colloquially known, enables talent to be spotted 
at an early stage and forms the basis of the next year's 
training programme. 

І was conscious о: a slightly guilty conscience. 
*Have all the other departmental heads handed in 
their lists yet? I inquired, hastily rummaging in 
my top drawer, and Glacial bared her teeth in a 
supercilious smile as she said that she thought they 
had. It was impossible to res:st commenting that the 
sales manager must have moved dashed fast, as half 
an hour previously he'd told me he'd forgotten all 
about his. Anyhow, I said, I'd get cracking right 
away. Glacial shot пе a glance of considerable 
malevolence as she departed . . . it's a good thing for 
that damsel that she’s so highly efficient, otherwise 
we'd be calling on her deputy. 

My problem was долу to assess my senior sub- 
ordinate, the departmental accountant. He’s a fat 
complacent character with slzek hair, and his ability 
is undoubted — when Ee cares to use it. Unfortunately, 
he's lazy. True, he does nothing exactly wrong; he 


does his work just well enough to evade reproof; but 
he could, in my opinion, do a lot more. He behaves 
a8 if the world owes him an easy living. 

Consider, for example, the day last month when 
we had to visit London for a retail trade conference. 
He picked me up in a company car and drove to the 
railway station, stopping on the way to buy tobacco ~ 
leaving the engine running while he made his 
purchase. I know it's only a small point, but he dallied 
over his business, and as a man who closely watches 
his own expenditure, I feel he should do likewise with 
the firm's money. Then on the train he adjourned 
promptly to the bar in the buffet car instead of 
studying the long memorandum which was to be 
argued at the meeting. Later at the conference when 
уге were trying to get unanimous policy on discounts 
allowable to cash customers, there sat my red-faced 
‘dizzy nut’ too full of gin and tonic to support our 
side’s assertions. Hence the worry; do I rate him as 
ready to replace me? 

Some people have limited scope for personal 
development; others have that flair for growing up 
to new responsibilities. It's a matter of having what 
we used to call ‘the big match’ temperament. I looked 
at the D/A’s report on his own immediate subordin- 
ate – a hardworking type-called Dave... . Dave was 
rated as: *No improvement foreseeable; has reached 
his plateau.’ This seemed selfish as well as less than 
just. Dave would improve if he got the right handling. 
Going out to discuss the loaded assessment I met 
the D/A slowly coming upstairs with a heavy stock 
book. 

He looked suddenly different;. tired rather than 
lazy, heavy rather than fat, showing his age rather 
than suffering from a hangover . . . maybe I'd been 
less than just. Maybe he, too, would improve with 
more sympathetic handling, with more appreciation 
of his limitations. After all, the top job isn’t all that 
difficult; nobody’s irreplaceable or indispensable; 
perhaps the D/A only needs to get the chance to 
prove himself. Without a qualm I filled in ‘satis- 
factory replacement available’ in the appropriate 
space on the list. Prinny can take it from there. 


* 
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Left and Right 
НЕ style of the accounts now presented to you 
is in accordance with modern trend in that the 
salient figures are shown on the left-hand side of each 


ing with details and explanatory notes on the 
right. I hope you will find that this makes the accounts 


. clearer to read and understand.’ So writes Mr H. 


Stanley Wharton, chairman of The Frederick Hotels 
Ltd, in introducing the accounts in his annual review 
with them. 

The form is shown in this week's reprint and Mr 


‘Wharton is entirely correct in saying that the form 


makes the accounts clearer to read and understand. 
Admittedly it is not every company that can use this 
form but very many companies which could do, don't. 
Notes to accounts are more easily read when they are 
close to the accounts to which they refer and reference 
to them does not necessitate turning pages over and 
back and, in the process, losing the place. Of course, 
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where notes are necessarily voluminous, the page may 
have to be. turned but in the Frederick Hotels 


accounts the notes fit-nicely.into the opposite page. 

They probably would not have done so, however, 
had thé company attempted a. dual purpose group 
and parent balance sheet with a single narrative. ‘This 
was ргођађ-у tempting for the-e is less than £150,000 
difference between the two balance sheet totals; but 
the temptation was well rejected. 


Above the Line 


Commentirg on the profit and loss account, Mr 
Wharton says that provisien for renewals and 
replacements has been shcwn 'above the line' 
because, in the main, this charge covers revenue 
expenditure, although most cf the items only recur 
after a period of some years. In addition, normal and 
heavy repair and renewal expenditure is written off 
before arriving at the trading profit figure. 

That бесте, incidentally, has topped the £400,000 
mark for the first time and the pre-tax profit is 
considered ‘most satisfacto-y’ when continually 
rising costs — particularly of wages and repair and 
renewal expenditure — are taksn into account. 

Apart from the Hotel Russell in London, the 
company's hotels are in the provinces, and in York- 
shire in particular – Harrogate, Bradford, Sheffield, 


"Leeds and: Scarborough. A number of the provincial 





THE PREDERICK HOTELS LIMITED AND ITS SUBSIDIARIES 


GROUP PROFIT АМР LOSS ACCOUNT FOR THE YEAR 
ENDED 30 JUNE 1965 





























1965 1964 
TRADING PROFIT 416498 387468 
Deduct items shown in Note 1 86,268 99,102 
PROFIT BEFORE TAXATION - 330,230 288,356 
Deduct Taxatlon (Note 3) 70,713 72,200 
es which E195 d "ЙҮ ТҮҮ to the Holding 
Company (1964 £196,787) 259,517 216,166 
APPROPRIATIONS FOR 1965 
Transfers to Reserves for: 
Special Expenditure 100,000 100,000 
Taxation Equallzacion 40,000 — 
Staff Benevolent Fund 4500 6,750 
Dividends (less Income Tax) of Holding Company: 
54% Cumulative Preference Stock 16,500 16,844 
Ordinary Shares: 
in IU I meae м ала 
Final of 20% Proposed (1964: 20%) 64,625 67,375 
259,312 216,235 
205 59) 
RETAINED PROFIT OF PREVIOUS YEARS 129,677 129,746 
RETAINED PROFIT carried forward to next year £129,882 £129,577 


Holding Company £103,748 (1964 £108,287) 
Subsidiary Companies £26,134 (1964 £21,390) 


NOTES ON GROUP PROFIT AND LOSS ACCOUNT 





























15 1254 
1 Provision for Renewals and Replacements (Hold- 
ing Company £16,000 ~ 1964 £29,000) 43,000 52,000 
Interest on Gebenture Stocks 28,486 29,086 
Emoluments of Holding Compsny Directors: 
Fees 3,500 3,500 
Man ement Remuneration њи pension 
buttons) 7,964 6,943 
Contribution to Staff Pension Schemes 8,285 7,927 
Audit Fees and Ex es 2,879 2,433 
Dividends on Preference Stocks In Subsidiaries 
heid by outside Stockholders 1,614 1,664 
95728 103,553 
Less: 
Income from Investments 354 
Bank and Ослег interest 9,156 4,097 
9,460 4,451 
£86,268 99,102 
2 No Depreda:lon із ed in res of Freehold 
Hotel Properties. ipm of терстик of 
Fixed and оозе Equipment is charged аз and 
when Incurred to che Profit and Loss Account 
or to the Prcvision for Renewals and 
Replacements 
3 Provision for Corporation Tax (calculated ata rate 
of 40%) 87,300 m 
Profits Tax — 24,300 
Income Tax — 50,982 
А 87.300 75,282 
Less Taxation adjustments in respect of prior 
years 16.587 3,082 
£70713 £72,200 


As In previows years the charge for toasten has 
been reduced by rellefs by way of capi-al 
allowances irciuding investment allowances in 
addition to relief in respect of che созт of 
replacementz referred to In Note 2. 
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hotel subsidiary comp: nies have their own debenture 
stock outstanding and -hat of Grand Hotel (Sheffield) 
is due for repayment this year. Funds are available 
for this purpose. 

A ten-year profit statement with the accounts shows 
that over that period trading profits have risen from 
£181,951 to £416,493, and pre-tax profits from 
£145,750 to £330,230. 


Properly Kept 
‘pas column – admittedly a shade belatedly – 
has discovered another recruit to the ‘properly 
kept’ crusade of Cooper Brothers & Co, Chartered 
Accountants. In thei- report to the members of 
Burns-Anderson Ltd, Cooper Brothers certify that 
the balance sheet is n agreement with the books 
‘which, in our opinion, have been properly kept’. 
Thé accounts concerned are the first to be pre- 
sented by the company-since it went public last March 
and Mr William Burns, the chairman and joint 
managing director, feels that quoted company status 
has ‘given. a new impetus in creating a bigger, more 
efficient and more profitable organization’, A key 
item in the accounts o? the company, which operates 
mainly as builders and estate developers, is the stock 
of land. Land for development stands in the group 
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THE FREDERICK HOTELS LIMITED AND ITS SUBSIDIARIES 
GROUP BALANCE SHEET AT 30 JUNE 1965 


1965 1964 
SHAREHOLDERS FUNDS £ £ 
Stare Capital Authorised and issued: 
54% Cumulative Preference Stock 500,000 500,000 
2,200,000 Ordinary Shares of 5s each * 550,000 550,000 ~ 
1,050,000 1,050,000 
Reserves 
Capital Reserve 129,591 129,591 
Revenue Reserves (Note 1) 641,495 517,661 
Profit and Loss Account 129,882 129,677 


£1,950,968 £1,826,929 





Represented by 
Fixed Assets (Note 2) 





Freehold Hote! Properties 2,007,063 1,948,801 
Fixed and Loose Equipment у 440,702 410,537 
Excess of the cost of shares in Subsidiaries over the ` 
book value of the net Assets at the dates of acquisi- 
tion 344,583 344,583 
2,792,348 2,703,921 
Nat Current Assets (Note 3) 157,559 108,101 
" 2,949,907 2,812,022 
єзї: разра 
Debenture Stocks (Secured) (Note 4) 747,444 * 753,989 
Provision for Taxation 87,300 — 
Future Taxation — 62,210 
Provision for Renewals and Replacements 425,112 12996... 
Interest of Minority Preference Stockholders 10 7 
Subsidiarles 39,083 39,098 
998,939 985,093 





£1,950,968 £1,826,929 








THE FREDERICK HOTELS LIMITED AND ITS SUBSIDIARIES 


NOTES ON GROUP BALANCH SHEET 
1 REVENUH RESERVES 
Balances at 30 June 1964 
Add: Transfer from Profit arzi Loss Account 
Profit on Sale of Investments 
Less: Expended during tho узаг 
Balances at 30 June 1965 


2 FIXED ASSETS 
The basis of valuation of Fixed Assets iz as follows: 























Freehold Hotel Properties at net amount standing in the Company's books ac 30th June 1948, and subsequent expenditure 


less proceeds of sales. 


Fixed and Loose Equipment =t cost and at net amount standing in the-Company's books at 30 June 1948, 


less proceeds of sales. 


3 NET CURRENT ASSETS 


Stocks at cost 

Debtors 

Payments in Advance 

Quoted Investments (Marker Value £6,354 1964 £9,070) 

Investments in Holding and -ubsidiary Companies 
Debenture Stocks 

Corporation Loans 

Bank and Cash Balances 


Less Current Liabilities: 
Trade and other Creditors it cluding Taxation currently due 
Dividends Jess Income Tax 


4 DEBENTURE STOCKS Secured) 


Holding Company: 
4% 1st Mortgage Perpetual Debenture Stock 
Subsidiaries: 

ү, 1st Mortgage Debentumes 1965 — Grand Hotel а) itd 
3175 1st Mortgage Debentum Stock — rand Hotel (Manchester) Ltd 
5 G Debenture Stock – Victcri& Hote! Nottingham) Led 

% 1st Mortgage Dabentume Stock – -lotel Metropole (Leeds) Ltd 

















Staff 
Benevo- 
Spocial Taxation lent 
Toal Songs! Expenditure Еаш!начоп Fund 
517,661 208,783 298,643 — 10,235 
144,500 — 100, 40,000 4,500 
2,609 2,609 — — t€ 
664,770 211,392 398,643 40,000 14,735 
23,275 — 17,679 — 5,596 
£641,495 £111,392 £380,964 £40,000 09,139 
£ 1965 £ £ 1964 £ 
215,461 192,242 
127,203 111,433 
8,449 ‚018 
6,318 8,934 
34/83 - > 33,959 
‚000 55, 
32,462. 73,203 
539,076 502,789 
306,814 318,891 
72, 75797 
381,517 394,668 
£157,559 £108,101 
1965 Redearned 1964 
during 
year 
£ £ 
569,418 5,215 574,633 
75,000 — 75,000 
47,920 580 ,500 
10,106 750 10,856 
45,000 — 5,000 
£747,444 £6,545 £753,989 
~ ё —— 


5 At 30 June 1965, commitme sts for Capital Expenditure amounted to £53,000 (1964 £12,000) 
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accounts at £175,512, the valuation being ‘cos, 
including the proportion of bank interest on borrow- 
ings attributable thereto'. 

During the year covered by the accounts tbe 


а company sold a portion of land stock with planring 


permission at a substantial profit above book valve 
and bought two other sites with planning permission 
for a considerably larger number of houses. 


Year-end 
HE date chosen for the end of a company's 
financial year is influenced by many factors, sorre 
of which are by now largely traditional. The brewery 
companies end their financial years - in the main— 
at the end of September, and the date is acknow- 
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ledged to have originated with the end of the harvest. 

The end of July is- or was а favourite in the 
motor industry because worxs were usually closed 
down in the first week of August and stocktaking was 
easier. Jannary 31st, the customary ending of the 
financial year in the retail trade, finds the trade with 
the Christmas season and tbe January sales out of 
the way and the spring season still a few weeks off. 

It is interesting to note, in the latter context, that 
the Kenwood Manufacturing Co Ltd is to change its 
accounting date from July 31st to January 31st. 
Mr Ian T. Morrow, C.A., E.C.W.A., chairman, 
comments that January ‘would be a better date, as 
it is away from the summer Loliday period and after 
the close of the Christmas season’. | 


CITY NOTES 


HE stalemate position in the argument between 
the equity bulls and bears in the stock-market 


д" is reflected in an equal stalemate in share quotatiors. 


~, 


*~ | was added this week to the list of leading in- 


` At the end of last week the equity market came out 


of a troubled account with prices hardly changed in 
index terme. This week there has been little in the 
way of real trend. | 

There is, however, a certain amount of ефш-у 
switching going on which suggests that, at long last, 
some investors are learning to live with charged 
stock-market conditions. It is probably wrong, at 
present, to look at equities in overall market terms. 

Company results and forecasts are decidedly mixed 
and, where the forecasts are discouraging, there is 
clearly little to be gained in holding on hopefully -o 
shares whose prospects, to say the least, are limited. 

* + * = 


НЕ name of Associated Electrical Industries 


dustrial groups refinancing through a major debentu-e 
issue. Morgan Grenfell & Co arranged underwriting 


.group has reporte 


for a placing of £15 million А..Е.І. 6$ per cent 1986- 

91 debentures at a price of 384. At the end of last 

year, A.E.I.'s bank borrowing and acceptance credits 

totalled well over fe millicn and, since then, the 

rising tuznover and orders with 

a consequent increase in working capital requirements. 
* * * * 


@ 7 to the London Stock Exchange 
Council’s £12 million rebuilding programme 
proved more vociferous than zeal when it came to the 
pinch, At a recent meeting of Members there was an 
emphatic majority in favour of the Council’s plans 
although, technically speaking, the meeting was voting 
on proposals for changing the terms of Stock Exchange 
annuities. It was held that a vote against those 
changes would be a vote agiinst the building pro- 
gramme, Members are now waiting, with some 
trepidation, for the Councils ideas on raising the 
necessary finance. The Stock Exchange's income will 
have to be raised and Merrbers do not expect to 
have to foct the whole of the bill. 


RATES AND PRICES 


Closing prices, Wednesday, November 24th, 1965 


Bank Rate 
Nov. a, 1961 6% Jan. з, fo63 45 
Маг. 8, 1962 s$ Feb. 27, 1964 5% 
Mar. 22, 1962 h Nov. 23, 1964 75 
April 26, 1962 4% June 3, 1965 6% 
Treasury Bills 
Sept. 17 5 9s 10°81d% Oct, 22 5 g 9-020 
Sept.24 £5 М 104745, Oct. 29 5 954% 
Oct. 1 5 5'824% | Nov. 5 5 9f 2'678% 
Oct. 8 5 7s 1026d9, Nov. 12 5 94 youd, 
Octis £5 8s 287d%  Nov.i9 £5 gs apod" 
Money Rates 
Day to day 4H) Bank Bills 
7 days 41-5176 2 months sish 
Fine Trade Bills 3 mon 51-5 Б 
3 months ла, months 555 14 
months 774% months 54-5 Ё 
months 71-895 


Tax Reserve Certificates: interest rate 28.11.64 34% 


у Foreign Exchanges 
New York 2: Frankfurt pes 
Montreal 3'01 Milan 1751 
Amste 10-09 O1lo 20°02 
Brussels 139:15 Р: гів 13°93 
Copenhagen. 19°31 Zàrich 12°10 

Gilt-edg2d 

Consols 4% 625 Fanding 3% 59-69 оо 
Consolas HO док Snvings 3% 60—70 85 
Conversion 6% 1972 994 Savings 3% 65-7 75 
Conversion 5196 1974 91 Sevings 24% с 94. 
Conversion 5% 1971 948 — T-eas'ry 549% 2008-12 87 
Conversion 3196 1969 914, Treasury 5% 86-89 84 
Conversion 3196 54 Treasury 34% 77-80 75 
Funding 54% 82-84 92 Treasury 217 79-81 73 
Funding 4% 60–90 921 ‘Treasury 2 % . 39 
Funding 33% 99-04 бї} ctory 4% 
Funding 3% 66-68 о War Loan 33% 54: 
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Reviews 


The Law of Stamp Duties 


Fourth edition, by J. С. MONROE, B.A., Barrister-at- 
law. (Sweet & Maxwell Ltd, London. £2 тоз.) 

In this new edition, nine pages longer in its narrative 
part than the previous one which appeared in 1956, 
the chapter on settlement duty has gone (that duty 
having been abolished) and there is a new chapter 
on bearer instruments, following the simplification 
of the statutory provisions abcut these. Unfortunately 
the book appeared too early to include the changes 
wrought by sections go and ут of the Finance Act, 
1965.* 

The examination on pages 24—25 of what the author 
calls the ‘contingency principle’ needs to be used with 
some caution. What may b: true of mortgage ad 
valorem duty, may not necessarily be true of con- 
veyance-on-sale duty. There is not, strictly speaking, 
any general contingency principle; one must read 
the particular head of charge in the light of the facts. 

Anyone who attempts to expound section 55 of the 
Finance Act, 1927 (exemption on reconstructions, etc.) 
takes a bold step. The guiding light should be to reduce 
the verbosity of the section to short statements; but 
on pages 184-85 of Monroe the reader has to struggle 
with a sentence of over one hundred and forty words. 
On page 184 it is maintained that the Revenue claim 
that the exact proportions in which the members 
hold their shares in the existing company ‘must’ be 
preserved, This, however, is not an invariable 
requirement of the Revenue, though, of course, if the 
section is being used for a duty-free reshuffle of 
shareholdings, the Revenue zan be expected to be 
difficult. | 


Dymond's Death Duties 
Fourteenth edition (in two volumes), by REGINALD 


К. JOHNS, LL.B., assisted by R. R. GREENFIELD, LL.B., . 
and Е. Woop, LL.B. (Solicitor! Law Stationery 


Society Ltd, London. Хто тоз.) 

The task of reviewing this work is at once easy and 
difficult. It is ке the most comprehensive and 
up-to-date work on English estate duty. That is easy 
enough to say. On the other hand, by its very exten- 
siveness and thoroughness it presents a daunting 
task to the reviewer. 

The device of having two volumes, one the text- 
book and the other containing the Acts and statuto 
instruments, was also adop-ed for the thirteen 
edition and has proved very acceptable, apart from 
the fact that a single combined volume would be far 
too heavy and bulky. As to the content, when one is 
dealing with three editors, all of whom are employed 
in the Estate Duty Office and one is an Assistant 
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Controller of Death Duties, the reviewer must tread 
warily. Wkat they say about the practice of their office 
can hardly be questioned. Nor does their office give 
them any material bias against the taxpayer. Indeed, 
for those who care to look there are some pretty 
plain indications of how to mitigate the liability — to 
use the current euphemism. 

What is particularly helpful to the professional 
adviser is the way in which the editors closely examine 
apparently conflicting observations in various judg- 
ments. This saves a great deal of research and hel 
to clarify the present position, in so far as it can be 
clarified. The detailed examination of the rules to be 
followed in valuing property at a death will be of 
considerable utility in relation to capital gains tax 
which provides extensively for valuations, not only 


е. 


in the event of death, but also in many other events. , 


The general observations in Chapter I on such 
topics as s:rict construction, the doctrines of ‘form’ 
and ‘substance’, the effects of ‘deeming’ provisions, 
and the problems arising out of payments made under 
mistakes, are all of interest in relation to taxes other 
than estate duty. 

Despite its price no one who presumes to give 


‘professionel advice on estate duty can safely be with- 


out this invaluable work of reference. Happily there 
were no estate duty changes of any substance in the 
Finance Act, 1965, so the work has not sutfered the 
fate that threatens most tax textbooks, of being out 
of date within a few months. 


Index Numbers: Theory and Applications 
by Water R. Crowe. (Macdonald & Evans Ltd, 
London. 425 net.) 


bd 


This book is arranged in two parts. The first is a. 
discussion pf the construction of index numbers with ^ 


quite a lot of statistical method introduced into the 
exposition. The second part reviews a large number 
of index numbers, including some American indices, 


X 


and describes briefly their construction. The student ` 


` reader is given a variety of examination questions 


selected from past papers to help him in his studies of 
this subject. 

While the importance of index numbers is con- 
siderable, the average reader who wishes to know 
something aboutethem may feel that Mr Crowe's 
book provides him with an embarras de richesse. For 
the type of reader likely to want such a book, one 
fears Mr Crowe has been too thorough. > 


Significant Accounting Essays 

Edited by M. Moonrrz and А. C. LITTLETON 
(Prentice-Hall International. New Jersey, and Lon- 
don. 645. net.) 

'This is a collection of thirty-eight American essays 
dealing with important developments in American 
accounting thought from 1900 to 1955 tsken from 
various sources, but excludes taxation, management 
services and systems. The essays are arranged in 
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.віх parts dealing variously with historical aspects, 


postulates and principles, price level changes, cost 
analysis, accounts subject to external and govern- 
mental regulations and a specialized part dealing 
with topics from the American viewpoint. 

The book may be regarded as academic by today’s 
management-accounting conscious accountant but 
the collection of these essays. makes a significant 
contribution to professional accounting literature. 
It should be indicated here that the authors are 
generally experts practising in their own particular 
fields. Particularly interesting in this connection is the 


short biographical note on each writer which also ` 


places the essay in its time context in the development 


_of accounting thought. These notes indicate the 


importance in America with which accounting 
teachers and thinkers and the dissemination of 
accounting literature are regarded, which has not been 
80 equally evident, or perhaps encouraged, in Britain. 

THe book begins with an erudite and witty essay 
by H. R. Hatfield on "The Historical Defence of 
Book-keeping'. Other authors include G. O. May, 
W. A. Paton, S. Walton, P. Mason and R. H. 
Montgomery. The early attempts in defining terms 
which today are taken for granted are illuminating and 
give fuller meaning and precision to these terms. 

Ап interesting essay written in 1904 by a former 
partner in Lybrand Ross Bros & Monteomery 
states categorically that the primary concern of the 
auditor from first to last is to be on the lookout for 
fraud. Today the scope of the audit has widened to 
the extent that the first consideration of the auditor 
is the examination of the systems of internal control 
and the degree to which the directors make these 
effective. As indicated in the English Institute’s 
auditing statement U z, unless suspicions are aroused 
the auditor is entitled to rely on the honesty of the 
company's officials. 

One's impression of the book is that a similar 
exercise in the development of accounting thought 
in England would enhance the ‘professionalism of 
accountancy’ which this book does much to engender. 


| Stevens! Elements of Mercantile Law 


Fourteenth edition by Совром J. BORRIE, LL.M. . 


(Butterworth & Co (Publishers) Ltd, London. 
25s cloth, 35s hard-back). 


The task of the reviewer who is able to praise and not 


blame is a happy one. Stevens’ Mercantile Law-is a ` 


well-established work, but the latest edition is the 
work of a new editor, the Senior Lecturer in Law at the 
University of Birmingham. His has been a formidable 
enterprise, for he has been concerned with a rapidly 
developing branch of the law; but he has succeeded 
admirably in producing a book which will tell the 
student of mercantile law pretty well all that he will 
need to. know about the subject. Its various aspects, 
including the basic principles on contract, are con- 
sidered lucidly and, for a book of this size, remarkably 
comprehensively. One part of the book is devoted to 
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bankruptcy, a subject which does not lend itself to 
easy or interesting treatment and is a source of con- 
siderable anxiety to the normal student. Mr Borrie 
has adopted an excellent arrangement and succeeds : 
in leadinz the reader surely through the various 
stages of the bankruptcy process without ever leaving 
him bored or bewildered. Indeed, this is the best 
concise guide to bankruptcy law that your reviewer 
has seen. 

The labours of the legal editor are always Sisyphean: 
so rapidlv does the law change that no textbook is 
entirely up to date at the moment of publication. Mr 
Borrie warns us in his preface that the law given is as 
it stood on January rst, 1965. Since then there have 
been some important changes, such as the consolida- 
tion of the law of hire-purchase by the Hire-purchase 
Act, 1965. Obviously the student must look out for 
such changes: but if he does this, and studies Mr 
Borrie’s book, he ought to feel able to tatkle his ` 
subject w:th considerable confidence. 


SHORTER NOTICES 


FINANCE OF THE SoctaL Services, by A. Morton; 
THE STRUCTURE AND FUNCTIONS OF LOCAL GOVERN- 
MENT, by C. A. Stebbing; 


Statistics, by Н. С. Lee; 


FINANCIAL PROVISIONS OF THE LOCAL GOVERNMENT 
Аств, 1933-58, by M. W. Bowley; 


-(each 1s 6d to IMTA members, 2s 64 to non- 
members.) 


ers.) 


Еросатом Finances, by J. R. Sampson (2s 6d to 
IMTA members, 6s to non-members.) 


(Available from The Institute of Municipal 


‘Treasurers and Accountants, т Buckingham Place, 


London SWi.) 


These study booklets have been published by a 
joint committee of student societies of The Institute 
of Munic-pal Treasurers and Accountants. They аге 
intended to cover the subject-matter of various papers 
in the Institute's examinations, more especially those 
for which textbooks tend to become rapidly out of 
date, and also to deal with details and technicalities 
which are often inadequately covered in the average 
textbook. They are therefore markedly factual in style, 
and are essentially in the nature of pre-examination 
revision works. 


Возтмеза Fanc. Third Edition, by F. W. Paish, 
M.C., M.A.(CANTAB.). (Sir Isaac Pitman & Sons Ltd, 
London. 16s net.) Events of the four years since the 
appearance of the last edition of this standard text 
have not necessitated major changes. This book is 
written primarily for undergraduates taking economics, 
but its approach to the subject of business finance and 
the excellent descriptions of the relevant financial 
institutions make it eminently suitable for students 
working for professional accountancy examinations. 


On 'TumgiNuG STATISTICALLY, by М. В. Brodie. 
(Hutchinson & Co (Publishers) Ltd, London. 12s 6d 
net). Sub-titled *Notes for Managers' this little text is 
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based upon introductory talks given to students at the 
Administrative Staff College who required a brief 
introduction to statistics. It sets out in simple language 
the principles underlying the collection and classifica- 
tion of data, the principles of sampling and the 
analysis of trends using logarithmic scale charts and 
moving averages. А. final section touches lightly on 
recent developments in operational research : 


RECENT’ PUBLICATIONS 


Tse TAXATION oF PROFITS AND Games, by Basil Webb, 
B.A.(HONS.). 134 pp. 9X 5t. £1 78 6d. Jordan & Sons Ltd, 
719 Fetter Lane, London EC4. 

‘THOMSON’S DICTIONARY OF BANKING, eleventh edition, 
General editor, Е. E. Perry, LL.B.(HON8.), A.1.B., legal 
editor, Е. К. Ryder, LL.B., A.I.B. ix--641 pp. 10X 7j. 
£5 5s net. Sir Isaac Pitman & Sons Ltd, London. 

STEEL Founpry CosTING, The British Steel Founders’ 
Association. 110 pp. 10 X6. 37s 6d net. Gee & Co (Pub- 
lishers) Ltd, London. 

Improvinc Your AccouwrING Pracrice, by Denny D. 
Rotramel, C.P.A. x+236 pp. 10X7. боз. Prentice-Hall 
International, London. 
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Мотев ом Costinc, by A. Dixon, A.C.W.A,, A.M.LEX.« 
v+77 pp. 7X 5. Card covers. 8s 6d. Sir Isaac Pitman & 
Sons Ltd, London. 


GUIDE то CONTEMPORARY THEORY oF Accounts, by John . 
1204 Т 


5 ughlan, PH.D., С.Р.А., x+563 pp. 
Prentice-Hall International, London. 

ACCOUNTING FOR MANAGEMENT CONTROL: ÅN INTRODUC- 
TION, by C. T. Horngren, PH.D., C.P.A., xiv-+498 pp. 
9X6. бог. Prentice-Hall International, London. 

TRANSPORT FINANCE AND ACCOUNTING, by G. A. Lee, 
B.8C.(ECON.), dus С.А. Vii 4-232 pp. 84 x 5}. 3as 6d. Sir Isaac 
Pitman & , London. 

CasEBOOK OP OFFICE EFFICIENCY, edited by Laura Tatham. 
xxiii-- 173 pp. 9X6. 35s net. Business Publications Ltd, 
Mercury House, 103-119 Waterloo Road, London SEx. 

Tug FINANCE Аст, 1965, with Annotations, by S. M. Young 
and J. Silberrad. 91 х 6. Paper covers. 47; 6d net. London: 
Sweet & Marwell Ltd; Edinburgh: W. Green & Son Ltd. 

Reap BETTER, READ FASTER, by Manya and Eric de Leeuw. 
249 р. 7х4. Card covers. 3s 6d net. Penguin Books, 

naon. 


These books may be obtained from, or through, Gee & Co 
(Publishers) Ltd, The City Library, 151 Strand, London 
2. 
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Taxation Case 


А full report of the case summarized in this column 
will be published, with a Note on the Judgment, in 
the ‘Annotated Tax Cases’, 


Willis and Willis’s Executors v. Harrison 
In the Court of Appeal — October 27th, 1965 


(Before THE MASTER ОЕ THE ROLLS жү DENNING), 
Lord Justice Harman and Lord Justice WINN) 


Income tax — Partnership — Death of partner — Dis- 
solution of partnership — Assessments made afterwards – 
Whether surviving partner assessable — Whether 
executor assessable — Whether assessments made in 
time — Partnership Act, 1890, section 9 — Income Tax 
Act, 1952, sections 47 (1), 53, 122 (Schedule D, Case I), 
144, 145, 365 (4) — Finance Act, 1960, sections 5r, 
52, 53, 63 (3), 79 — Rules of Supreme Court, Order 81. 


The deceased, who died on December 17th, 2997 
had for many years carried оп, in partnership with 
brother, the trade of dairymen. 'The partnership was 
dissolved by the death of the brother. In 1962, more 
than four years after the deceased's death, additional 
assessments were made, and they were for the years 
1941-42 to 1947-48. There was never a partnership 
between the brother and the deceased's executors. 

The deceased's executors appealed against the 
assessments; and the ee point was taken that 
the assessments were all bad, ecause the deceased 
had died more than three years before the day when 
they were made, and that they were bad even if fraud 
or wilful default or neglect was established. 


It was contended on behalf of the Revenue that the 
assessment was on a partnership, and had therefore 
to be made in the partnership name; and that the 
assessments were not barred by the lapse of time; 
alternatively, that assuming that 1948-49 was a 
normal year within section 51 of the Finance Act, 
1960, the Revenue could go back as far as 1942-43 
in making additional assessments; and that section 
63 (3) of the same Act, directing that a partnership 
assessment should be deemed to be an assessment on 
the partners, does not constitute such an actual 
assessment on any partner; and that therefore it did 
not make section 53 of the same Act, prescribing a 
time limit on assessments on personal representa- 
tives, applicable to assessments on a partnership, one 
partner of which had died. 

For the taxpayer it was contended that there never 
was a partnership between the surviving brother and 
his brother’s executors; and that section 51 of the 
Finance Act, 1960, had to be read in conjunction with 
section 63 (3), 80 that the assessments had to be 
treated as assessments on the partners, and were 
barred by section 53. It was also contended thet section 
47 of the 1952 Act did not confer a power to assess 
personal representatives more than six years after the 
end of the year of assessment, or more than three 
after the assessment year in which the deceased died, 
even if fraud or wilful default was established; and 
that even if an assessment could be raised under the 
proviso to section 47 (1) on the ground of fraud or 
wilful default, the assessment was still subject to 
section 53 of the 1960 Act read in conjunction with 
section 63 (3) thereof. The Special Commissioners 
decided in favour of the taxpayer. 

Held (reversing in part the decision of Mr Justice 
Buckley): the assessments were valid against the 
surviving partner, but not against the executor of 
the deceased partner. 


November 27th, 1965 e 
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Chartered Accountants’ Dinner 


VER six hundred members and guests attenced 

the annual dinner of the Manchester Society of 
Chartered Accountants held on November 18th at the 
Hotel Piccadilly, Manchester. 


Mr J. A. Edwards, J.P., F.C.A., President of the 
Society, presided and proposed the toast of "I'he City 
and Ports of Manchester’ to which the Lord Mayor of 
Manchester, Alderman Bernard 5. Langton, ЈР., 
replied. 

The President of the Institute, Mr R. McNeil, 
F.C.A5 then presented a badge of office bearing the 
red rose of Lancaster to the President of the newiy- 


' formed North West Society, Mr N. Doodson, F.S.A.A. 


The toast of ‘The Institute of Chartered Accountants 
in England and Wales’ was proposed by Mr William 
Davis, Financial Editor of The Guardian. He said it 
was slightly disturbing to note how accountants were 
managing to take over the whole of industry; if cne 
looked through the Directory of Directors there were 
accountants everywhere! 


He felt that in the new figure-orientated Britain, 


some room should be left for flair and daring. ‘I um 
a firm believer in free enterprise, and in many weys 
I rather regret the trend towards monolithic 
organizations.’ 


Building a Business 


Building up a business was a creative thing that 
could be immensely satisfying. Not every young man 
today wanted to have a label stuck on him and ‘be 
shoved into one of the umpteen departments of a huge 
corporation — there to be governed by a slide ruk’. 


He hoped that the Government would come to 
realize this before long and lend a helping hand. The 
last Finance Act was a bitter blow to people wao 
wanted to run their own business; the Government 
seemed ‘a bit obsessed’ with the idea that small com- 
panies were a bad thing, and that people started new 
ventures purely to satisfy an acquisitive urge. 

The Government ought to recognize, he thought, that 
many young scientists, engineers, publishers, builders 
and others just liked to be independent. They ought 
also to accept that one could fulfil a social purpose and 
make money in doing so. Meantime, the Government 
ought perhaps to talk to City institutions and see if 
they could not set up a new joint organization to 
provide capital for modest ventures in return for 
equity stakes. 

He accepted that nothing could stop the tremd 
towards larger groups and towards the advancemeat 
of more and more accountants to boardroom level. 
But he was ‘rather glad’ to note that having an accourt- 
ant on the board was not an automatic guarantee of 
infallibility. He added, however, that he did not 


in Manchester 


question the value of accountants in industry, and 
was not edvocating a return to what he described 
as 'slap-dash, let’s-see-how-it-works-out’ business 
methods. 

Mr McNeil, responding, said that no accountant 
could expect, merely by the retention of the skills he 
had at the time he qualified to remain successful in 
the profession. 


Changes in taxation during the past year had been 
fundamen-al, and they now had a totally different 
concept of the liability of companies. The law was 
extremely complex, and tbe complexity had been 
added to by the large number of sections designed to 
prevent avoidance, and by what he said was the 'bad 
habit’ of reference to earlier statutes. . 


This wes also the age of tae computer. and of new 
techniques in management accounting. In all these 
matters, the Institute was rur.ning courses which were 
at all times over-subscribed. In London recently 
between seven and eight hundred members had to be 
turned away from a lecture meeting. 


More specialized examinations were needed, and 
taxation was a subject that came to mind as suitable. 


He said it was realized tha: industry and commerce 
expected more and more tecknical assistance from the 
accountancy profession, and it was for the young men 
to maintain and improve the image of the profession 
as leaders in the management accounting field. 


He was well aware that there would be intense 
competition from the unive-sities and the business 
schools to supply industry. Tke accountancy profession 
accepted the challenge, whicl. it did not deny existed, 


Radical Changes in Training 


The President added that he foresaw the need for 
radical alterations both in 2ntry to the profession 
and in training within it. This could be done without 
giving up the priceless advantage the profession had 
in its practical training and the unique relationship 
between p-incipal and clerk. 

The toast of ‘Our Guests’ was proposed by Mr 
Edwards, who said members were determined to 
guard jealously their individual integrity, judgement 
and skill. 


Canon Eric Saxone, B.A. B.D., Rural Dean of 
Manchester Cathedral Deanery, responded. He recalled 
that he himself had once been a municipal accountant 
in Manchester. 


Mr A. Т. Dowd, в8.80., F.C.A., proposed a vote of 
thanks to the Chair, and in responding Mr Edwards 
thanked Miss I. Ritchie, LL B., Assistant Secretary, 
who had borne the main weight of organizing the 
dinner. Н 
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Burning the Midnight Oil over 
the Finance Act 


President's Criticisms at Hull Chartered Accountants? Dinner 


Y making entertainment expenses non-allowable 

the Finance Áct of 1965 had done the equivalent 
of “chopping off a man's arm in order to deal with a 
poisoned thumb”, said Mr К. McNeil, в.с.А., President 
of The Institute of Chartered Accountants in England 
and Wales, when he spoke in Hull on Friday of last 
week at the annual dinner of the Hull, East Yorkshire 
and Lincolnshire Society of Chartered Accountants. 

Mr McNeil, who was responding to the toast to the 
Institute proposed by the Sheriff of Hull, Mr Thomas 
Liddle, said the accountancy profession was greatly 
concerned with the Finance Act, 1965, and the very 
great burdens which it placed upon the profession in 
matters of interpretation and advice which could be 
given to clients. 

“Т know that in this district, as in fact all over the 
country, many members are burning the midnight 
oil and attending courses of lectures so that the 
inysteries of that Act may be made clear and I have no 
doubt that it will be mastered and the advice of our 
members will be as always of а high standard,' said 
Mr McNeil. 


Side Effects 


He said he was personally concerned about the side 
effects of the legislation, and added: 


"The drug manufacturers have learned long ago that it 
is no good curing one condition if, as a result of it, you 
start up а great number of troubles in other directions, 
and this may well be the effect of certain parts of the 
Finance Act. 

‘I do not believe, for example, that it is good to encourage 
the provision of new finance in industry by fixed interest 
loan capital; particularly is this so when the amount is 
vast and the rate of interest as high as it must be at the 
moment to attract investment." 


Mr McNeil went on to say that he was also concerned 
at the effect there might be on overseas trade cor- 





porations and on the small private company, on both 
of whom the present taxes fell with undue severity but 
wkich, to his mind, were absolutely essential for the 
economy of the nation and should be encouraged. 

He was also concerned with the cost of collection 
thet was likely to arise on the capital gains tax and 
which seemed to be wholly disproportionate to the 
anticipated gains in most instances and these costs 
would fall on the taxpayer and not on the Inland 
Revenue. 

He said that, in general terms, entértaining expenses, 
except for overseas buyers, were not allowable ‘as an 
expense in earning profit, and added: 

Т am well aware that action needed to be taken to stop 
abuses that arose under the old legislation but I think the 
power was already there, but if it was not, it could un- 
doubtedly have been strengthened. 

‘What seems to have been done is the equivalent of 
chopping off a man’s arm in order to deal with a poisoned 
thumb and I fear that the steps taken to evade the section 
end not merely to avoid it, are already being developed. 

“Ав accountants, as auditors, as tax negotiators, we can 
take no part in any such evasion but it will be a very great 
pity if this legislation leads to a loss of confidence between 
ourselves and our clients which we have done so much to 
foster over the years, and which we believe to be vital to 
the financial health of this country.' · 


Mr McNeil also spoke of ‘post-graduate training’ for 
accountants and said that it was quite clear that the 
stcck of knowledge acquired in the long years of study 
as an articled clerk would not last through the whole of 


a professional life, however burnished it might be by - 


experience. Accountants were now called upon in- 
creasingly for advice over a wide variety of circum- 
stances, and wide general knowledge was necessary. 


‘It has been said that all the material pro of mankind 
has resulted from the making of careful measurements. 
Our profession is entrusted with the responsibility of 
measurements, whether it be in relation to past events, 


Mr Н. C. Shaw, r.C.4., Pres- 
ident of the Society (right) 
with (to his right): Alderman 
Miss A. Major, M.B.E., J.P., 

Lord Mayor of Kingston 
upon Hull; Mr R. McNeil, 
F.C.A., President of the In- 
stitute; Mr T. B. Liddle, j.»., 
Sheriff of Kingston upon 
Hull; and Mr H. Gordon 
Smith, F.c.4., Chairman, Lon- 
don and District Society of 
Chartered Accountants. 
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when we act as reporters of financial information, o in 
relation to future events where, by a system of integr--ed 
budgets, we forecast the future.' › 

In proposing the toast, Mr Liddle said that account- 
ancy, like other professions, was finding difficult in 
maintaining a satisfactory intake of recruits ђеселве 
of a general competition for young people. 

Mr Liddle, who is a banker, said that his cwn 
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profession came up against the same difficulty, and 
added tha: it was hard to understand when one knows 
of the rewards and satisfactions which both professions 
had to offer. 

The toast of “The Guests’ vas proposed by Mr H.C. 
Shaw, F.c.a., President of tke Society, who presided 
over the company, and Mr R. D. Bloomfield, ма., 
responded. 


Finance Act Burdens 
Chief Tax Inspector’: Views at Coventry Dinner 


d ics 1965 Finance Act had imposed an .in- 
precedented burden on accountants and —he 
Revenue Department staff alike, Mr Leonard Barf-«d, 
Chief Inspector of Taxes, said at Coventry on Wedr »s- 
day of last week. 

Barford, who was proposing the toast of “The 
Institute of Chartered Accountants in England =nd 
Wales’ at a banquet of the Warwickshire Societ- of 


^ Chartered Accountants at the Hotel Leofric, wen: on 


to say that the profession had to devote a vast g-o- 
portion of time in learning the procedures of the 3ew 
tax systems. 

Taxation legislation, Mr Barford said, was 'not—-oo 
bad’ when he entered the Revenue Department. ТІ зге 
was now, however, the problem of ‘stopping she 
bungholes’, and one learned, year after year, Dat 
*every time you stop one hole you open two more 


Need for Co-operation 


Referring to the new taxes, Mr Barford confessed at 
the capital gains tax was going to be an awkward =ne 
both for the profession and for the Revenue. So Eng 
as the valuation date was near, he said, the yield must 
necessarily be small and the expenditure of tme 
necessarily great. "We are going to need a great deal of 
tolerance and understanding, and an absence of рап- 
pricking between the two of us during these r»xt 
few years.’ He added that what had to be avoided was 
the sacrifice of the one great advantage this country 
enjoyed over others abroad, and that was the -20- 
operation of the British taxpayer who ‘plays the реале, 
as he sees it’. 

"The one horrifying thought in our taxation [-o- 
posals', he contined, ‘is whether, in certain directis, 
one is approaching the time when the taxpayer sag — 
“This is enough; I don't like it; I don't believe ir it; 
it is not fair ~ I don’t play”? — ^ 

Remarking on the coming introduction of automs:ion 
in the Revenue field, Mr Barford said that in less t-an 
two years from now, in Scotland, the Revenue ~as 
going over wholly to automation in assessm-nt. 
While accountants sometimes grumble about indi-d- 
ual inspectors’ mistakes, he joked, what would tey 
say to a machine that could deliver wrong notices 3 a 
rate of 11,000 a minute? 

"We are in some ways visibly approaching the 
sausage machine age,’ he said, stressing that only an 
emphasis on a professional approach would prevent 
automation taking over. He hoped that, despite the 
difficulties, most problems would continue to be 
settled with local inspectors. 

After referring to the shortage of Revenue staff ad 
the difficulty of obtaining new recruits, Mr Barfrd 


said that the Revenue would do its best to overcome 
this problem and he was sure they could rely on the 
co-operation of the professior.. Perhaps, between them, 
he added, they could create an atmosphere in other 
circles which would lead tc a simplification of the 
procedures they found so d-fficult and time-wasting. 

Concluding, he said tha: while the transitional 
problems associated with corporation tax seemed 
mountainous, ће felt that, at 5est, the new system was 
far more rational, sensible, practical and inevitably 
freer of problems than the old. The amount of tax 
reform wes at present very threatening. "We need two 
or three years, and I am sure you do, to settle down to 
the problems ahead.' 

Mr W. Guy Densem, Fic.a., Immediate Past 
President of the Institute, resp onding, referred to recent 
publications produced by the Institute and said that 
the Institute was trying to do all it could to help 
members through these ‘real-y difficult times’. 

The toast of “The Guests! was ably proposed by 
Mr T. D. Kelly, F.c.a., President of the Society, and 
Mr Michel Saint-Denis, c.B.&., Director of the Royal 
Shakespezre Theatre, responded. 





The President of The Warwickshire Society of Chartered 
Accountants, Mr T. D. Kelly, F c.4., with (to his right) The 
Lord Mayor of Coventry, Alderman W. Parfitt, J.P., and 
(to his left) Mr W. Guy Densem, F.c.a., Immediate Past 
President of The Institute of Chartered Accountants in 
England and Wales. T'o the reaz are Mr Leonard Barford, 
Chief Inspector of Taxes (lef) and Mr Michael Saint- 
Denis, c.3.&., Director, Royal Shakespeare Theatre, 
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Association's Conferences on the 
Finance Act 


HE first of a series of four conferences on the 
Finance Act, 1965, organized by The Association 
of Certified and Corporate Accountants, was held at 
the Connaught Rooms, London WCr1, last Saturday. 
‘The series is based on the three booklets which the 
Association has published dealing with corporation tax 
~ general provisions and close companies — and capital 
gains tax. The booklets have been designed to give 
members as much assistance as possible with the 
practical applications of the Finance Act, 1965, and 
the conference last Saturday was the first of two devoted 
to the general provisions of corporation tax. 

The proceedings were opened by the President of 
the Association, Mr С. L. Barker, F.A.C.C.A., who 
welcomed the members present and introduced 
Mr C. №. Beattie, Q.C., who was the principal speaker. 
In the course of an hour’s address he dealt with a 
wide variety of matters relating to the new tax and its 
general implications. 

After a short break for coffee, members, in syndi- 
cates of ten, worked on a number of practical examples 
which had been prepared by the Association's Taxation 
Committee. At the end of the period, suggested solutions 
to each problem were circulated to all those present. 

The last part of the morning was devoted to questions 
submitted in advance by those attending the con- 
ference. The questions were answered by a panel of 
members of the Taxation Committee comprising 
Mr A. W. Nelson, F.A.C.C.A., partner, Messrs Wilson & 
Honey; Mr F. E. Bleasdale, A.A.C.C.A., assistant tax 


edviser, Esso Petroleum Co Ltd; Mr D. R. Dawes, 
A.A.C.C.A., senior partner, Messrs Dawes Nicholas & 
Co; Mr J. P. Landau, F.a.c.c.a., senior partner, 
Messrs Landau, Morley & Scott, and Mr G. M. L. 
Sk:ngley, 4.4.C.C.A., finance director, Robert Leonard 
Group. 

After luncheon the six members of the Panel gave 
Short, ten-minute talks on specific aspects of cor- 
poration tax covering the computation of profits 
chargeable to corporation tax; charges on income; 
management expenses; inter-group transactions; losses, 
including terminal losses; and transitional provisions 
and dividend increases in 1965-66. 

The syndicates then spent a period working 
cn another serjes of practical problems, for which 
suggested solutions were circulated at the end of the 
session, and the conference closed with a further 
question period at which members of the panel dealt 
with matters raised by members as well as with a 
number of points brought up as a result of the day's 
programme. 

The remaining conferences in the series are on 
Saturday, December 11th; Saturday, January 8th, 
1966, and Saturday, January 29th, 1966. There are a 
number of tickets, priced three guineas each, for each 
of these sessions still available and members of the 
Association who would like to take part in the con- 
ferences are advised to contact the Secretary of the 
Association at 22 Bedford Square, London МС, 
£8 soon as possible. 


Proper Fees for Proper Advice 


Council Member's Views at Tees-side Accountants! Dinner 


NLY if there were a 'substantial' increase in fees 

could accountants ensure clients received proper 
advice, said Mr J. Е. Allan, F.C.4., a member of the 
Council of The Institute of Chartered Accountants in 
England and Wales, at Billingham, Co. Durham, on 
Friday of last week. Mr Allan was responding to the 
toast of the Institute at the first annual dinner of the 
Tees-side Society of Chartered Accountants (formerly 
the North Yorkshire and South Durham Branch of the 
Northern Society of Chartered Accountants). 


Helping Practitioners 

Mr Allan said that if clients would accept 'proper 
fees for proper advice', accountants could ensure they 
got themselves properly geared to give the best advice. 
They could give the people employed in their offices a 
fair reward for their labours and encourage particularly 
the younger members coming into the profession to 
stay a little longer on the practising side before Being 
attracted by the ‘succulent fruits’ elsewhere. 


Мг Allan said the Institute had gone a long way to 
help practitioners in this respect. The recent practitioner 
inquiry report certainly provided food for thought, and 
a stimulation for *action; while the Practice Ad- 
ministration series of booklets now being published 
would in his view be a tremendous help, particularly 
to the small practitioner. He commended to those 
who had not read it the booklet in the series called 
Towards Better Fees and added that a series of booklets 
for non-practising members was in course of publica- 
tion, and he hoped they would be just as useful to 
these in commerce and industry. 

Mr Allan went on to talk about public relations, and 
said it seemed to him, from articles which had appeared 
in the Press from time to time, and from broadcasts on 
television and radio, that there was an impression in 
certain quarters that the chartered accountant arrived 
by way of 'O' level examination and a second-class 
qualification. "T'he sooner we eradicate that impression, 
if it is there, the better’, said Mr Allan. 
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Mr Allan mentioned the two Institute booklets on 
corporation tax and capital gains tax and said that they 
were not only first-class manuals for accountants to 
have alongside them, but their immense popularity 
outside the profession had demonstrated that chartered 
accountants were the right people to help taxpayers 
with problems arising from new legislation. | 

'The Institute had also inaugurated a Certificate in 
Management Accounting — the first examination was 
to be held next October — and a series of courses 
designed as an introduction to computers had been 
started to help members in providing an up-to-date 
and positive service either to clients or to em- 
ployers. : 

‘We must improve our image in the public mind’, 
said Mr Allan, ‘and help to educate our clients or 
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employers so that they will come to the profession 
to see what we can do to help them’. 
The toest to the Institute was proposed by Mr C. A. 


` Hinks, of Darlington, a member of The Law Society, 


inaspeech which was in light-hearted vein throughout. 
Mr Hinks gave a series of freely adapted extracts from 
the writings of Chaucer Shakespeare, Milton, 
Wordsworth, and Coleridge, among others, intended, 
as he put it, ‘to sing the przises of the profession’, 

The toast to the guests was proposed by Mr F. 
Robinson, F.C.A., Vice-Chairman of the Tees-side 
Society, who said it was a pleasure to see such a good 
turn out of me and guests — there were about 
one hundred and seventy-five present. 

Mr C. H. Burtt, T.D., F.R.LC.S., F.A.I., a partner in a 
Middlesbrough firm of chartered surveyors, responded, 





In Parliament 


Investment Clubs: Capital Gains 


Mr Grorrrey Lioyp asked the Chancellor of the 
Exchequer if he will now introduce simpler pro- 
cedures for calculating the capital gains of investment 
clubs. 

Mr Damono: Yes. A simplified procedure hes been 
evolved which is in principle satisfactory to the 
National Association of Investment Clubs.. 

Hansard, Nov. 16th, 1965. Written Answers, col. 49. 


Income Tax: Dividends and Interest 


Mr Joun Harr asked the Chancellor of the Exchequer 
what rate of income tax should, under his regulations, 
be deducted from dividends paid by United Kingdom 
companies on or after April 1966 to residents in 
countries with which the United Kingdom has no 
double taxation treaty. 

Mr Diamon: The standard rate. 

Mr Joun На. asked the Chancellor of the Ex- 
chequer what tax, under his regulations, is to be 
deducted on and after April 6th, 1966, on interest 
payment on intercorporate loans between wholly or 
partly owned United Kingdom subsidiary and foreign 
parent companies. - 

Mr Damono: Income tax should be deducted at 
the standard rate, except where the company is 
authorized to pay in full under arrangements for the 
relief of double taxation. 


Hansard, Nov. 16th, 1965. Written Answers, col. so. 


Companies Act, 1948: Private Companies 

Mr Park asked the President of the Board of Trade if 
he will introduce legislation to amend section 129 (4) 
of the Companies Act, 1948, whereby private com- 
panies are at present exempt from public financial 
scrutiny. 

Mr Harop WALKER asked the President of the 
Board of Trade what action he intends to take to 


reduce the privileges of exempted private cofnpanies. 

THE PRESIDENT OF THE Волвр oF TRADE (Mr 
DovaLas Jay): I would ask my hon. friends to await 
the proposals I shall be meking for new companies 
legislatior. 

Mr Равк: While thanking my right hon. friend for 
his answer, may I express the hope that this legislation 
will not be too long delayedt Does he consider that it 
should include provision to require private companies 
of this character to file their accounts and records with 
the Registrar of Companies at Bush House? 

Mr Jav: I can assure my hon. friend that I shall take 
special note of his views on this subject. 

Mr Patrick JENKIN: Would the right hon. gentle- 
man recognize that in malcng this recommendation 
the Jenkins Committee had in mind the interests of 
creditors and not that private affairs should be exposed 
to the public gaze? Would he undertake to bear in 
mind and to include in the legislation the two exemp- 
tions which the Committee recommended in its. 
recommendations on this subject? 

Mr Jav: We will certainly pay due regard to that 


о. 
Mr Нлвоір Warrer: In preparing his proposals, 
will my right hon. friend give very careful considera- 
tion to the activities of the Service Group of companies 
which, because of the legal loophole existing in the 
regulations, appear to have ceveloped a very lucrative 
racket out of hiring out nor.-existent launderettes? 
Mr Jay: We will certainly not disregard that either. 


Hansard, Nov. 18th, 1965. Oral Answers, col. 1313. 


Companies’ Debts and Liabilities: Directors’ 
Responsibility 

Mr Park asked the President of the Board of Trade 
if he will introduce legislat:on to make directors of 
companies personally responsible for their companies' 
debts and liabilities in casee where incompetence or 
culpabilit can be proved. 

. Mr Jay: Under section 332 of the Companies Act, 
in -certain circumstances tae Court may make а 
director of a company who was knowingly party to its 
fraudulent trading, personally responsible for its debts. 
The proposals which I shall be making this session 
for new companies legislation will not extend to 
amendment of section 332. 


Hansard, Nov. 18th, 1965. Oral Answers, col. 1314. 
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Notes and Notices 


PROFESSIONAL NOTICES 
Messrs Baskett, Bryanr & Warris, Chartered 
Accountants, of London, announce that Mr W. R. 
BASKETT, F.C.A., who has been the senior partner in the 
firm for many years, has retired as from September 
3oth, 1965. 

Messrs BurLER, Viney &  Cumps, Chartered 
Accountants, and Messrs THOMSON, GREGORY, 'T'HOL 
& Co, Chartered Accountants, announce that, as from 
November rst, 1965, Mr DoNALD W. PRATT, F.C.A., has 
retired from both firms after fifty-four years in the 
po but will remain available for consultation. 

As from that date, Mr Јонм D. HEWENS, A.C.A., 
son of the senior partner, has been admitted to partner- 
ship. They announce also that as from January rst, 
1966, Мг R. M. LANG, F.c.a., will retire from both 
firms to take up an appointment with important clients. 
Both practices will continue to be carried on in the 
same names and at the same address. 

Messrs EvroN & Evron, Chartered Accountants, 
of Newcastle upon Tyne, announce with regret the 
death of Mr AnTHUR Воур, F.c.a., on November 16th, 
1965, at the age of 69. The practice will be continued 

y Mr A. M. Bovp, B.COM., F.C.A,, and Mr J. K. 
SOWERBY, A.C.A. 

Messrs Foster Wicas & Co, announce that their 
office at 13 High Street, Marlow, Bucks, has now 
been permanently closed and that the practice has 
removed to 7 Amersham Hill, High Wycombe, 
Bucks. The practice is now being carried on in con- 
junction with that of BARBER & Co, Certified Account- 
ants, of the same address. 

Messrs Westcotr, Мачка, & Co, Chartered 
Accountants, of 33 Catherine Place, London SW1, 
and 18 Landport 'l'errace, Portsmouth, announce that 
Mr Txomas Н. М. Barnp, F.c.A., has retired from the 
practice with effect from November 18th, 1965. Тће 
practice is being carried on by the remaining partners, 
Mr ARTHUR R. Stacy, F.c.a., Mr GEORGE LONSDALE, 
F.C.A,, Mr THOMAS EDMEADES, A.C.A., and Mr Там S. 
WICK, A.C.A. 

Messrs WHINNEY Murray & Co announce that, as 
from October ist, 1965, they have admitted into their 
Middle East partnership Mr D. Е. FLETCHER, A.C.A., 
who has been associated with the firm for a number of 
years. 

OBITUARY 


Tudor Davies, F.C.A. 


We have learned with regret of the death on Monday 
of last week of Mr Tudor Davies, F.c.a., principal 
in the firms of Tudor Davies & Co, Chartered Account- 
ants, of Bridgend, Glamorgan, and Davies & Davies, 
Chartered Accountants, of Cardiff. 

Admitted to membership of the former Society of 
Incorporated Accountants in 1:913, Davies was 
a prominent member of the Society in the South 
Wales area for a great many yeurs. He was President 
of the Incorporated Accountants’ South Wales and 
Monmouthshire District Society in 1934 and served 
ав honorary secretary from 1939 until integration. 


COMPANY INVESTIGATIONS 


Mr M. M. Wheeler, Q.C., has been appointed by the 
Beard of Trade under section 16 5 (b) of me Companies 
Act, 1948, to act as inspector with Mr C. E. M. Hardie, 
C.3.E., В.С.А., to investigate the affairs of Town Centre 
Properties Ltd. The appointment of Mr Hardie was 
rezerred to in our issue of October oth. 

It is also announced that Mr Wheeler and Mr Hardie 
heve been appointed as inspectors, under section 
165 (a) (i) of the Companies Act, 1948, to investigate 
ths affairs of Star Explorations Ltd. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN IRELAND 


President’s Dinner • 


The President of The Institute of Chartered Account~ 
ants in Ireland, Dr Howard W. Robinson, B.A., 
B.COM., LL.E., PH.D., F.C.A., gave a dinner party on 
November 8th at Jammets. Restaurant, Dublin. The 
guests were: Mr Liam Cosgrave, T.D., "Leader of the 
Opposition; Major Vivian de Valera, T.D., Managing 
Detector, Ir-sh Press; Mr N. V. Hogan, Y.C.A.; Тће 
Hen. Cearbhall O. Dálaigh, Chief Justice; Mr RS. 
Nesbitt, Managing Director, Arnott & Co Dublin 
Ltd; Mr Pezer D. Odlum, Director, Associated Mills 
Ltd; and Mr D. McC. Watson, ¥.c.A. 


CENSUS OF DISTRIBUTION FOR 1966 
The Board of Trade are preparing to take a census 
of retail distribution and of certain service trades 
which is to 5e carried out in 1967 in respect of trade 
done in 1966. 


The success of the census operation will depend , 


ve-y largely on the assistance given by accountants 
and it was for this reason that an accountant was 
in-ited to be a member of the Advisory Committee 
which was set up to advise the Board on the census. 

In planning the census the Board have tried to 
siriplify forms and procedure as far as possible. Of 
the smaller independent retailers only a sample will 
be approacked, and only those with a turnover of 
65.000 or more will have to answer the complete 
lis: of census questions. 

Forms for completion will not be issued until 
January 1967, but specimen copies have already been 
prepared and are being issued shortly to the largest 
re:ailers, and to credit traders, mail order businesses, 
auiomatic vending machine operators, multiple organi- 
za-ions, and organizations engaged in laundering or 
dry cleaning; all traders in these categories are to be 
included in the census. 

The Board will not be able to give advance warning 
to amaller traders individually as their names and 

es wil not be known until businesses in the 
sample areas have been listed next year. Traders in 
these areas can, however, obtain information copies 
of the census forms by applying to the Census Office. 

The census will provide an up-to-date basis for the 
measurement of current trends in retail trade and 
other information required by the Government in 
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dealing with economic affairs. The information given 
by traders will be treated in strict confidence and will 
be seen only by staff of Statistics Division of the Board 
of Trade. 

Specimen census forms or other information may 
be obtained from the Board of Trade, Census Office, 
Lime Grove, Eastcote, Ruislip, Middlesex (Telephone 
Pinner 8771, Extension 219). 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


Taxation Conference at Eastbourne 


A three-day Taxation Conference is being held this 
week by the London and District Society of Chartered 
Accountants at the Grand Hotel, Eastbourne, ending 
tomorrow (Saturday). The conference, under the 
chairmanship of Mr С. B. Judd, F.c.a., is being 
attended by 350 members. 

Fivg papers are being presented and after each paper 
the conference divides into discussion groups. Points 
of interest arising from the discussions will be dealt 
with at a final Brains Trust under the chairmanship of 
Mr E. Kenneth Wright, M.A., F.C.4., a member of the 
Council of the Institute. 

‘The five papers are as follows: ‘The new basis of 
company taxation’, by Mr E. E. Ray, B.COMM., F.C.4.; 
‘A day in the life of a district inspector’, by Mr P. W. de 
Voil; ‘Capital gains’, by Mr D. Buckley Sharp, МА., 
F.C.A.; “Research and development’, by Mr Е. J. 
Pickerill, F.c.a., and “The effect of the new taxation on 
business decisions’, by Mr Philip Shelbourne. 


DUBLIN SOCIETY OF CHARTERED 
ACCOUNTANTS 


Programme of Meetings 
At a meeting of the Dublin Society of Chartered 
Accountants to be held on December 8th, the President 
of the Institute, Dr Н. W. Robinson, PH.D., LL.B., 
F.C.A., i8 to address members on ‘Receivers under the 
Companies Act, 1963’. The following meetings are 
among those arranged for the New Year: 

January 11th, 6 p.m.: "Education and economic progress’, 
by Mr P. Lynch, chairman, Aer Lingus. 

February 5th, 6 p.m.: ‘Investment analysis’, by Mr 
Nicholas J. Leonard, Editor, Business & Finance. 

February 18th, то p.m.: Annual dance at Gresham Hotel, 
Dublin. 

March ist, 6 p.m.: "The future of the accountant — 
dilemmas facing the profession',*by Professor W. Т. 
Baxter, London School of Economics and Political 
Science. 

March 24th, 6 p.m.: 'Mergers and acquisitions', by Mr T. 
Kenny, F.c.a., Tansley, Witt & Co Ltd, London. 

April 15th, 6 p.m.: ‘Operational research’, by Professor 
B.'H. P. Rivett, Professor of Operational Research, 
University of Lancaster. 


: Students’ Group 

The Society's Students’ Group concludes the first 

half of its 1965-66 programme with the annual dance 

on December roth at Jury's Hotel, Dublin. Among 

meetings arranged for the remainder of the programme 

аге: 

January 18th, 5.45 p.m.: "Ihe computer challenge', b 
Mr W. B. Lyster, A.C.A. 7 

January 26th, 2.30 p.m.: Machine accounting demonstra- 
tion, National Cash Register Ltd. 
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February and, 5.45 p.m.: "Aspects of management’, by 
Dr J. Е. Dempsey, А.С.А. 

February 11th, 2.30 p.m.: Rugby match v. London 
Students in London. 

March iit, 5.45 p.m.: ‘Current taxation problems’, by 
Mr N. Bale. 


April 6th 2.30 p.m.: Computer demonstration: W. D. & 
H. O. Wills Ltd. 


THE CHARTERED ACCOUNTANT STUDENTS’ 
SOCIETY OF LONDON 


. Mock Company Meeting 
A mock company meeting is to be held by The 
Chartered Accountant Students! Society of London 
at 5.30 p.m. on Tuesday next, November 3oth, at the 
Chartered Insurance Hall, 20 Aldermanbury, ECa. 


Speakers' Course 
The third practice debate in this session's speakers’ 
course will be held in the Society's Common Room at 
43 Londor. Wall, London EC2, at 6 p.m. on Wednes- 
day next, December rst. 


INSTITUTE OF INTERNAL AUDITORS 
London Chapter 


'The next meeting in the current education session of 
the London Chapter of the Institute of Internal 
Auditors will take place at Unilever House, Blackfriars, 
London EC4, on Monday morning, November 2gth, 
when there will be sessions covering ‘Your questions 
on internal auditing’, to be answered by a panel of 
senior Institute members and а talk by Mr E. A. Evans, 
of Unilever Ltd, on ‘Internal audit of a computer 
applicatior’. There will be two further, similar meetings 
on December 23rd and January 3rd. Those interested 


* jn attending should contact Mr R. A. Brown, audit 


department, Unilever Ltd. 

'The next monthly meeting of the Chapter will be 
on December 8th at the Kingsley Hotel, Bloomsbury 
Way, London У/Ст, at 12.30 p.m., when the speaker 
will be Mr E. J. С. Henry, ¥.c.1.8., who will give a 
talk on "Гле adequacy of insurance cover’. Mr R. Н. 
Pitchford, a.a.c.c.a., the European West Vice-President 
of the Institute, will be present and it is hoped that 
as many members as possible will be able to attend the 
meeting. 


RATE PAYMENTS BY INSTALMENTS 


A survey! published by The Institute of Municipal 
Treasurers and Accountants giving details of rate 
collection in over half the local authorities in England , 
and Wales. shows that 44 per cent of those authorities 
provide a service whereby domestic ratepayers may 
pay their rates by nine or more instalments. In addition 
to these authorities, most others accept payment by 
instalment, but either have no formal scheme or one 
which requires payment in less than nine instalments. 
A number of authorities are also making use of rate 
stamps or vouchers which can be purchased either 
from a machine or a local post office, thereby enabling 
the payment to be made in very small instalments. 
The percentage of ratepayers taking advantage of 


1 Return of Rate Collection 1964-65. The Institute of Muni- 
cipal Treasurers and Accountants, 1 Buckingham Place, 
Westminster, London SW1. Price 152 post free. 
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payment by nine or more instalments is highest in 
Wigan County Borough Council where it is 75 per cent. 
In Dagenham Borough Council and Winsford Urban 
District Council over haf the domestic ratepayers use 
this method. 


The year covered by the survey (1964-65) is the year 
in which the Rating (Irterim Relief) Act came into 
force. The minimal efiect of this Act, which was 
designed to give relief from part of the rates to those 
suffering hardship, is shewn by the fact that the relief 
granted in the year in th» majority of authorities is too 
small to register (less than o-o1 per cent of rates collect- 
able). The highest percemtage for relief of rates collect- 
able 18 0:56 per cent for Eournemouth County Borough 
Council, but this is an exceptional case. Rates remitted 
on grounds of poverty were also very small, Manchester 
remitted the most (45,327), representing only 0°03 per 
cent of rates collectable by the authority. ` 


GUIDE TO FINANCE ACT 


A useful guide to the 1955 Finance Act was issued by 
the Engineering Indust-ies Association on Monday. 
Prepared by four accounzants and a lawyer, the booklet 
compresses into thirteem pages the main provisions 
relating to corporation tex and capital gains tax. 

Although written for the busy director of the smaller 
engineering company — most of the 3,000 firms in the 
Association are in this category — the booklet is also 
available for general sale and may be obtained from the 
Association's offices at 9 Seymour Street, London 
Мт, price 2s 9d, includirg postage. 


EMPLOYEE BENEFITS IN BELGIUM 
Readers with business interests in Belgium will find 
us2ful a report on employee benefits in Belgium 
recently issued by the Metropolitan Pensions Association 
Ltd. Prepared by an American actuary at the request 
of the Association, the report describes the principal 
findings and conclusions resulting from an intensive 
study of employee benefits in Belgium made over the 
past twelve months. In three chapters, the report deals 
wih the overall employee benefit structure in Belgium; 
the social security system, and private pension plans. 

Copies of the report are available, free of charge, 
frcm the offices of the Association at Haymarket 
House, 28 Haymarket, London SW1. 


BRITISH ISSUING HOUSES 

Tte Issuing Houses Association has published a new 
ed-tion of its booklet explaining the part played in 
fnance and industry by its fifty-six members, who 
together handle the majority of share and loan issues in 
the United Kingdom. First published in 1958, the 
booklet, entitled British Issuing Houses, has been revised 
to Dring it completely up to date. 

As a move to increase understanding of the issuing 
hose mechanism, the Association is sending copies 
cf ће booklet to a wide range of organizations, includ- 
ing universities, colleges where management is taught, 
libraries, local authorities and commercial and financial 
bodies. 

Copies are available from The Secretary, Issuing 
Hcuses Association, St Albans House, Goldsmith 
Street, London ЕС2. 


THE INSTITUTE CF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
Results of Intermediate Examination held in September 1965 


ORDER OF MERIT AND PRIZES 
First Place in Order of Merit, the Stephens Prize and the Deloitte-Plender Prize for the paper on Auditing 
Brown, Neil Douglas (G. D. Cucksey), London 
Second Place in Order of Мей, the Flight Lieutenant Dudley Hewitt, D.F.C., Prize and the Deloitte-Plender Prize for the paper on 
Book-keeping and Accounts I 
Playfoot, Darrell James (А. C. Durrant), Tonbridge 


Third Place in Order of Merit = 
Laing, Stephen George (J. С. МасСтерог), Liverpool 


Fourth Plac- in Order of Merit 
Rossor, Michael Keath (Н. E. Hann), London 


Fifth Place in Order of Мети and the Deloitte-Plender Prize for 
the G3neral Paper 
Metters, John Edmund d= Vahl (A. C. Falkner), London 


Fifth Placein Order of Merit 
Matthews, Michael Francis Clift (A. J. Paul), Redruth 
Ritchie, William Meil (R. Goodwin), Derby 


Eighth Plac- in Order of Merit 
Basunia, Tamjid Hossain (R. E. Hawkes), London 
Rowe, James Winstcn (R. R. Comber), London 


Tenth Place in Order of Merit 
Gandhi, Homi Dosabha (W. B. I. Jamieson), London 
Keogh, Anthony Prul (R. C, Fripp), London 


Twelfth Place in Order of Merit 
Arnold, Richard Arthur (R. N. Roberts), ин es 
: Mitchell, Clive Victor (W. Н. Loud), Bristo 
Tipper, Andrew Walter (S. V. Gregory), Birmingham 


Fifteenth Place in Order of Merit 
Stanbury, Colin Douglas (E. Eyley), Burton-on-Trent 


Sizteenth Place in Order of Merit, the Frederick Whinney Prize and 
the Deloitte-Plender Prize for the paper on Book-keeping and 
ccounts 11 
McDonald, Michael (M. E. Short), Manchester 


Sixteenth Place in Order of Merit 
Cooper, Robert Michael (C. R. Reid), Bristol 
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Diddams, P. M. (В. б. Norris), Winchester 
Dimbleby, R. H. nu E. Moore), Sheffield Fadojutimi, А. О. (V. Walton), Lesds 
Dimmoci P. C. (T. R. Keene), Luton Fagunwa, O. О. (J. E. B. Barron), Southampton 
Dimmock, TL T. (R. J. D. Thompson), Stony Stratford Fairey, M. J. (D. G. Bro ), Leicester 
Din, 8. var Mid London Fai ; R. J. (D. К. Johnson), London 
Ditchfield, M. Miss) (К. К. Stanley), ia Farmer, G. M. (A. Rosen), Burtor-on-Trent 
t А. R. cc R. M. Hatson), Hinckl Farnell, С. (P. B. Hughes), Stockport 
Dixon, J. N. (J. S. Brearley), ax Farrow, B. K. G. Grant), Sleaford 
Dobree, P. N. (A. E. Spicer), London Farrow, J. F. (J. W. Smith), Richmond, Surrey 
Dodds, P. G. R. (D. Т. Veale), Leeds Fass, R. А. (P. Lynn), London 
Dodson, P. R. (B. M. Simpson), Leighton Buzzard Fawcett, B. К. Е. Sumner), Londen 
Dodsworth, R. S. x А. P. Snow), Darlington сане с. Œ. Roddis), Sheffield 
Dodwell, J. C. (J. F. D. Yerbury), London Een è EX G. Highley) (Hank 
Do, , V. C. (Е. G. L. Askham), Southampton Fear, R. B. (H. A. Connor Londcn 
Dolman, M. J. (Miss) (T. W. Henshaw), Derby Fearnley, R. (H. Riley), Halifax 
Donahaye, D. M. D. (J. O. R. Darby), London Fea: e, R. D. (А. Lerse), London 
Donald, А. McL. (K. J. Hilson) Newcastle upon Tyne Feldman, G. L. (S. M. Marks), don 
Dormon, P. G. J. W. Go uld), London Felstead, D. M. (E. E. Dudley), L-icester 
Do ү M, P. (Н. B. C. КЕРА a prey Wells Fenwick, J. (E. Swinburne), Sunderland 
Dovey, M. C. (Mrs) (С. Т. I. Dovey), Romsey Ferguson, К. B. (A. Millichip), Swansea 
Downey, P.J. (P. N. Guest), Liverpool Fernando, A. E. C. (J. R. Pullan), London 
Downton, G. E. (A. Piper), Chichester Ferreday, M. J. (D. E. B. Bradburz), Chesterfield 
Dowse, А. R. (D. Swain), Bi ham Field, D. W. (D. I. Main), Londor. 
Doyle, P. (D. B. Sharp), London - Fielder, M, P. (Р. 6. Auger), Chatham 
Doyle, P. J. (H. M. Johnson), Birmingham Firth, M. A. S M. Kevan), Liverpool 
Drake, C. (1. F. Halliday), Huddersfield Fish, S. A. Betye) S Sheffield 
Drakos, F. L. (D. A. Herbert), London Fitt, P. W. Е. ( d пау Colchester 


‘Punched Card Processing Service - 
CONDUCTED OM A SERVICE BUREAU BASIS 









POWERS-SAMAS (1.C.T.) ........ 21 COLUMN 1 

POWERS-SAMAS (С.Т. 36 COLUMN | 
POWERS-SAMAS (СТ. ese 40 COLUMN 1 
POWERS-SAMAS her. ... 65 COLUMN I 
HOLLERITH СЛ . ... 80 COLUMN | 
LBM, irse tiec : во COLUMN | 





LB.M, i401 Computer facilities avaliable d 


15 GREAT ST TFC MAS 





AJAX 


CALCULATING SERVICE LTD 


LONDON EC4 
Telephone СЕТУ 6111-9 & CITY 4542 





CALCULATING SERVICE BUREAU 


OPERATOR AND MACHINE HIRE ANYWHERE IH 
THE UNITED KINGDOM 


KI 
за" BUCROUGHS & COMPTOMETER 
CRIVEN MACHINES) 


EVERY KIND OF CALCULATION UNDER- 
TAKEN ON OUR PREMISES 


1 UNDER STRICT ALD CONFIDENTIAL SUPERVISION 


км жк к= ча ен жаз 








710 ACCOUNTANT November 27th, 1965 ° 


Fitzgerald, R. K. (W. B. I. Jamieson), London Greensmith, В. Е, (р. B. D’Eath), London 
Fitzpatrick, E. Н. B. (B. A. Лаупаг у, London Greenwood, R. А. (А. Tankard) Halifax 
Flanders, J, M; (R. C. Greeting), London Gregory, D. N. (J. C. Peirson), des 
Fleet, R. V. (D. O. -Jobn hnstors, London Grey, R. A G. Mackey), Newcastle upon Tyne 
Fleming, K. H. Hill), Liverpool Grbbon, A. №. (D. Н. Stokes), Birmingham 
Fletcher, D. E. руа London Gr:ffin, G. J. (Н. D. pomine: Walsall 
Fletcher, D. ^ (Mis iR Huddersüeld | Griffith, M. J. (А. F. Pownall), Liverpool 
Fletcher, J. A. (Миз d А. Stevens), Lee Ста, D. J. (P. J. Emerton), Slough e 
Florio, R. F. (R. avey), London Griffiths, M. E. Miss) G. H. Fletcher), London 
Ford, J. W. TN Maw), Sunderland Griffiths, P. T. (P. ilne), London 
Foreman, W. H. . Sims;, Sheerness Griffiths, R. (R. aa Peterborough 
Po B R. W.( LJ. Ince), Manchester Griffiths, R. W. M. Holt), London 

W.J. £ H. Vinebe S Newcastle upon Тупе Groag, A. E. H. bl D London 
Kost D . W. (у. L. Merchaa X). London Grogan, B. (P. G. Livesey), Manchester 
Foster, L м. g. м. Beard), ЗЬ. Gross, С. ЈА. (б. B. Judd), London 
Foster, S . J. uu Т. Snow), ae Grossnass, M. P. (A. . Shields) London 
Foulks, M. (R. S. Fryer), London Grosvenor, J. B. (C. AN Smethwick 
Fowkes, Т. (N. V. Collins), London Grott, M. S. (A. C. Brookin Wincheater 
Fox, А. S. (N. Butterwort | London Grove, B. F. (R. E. G ter), London 
Foy, S. W. B. (A. Marshall Manstigld Grove, D. L. (E. Su еп ы 
Francis, P. D. (T. R. Wise), E Grove, 6. S. (E. H. ugden) ), 
Francis, К. С. (J. S. Scoggins), Bexhill-on-Sea Groves, D.R (5: N. al aig ae 
Frank, P. (A. Gross), Lon doa Grower, B. B. (G. R. Schofield » Bournemouth 
Franklin, M Auerbach), London Gualack, R. H. (G. L. Bice), 
Frean, J. BE ali), East Crinstead 
PN T cae | 

тее i ndon • 

Freeman, D. У. ( & Biman Birmingham За y. KON SW. V Moss) a 
Fremantle, E. V. E. (L. Н. Dorman), London Hades D. ey), Birmingham 
Ru ‚ Drive) Sheffield Hadfield’ D. (A. N. Crossley) Stockport 
Front, D Eq Bl У. Alingtord, Chelmsford Haigh, ]. D. (R. H. Gibson), Barnsl 
Euler AN :d. F. (а London Haley, А. B. (C. У, Sharpe), London 


Bri i R. D Birmingham 
гора оар London 


Gadsden, B. L. (Р. Меп, Ea t Grinstead Hallissey, M. (A. В. ro , London А 

Сарап, J. Е, g. С.А. гашта), Purley Hallowell, E. М. (К.Т. El hin), Manchester - 
oway, D. A. (G. erley), London Hammond, P. S. D: T. Veale). Leeds 

amble, Py J. (K. Filing) Bolton Hamshaw, J. P. (C. S. Raine), London 

dhi, H. D. (W. B. I. Jarrieson), London Hancock, 1. N. LA Leader), Bristol 

Gardiner, A. E. G. (J. D. Malen: Manchester Han g5 N. (H. D. Collins), Sı Southport 

Garfen, D. L. (B. J. W. an), London Handley, G. W. (B. C. Tarry). Wellingborough 

Garnett, J. S. (R. Harrison), Leeds Hanlon, J. B. qu Bulla rd), orthampton 

Garsden, B. R. (K. Pilling), 3olton Hannen, J. T. J ҮР W. Wilson), London 

Gebhard, H. S. S D. Verit~), Bradford Haque, A. F. M. ue S. Primost), London 

Gee, P. M. (B. А. Kemp), I Lendon Hardie, S. J. (J. c. omien) Birmingham 

Gemmell, A. R. (W. C > Southampton Harding, 2 к. (Е. С.м езде), London 

Ghelani, S. A. (J. J. E London Harding, B. R. (R. Morris), London 

Gibson, К. К. (B. C. Т. E NES Harding, J. (L. K. Taylor), er cd 

Gill, G. M. А. T. Мађе), ' Hardman, T. M. (8. W. Lees 

Gill, J. H. (C. C. Hayman), Eondon Hardy, A. M. (R. A. Douglas), Manchester 

Gillanders, I. к. (Н. J. Robiason), London Hardy, G. L. (M. D. Raettig), Hul 

Gillow, K. G. (A. G. Lee), Erighton Hardy, J; C. (E. D. McMillan), London 

Gilmour, А. L. (A. I. ke er, irmingham Hardy, P. K. (B. Wilkinson), Iudderafield 

Gittings, M. R. (N. V. Redfern), Gillingham, Kent re, M. D. (T. W. E. Booth), Manchester 

Glassman, D. M. (F. Brodie], Manchester rriott, P. n ns W. Bruce), King's Lynn 

Glasson, K. (P. D. Pascho), Plymouth Harris, C. D. (К. S. ft), London 

Glover, С. S. (L. D. Hayward), Liverpool Harris, M. A. (F. Lu у), Gillingham, Dorset 

Glover, C. W. M. (I. G. Boœh), London Barris, R. W. (S. Hail). H 

Gokulsing, T. (A. D. Wardles, London Harris, Т. R. (A. F. Me) Cardiff 

Gomersall, R. (B. W. RS Sheffield Harrieon, J. G. H. (T. E. Norfolk), Hull А 

Good, С. E. (С. Goldston), Stockton-on-Tees Harrison, M. D. (0. H. Thompson), London * 

Goodey, К. ( Bullivant) sby Harrisson, M. W. D. n. M. Field), London 

Goodman, P. (F. J. Fullertor), Leeds : Heo J. A. (K. P. Smith), London 

Goodridge, M. g M. King), London F.C. Darwell), Blackpool 

Gordon, I. С. (Е. E. К. Con vay), Bristol z- o4 Hart, H, 7 Ux 5 ur lewcastle upon Tyne 

Gordon Stewart. J . A. (W. Е Emms), London Harter, D utherland), Manchester 

Goreham, A. C (E С. Соррпа), London Harthan, D D^ Kershaw), Oldham 

Сов пр, К G. (H. Hebblethwarte), Sheffield Hartland, D. W. (W. О. Crossley), Manchester 

Gould, A. G Q O. Armitagc), Henley-on-Thames Hartwell, M. J. (S. J. Gunby), Leicester 

Gould, G. D. (T. D. Carnwsg-h), Manchester Harvey, A. J. С. (K. R. Charlton), London 

Grace, J. R. G. J. Founteine), Sandown, I.W. Haxvey, І D. (K. Allday), London 

Graham, E. I. (Mrs) (W. C. Nelson); Wolverhampton D. F. b E Allchurch), Evesham 

Graham, G. К. E. (C. Ellice} London Hashmi, MAL жр Packer), Canterbury 

Graham, M. (A. H. гели St Helens Hassam, М. H. , London 

Graham-Campbell, J. M. (D D. Rae Smith), London Hattan, C. J. M. id goes А ‚ Doncaster 

Grange, A. R (F. a Carden, Stoke-on-Trent Hawkes, J. M. (D. W. Flitney), Chesham Б 

Graver, J. М. W. (J. С. Maiawaring), London Hawkins, А. R. (J. P. Summers), London 

Gray, A (R. O. Bowden) Bi-min Hawkins, J (8; . Моге), London 

Gray, I. J. (R. A. Cook), Carabridge Hawkefield, J. P. R. Nicholson), London 

Gray, J. M. (G. H. p Li ool у Hayes, Е. B. (D. C. oben), London 

Grayson, J. Н. (Е. L. Мош« пр), Sheffield Haywood, P. C. (D. W. Riddington), Bexl 

Greaves, D. (J. S. Darwell) 3lackpool Heern, M. Lor E. Harden), London 

Green, C. A. E: Lansberry), Horsham Hesthcote, B. J. Ј. Е. Be r), Bromley 

Green, C. А. W. (C. J. B. Ardrews), Bournemouth Henderson, M. J. (Б. Е. V. Critchley), Newton Abbot. 

Green, J. H. c L. Greathesd), Lytham St Anne’s Hendries, R. F. (R. B. Bexley), London 

Green, R. Т. B. (D. J. Calde-), London Henley, Е. А. (E. J. C. Bell), London 
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Heppell, A. M. eS C. i Baca) Coventry ` 


Herbert, Birmingham 
termiin is T . Gill 
Herron, Н. J. C. (E. M. Robinson), Newcastle upon Tyne 
Hewer, D Ee . W. Wildy), London 
Hibbs, F. $5 C Lees), est Bromwich 
Hickey, P. M. (F. H. Carter), London 
Higgins ina, A. M. (F Татып), СашБогцв 
ey, J. В. (ЇЧ. J. Nixon), Manchester 

Hill, C. G. (Е. C. Meade), London 
Hill, F, N. (B. H. A. Rowe), Derb 
Hill, M. A. (1. О. R. Darby), London 
Hill, P. V. (Misa) (M. J. G. Newman), Shepperton 
Hillerby, J. M. (J. О. Turner), Norwi 

inkin, P. R. (J. Pattinson), Winchester 
Ню Gry CW. C. Beate) High Wycomb 

ipgrave, G. J. eatey), High Wycombe 
Hirst, Р. С. (E. Green), Leeds 
Hitchman, F. H. (D. J. Jamea), London 
Ho, Y. Y. (W. W. Ward), London 
Hodges, P. J. (R. W. Hodges), Redditch 
Hodgkinson, J. I. (W. Marsball), Worksop 

gson, J. McA, (B. S. Kent), Shrewsbury 

H I. F. (e A. Cherry), London 
Holdcroft, J. S. И. Groome), Chester 
Holden, M. K. e R. Miller), Stoke-on-Trent 
Holding, E. W. V. (ЇЧ. A. Chalmers), Loridon 
Holgate, P. C twr F. R. Hews), Worthin 
Holland, I. D. (M ate), Kingaton upon СРЯ 
Holloway, A. af G. ndon 
Holmes, L5. R. Landau), London 
Holmes, b. (D. A. Griffith), Preston 
Honeybone, D. J. ‘Mir W. Guest), Birmingham 
Honeywell, P. R. B. P. Holt), London 
Hooi, К. S. (J. X x London ` 

ooper, A. J. (J. D. Wells), London 
Hooper, . (D. С. Holmes), Plymouth 
Hooton, G. M. (G. F. Graner) Nottingham 
Hope, T. A. FLT- McCranor y deii 
Hopkins, D. R. (L. O. Cardiff 


Resting 
Hoppins, R. A. K. (K. G. Stubbs), Liverpool 


Hopwood, C. R. (B.,C. Dixie), London т 
Hopwood, J. C. (J. A. Hamer), Manchester 
Hopwood, 5. E. M. E. OE. Stoke-on-Trent 
Horner, 5. БОЕ D. Tribe), 

Horton, B. T. (C? H. Hills), Bi um 

Hoskins, J. R. (H. C. Kelley), Birmingham 


oskinson, P. R. J. (D. T. ainbridge), Darlington 


jan, N. À vow cw. Stanton), London 
Howell, D. T. (7. D. Russell), London 
Howland, J. R. (J. D. Liggatt) London 
Howlett, D. (T. B. Campsie), 
Hudson, P. (Miss) K F. Boulby), Retford 
„Н; almer) Notting! 
Hughes, B. . (M. Johnson), London 
Hughes, D. A. (C. A. H. olloway), Shoreham-by-Sea 
Hughes, R. (J. A. Poirrette), Liverpool 
Hughes, S. W. (J. С. Goodin), London 
i Е Wilson) Liverpool 
Ние, А. J. (R. E. E. W. iley), Cambridge 
. (J. Т. Owen), Birkenhead 
owe), Manchester 
. R. Dunn), Nottinghafh 
. G. Brookes), London 
H. (D. R. Fendick), London 
ACC London 
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d 
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2 
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[ze = 
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‚Сб. Richards), London 
Morgan), London 
D. (E. Sugden), Leeds 
G. M. (А. Pinckney), London 
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Hurter, R. F. (N. A. Wiseman), Lendon 
Iliffe, S. W. ГВ, D. Lea), Leicester 


Ilyas, M. (S. A. Wooven), Liverpocl 
Inamdar, M. C. J. (E. Stone), Loncon 
Leeds. 


Cc. Fine), London 
A tel J. Armstrong), Hitchin 


ackson, P. A. (T. P. Hawker), Birmingham 

acques, С. M. (C. J. Holliday), Stroud 

affer, 8. H. (H. L. M 

ain, M. K. 

ames RAW. T. Horeisll) Li 1 

ames, R. А. о! iverpoo! 
ОА; S |: 


ium М. W. (А. С. Buchan), London 


riatol 
. W. Bal. ; London 
"Baynes, Chadw | Heath 


. Blackburn), London 
. Porter), С! ‘al-ont St Peter • 
een Marchester 
WoLrerhampton 
. D. (R. F. George), London 
. L. (J. S. Ellison), London 
(H. Hurt , Nottingham 
T. (R. Marks) Loncon 
. (W. B. S. Waller), London 
eL Budon): Stroud 
. Е. Pownall), Liverpool 
. Gura), London 
nde Burterworth), Bridgwater 
), Hall 


A, 
. (А. Smi sth MD: be ater 
iui ps Leese), Manchester 


dx “| Osborne), ; Loncon 
Ma j, London 

ones, J. D de "W. Horton), Bolton 

ones, а н) р. А. 

ones, 

Jones, 

Jones, M. ES Lo E " Jordan), Ка 

ones, P. A. (D. J. Barnes), Stratforl-upon-AÁvon 

ones, В. А. W. (P. C. Westwood), Cardiff 

rdan, D. C. (M. Hoose), Great Yarmouth 

blc ТЕ (С. Н, апп), London 

oseph, H. (J. R. Pullan), London 

Jud ‚С. О. М. (В. Е. Emmerson), London 


А. (С. D. Beck), Marchester 
Karsim, I. N. A. (B. J. M. Boys), London 
Kay, D. M. (T. N. Booth), Bury 
Kay, R. F. (P. H. C. Hamilton) Lendon 
Keller, I. B. dH. Gould), London 
Kemal, O. (A. C. Cripps), Kingstor upon Thames 
Kemshall, G. (F. Lister), Scunthorpe 
Kendall, С. Р. (E. C. Meade), Loncon 
cL. i B. Barrett), Yeovil 

P. Wi rS , Lizerpool 

Kent-Watson, L. G.( Elliott, Bournemouth 
Keogh, A. P. (R. C. К, гїр p), London 
Keong, C. K. (H. H. V. E is), London 
Kesterton, А. L. (E. P. Thornhill), Bristol 


Karim, N. A. 
N. 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SWI 


Telephone Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Kettlewell, R. J. (P. Brook), Bradford Litle, D. C. (P. V. Mitford), Darlington 
Keyte, M. W. . Keyte), Croydon Lirtler, J. C. G. W. Dunkerley), London 
Khadder, К. S. (B. A. Mayrard), London > Lirtleton, S. G. os D. Boorman), London 
Khairy, б. (К. W. Rimmer) Swansea Бү, В. (A. J. Burden), Manchester 
Khaliq. 4 À. С. Woodhouse), Southsea e, R. (V. P. Woolfenden), Manchester 
Khan, A. P. С. Hounsfi-Id), London ER R. N. (G. T. E. Chamberlain), Leicester 
Khan, I. R. (B. Hol ), Har-ogate Lowe, J. W. (М. S. Moon), Liverpool 
Khan, M. H. A. BG Craig), London Lucas, D. G. D. (H. E. C. Vie Leamington Spa 
Khan, M. J. (C. W. McCormack}, London Lvzkman, С. У. (P. A. C. Vincent), London 
Khan, S. A. B. Trent), London Lend, D. (H. McEwan , Manchester 
Khawar, К. A. (D. S. Wilson), London Lepton, L. R. (G. EL Moore), Bootle 
King, D. G. (G. W. Gumbr-ll), Hove Liah, R. H. (R. 5 Ҹ. Doug! lan), Manchester 
King, G. E. (G. G. Hetherington), London Lynch, R. J. C. (P. W. 3), Guildford 
King, G. G. (A. G. L. Puck), London Lyon, H. F. (S. В Manchester 
Kirk, R. D. ү H. i E) Middlesbrough 
Kirk, R. L. ]. (A. H. Marricst), Nottingham à 
Китапе, C. J. (С. Lanigan), Manchester Mecadie, H. D. (С. Е. H. Armson), Brighton 
Knibbe, C. R. (E. A. Poncia, Birmingham Mzcaulay, J. А. (S. B. Smith), Liverpool 
Knight, A. P. T - Beevers), "Valsall McCabe, I. (T. N. Booth), Bury 
Knights, M. T. (N. N. Sass&nie), London McCallum, D. М Barnett), Mansfield 
, C. (К. Е. Gentry), Seaford McCann, R. А. (J. E. Hayes), Leigh 
Kong, S. C. (L. H. Salter), London McCormick, K. (E. G. H ves), Carlisle 
ong, Т Т C. Glencross), London MeCorquodale, Н. №. (Е. Т. Snow), London 
Kosoko, М (Е. Eagleaficid), Manchester MeDonald, С. В. (К. J. Churchill), Sunderland 
Коортар, С. А. (B. Cottingham), Sheffield | MeDonald, M. (M. E. Short), Manchester 
Ks E. A. (G. C. Pezt), London ; Macdonald, М M. G. (C. R. Osborn), London 
Kyle, D. (Е. G. Little), CarLsle F. 0. D. Li ш), London Ы 
Kyriacou, M, Т. (P. J. Field), London ме po A. (С. b: awson), Newport, Mon 
M z-Guinness, I. (J. Daynes), Bury 
MzGuire, R. (Н. W. E. Thompson), Manchester 
Lacey, P. E. (К. H. Diaper), London Machin, P. А. (S. R. Russell), London 
Ladejobi, I. А. (R. O. aod), Birmingham MzInerney, К. A. (J. S. Pure). Newton Abbot 
ing, S. G. F C. MacGregor), Liverpool M-Innes, D. (B. A. Haynes), London 
А. M F. Vessey- ncaster McIntosh, К. R. С. g- P. Stephens), London 
Lambert, F, J, (M. E. Kittoa), London Mack, L. B. м. А. S. Кау У) eeds 
Lambert. H. A. А (Mi Escow). London MacKay, M Miss) (С. О. S. Johnson), London 
а J. A. (Mias) (S. F Watts), Tenterden MacKay, Р К. S. Wei ein, Liverpool 
r, R. G. qk B. P. Holt), London MacKenzie, A. (Н. M. » London 
Lansdown, С. J. S.G ), London MacKenzie, R. А. S Makin), London 
e, P. R. ү (У. S. Gregg), London MacKeown, P. J. (T. O. R. Darby), London 
» M. J. J. R. Haworth), Accrington M:Kerrow, А. J. ( Miss), (R. Goodwin), Derby 
Latta, P. J фр O. Bailey), Гопдоп MacLaren, (5. P. Wilkins), London 
urenson, J. Т. (G. W. Со етап), London McLaughlin, M. (M. С. Rider), Middlesbrough 
Lawman, C. J. J. Green, Melton Mowb M Mahon, C. (R. Burman), Birmin 
Lawrence-Archer, J. C. RC. А. G. Sizmur), London M-Naught, A. J. (К. W. Johnson), London 
Lawson, J. P. T. T. J. С. Zsh), London MeNeice, 5. T. A. (The Hon. У. С pens), London 
Lawson, P. A. (Miss) . Moss), Ashton-under-Lyne Madatali, №. С. (M. L. White), London 
Lawton, C. H.(O. M < Lewia), ndon Maddock, J. A. (S. Gold), London 
РА ви Т. (Е. Woods), Preston Magill, A. T. (V. A. S. Goddard), London 
Layton, D D . A. Benr=tt), Birmingham M A. K. (J. R. Briggs), London 
Leader, D. ай), Leicester Mahony, R. P. (R. Taylor), ndon 
Leader, P. . W. Кысты) Науев, Middlesex ' Maile, G. A. (W. К. Pugs ey), London 
Leamy, C. J. (J. F. Smart), Lincoln Mainwaring, 5. H. (D. F. Pratten), London 
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The Revenue and the Public 


HE =rocess of self-criticism is an integral feature of a 

healt=y democracy and in relation to Government depart- 

ments it is encouraged by the Parliamentary arrangements 
whereby a Select Committee is appointed to review certain of 
the estimates each year. Over five years heve gone by since the 
latest review of the Revenue Department was initiated, and it is 
of interest t> consider the progress which has since been made in 
some of the topics which engaged the committee's attentioh. 

Perhaps the major fruit of its activities Fas been the abolition 
of Schedule A with its high identifiable cost of collection. While 
it cannot nscessarily be said that the measurement of property 
owners’ liak ilities has been significantly siriplified, the localized 
system of collection was an anachronism the abolition of which 
has helped to open the way to more highly integrated arrange- 
ments in ths field, pin-pcinted by the computer installation for 
Scottish P.£.Y.E. now in hand. In this respect the Revenue have 
shown ртестег courage and forethought than the committee 
which was more attracted to local mechanization of a type which 
is beginning to look obsolete. 

The cont-auance of problems of staffing are more a reflection 
of the state af the national economy than the policies of the board. 
However, the rapid increase in the number of provincial offices 
wholly devczed to the service of enterprises with headquarters 
located in London bears witness to the success of measures put 
in hand at tae time of the committee’s review. 

On the cecentralization of administrative arrangements gen- 
erally, it seems likely that the transfer of the greater part of the | 
power to make assessments from Commissioners to Inspectors 
of Taxes will lead to a smoother work flow within the tax districts. 
The resilien-e of local offices is well illustrated by their absorption 
of the new tasks of administering property law and the short-term 
gains tax, sc that it seems to be only a matter of time before the | 
smaller surax cases are made the resporsibility of the local 
inspector. Ve understand that the present administrative set-up 
at Thames Ditton involves special attention to taxpayers whose 
circumstances place them in the category of men of wealth, and it 
is unlikely that the expertise built up in relatien to the complexities 
of settlemen-s and legal avcidance will be dissipated by wholesale 
relegation of the more important cases. 

The ques- for economies is necessarily a major objective of 
the Select Committee. Nevertheless their report (1960-61: 245) 
referred to r=lations with the public not only as a factor affecting 
the cost of collection but also as a most im»ortant aspect of the 
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work of the Revenue Department. After placing 
on record the frierdly relationship with the 
profession and industry, the committee went 
on to assert that mo-e than a specialist audience 
required to be aimed at by good public relations. 
It was the duty of the department to gather its 
taxes in a manner which avoids showing a lack 
of sympathy or understanding of the difficulties 
of the taxpayer so that the individual is not left 
with the feeling that he is helpless in the grip of a 
machine. It is in -his field of departmental 
relationships with the individual taxpayer that 
we feel that insufficiert progress has been achieved 
in recent years. 

It was the committee’s view that, despite 
high rates of tax, much of the resentment felt 
by the taxpayer could be avoided by a more 
extensive explanatior of his liabilities and allow- 
ances, and by chang2s in the content and layout 
of the numerous forms and returns issued to him. 
А Revenue witness indicated that the board were 
in a dilemma as to whether to provide simple 
explanations or to cover every aspect, but in our 
view the smaller taxpayer is entitled to the simple 
approach. The point came up in connection with 
the returns sent to 2mployed persons, and Mr 
Hopkins for the committee commented that he 
found the explanatory memorandum sent with 
return forms extremely complicated to under- 
stand. Sir EDWARD NORMAN for the Board agreed 
to take note of the suggested simplification 
(Minutes of Evidence, February 15th, 1961: 425), 
yet we still find that the characteristic features are 
the minute print -n which the narrative is 
drafted, the shoddy quality of paper so thin that 
the text on the reverse is plainly visible, and the 
discouraging effect on the reader of solid blocks of 
verbiage. 


These criticisms are given spice by recent: 


developments in the Antipodes, where the New 
Zealand Revenue Department have gone to great 
lengths to promote »etter relationships with the 
taxpayer. For a start, the prospective visitor 
receives a glossy thirty-page information pam- 
phlet, copiously illustrated and laid out with a 
taste and restraint worthy of a prospective 
contender for The A-countant Annual Awards for 
company accounts, The United Kingdom equiva- 
lent takes the form of a single page of print 
supplemented by a stenciled handout. 

If the position of the indigenous taxpayer is 
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considered, the fare offered is only slightly more 
appetizing. The notes on patents have recently 
been reissued in an orange cover, while the 
green-backed Income Tax and the Elderly pro- 


vides thirty-one questions and answers which can · 


be read without undue eyestrain. However, other 
explanatory notes repel by their cheerless exterior 
and wedges of print, while the complexities of 
cepital gains legislation deserve a better produc- 
tion than leaflet No. 520. We hope that the 
Revenue will show an awareness of the neds of 
individuals in all walks of life who will have to 
apply the official illustrations to their personal 
circumstances. 


One of the principal Revenue witnesses in his ` 


evidence before the Select Committee stressed 
the simple character of the return form issued to 
the great mass of wage-earners and from the 
standpoint of an experienced form-collector this, 
description may be valid. The average individual, 
however, has the greatest difficulty in filling 
up even a supposedly simple form and the note- 
worthy feature of the New Zealand pamphlet, 
aimed at employees earning up to £1,300 a year, 
is the inclusion of short extracts from the return 
form with specimen entries inked in. Moreover, 
the compiler has not hesitated to use arrows and 
wide spaces to make his points, in conjunction 
with a variety of types backed by eye-catching 
colour. It seems that the Revenue in the United 
Kingdom wil need the advice of advertising _ 
specialists if their message is to get across to the 
recipients, but any hesitations at the possible 
cost may be lightened by the prospect of savings 
in overtime, the cost of which is reported to have 
been cut by 9o per cent in New Zealand. 

A special word of praise is due for the in- 
troduction there of a form for the use of elderly 
persons and others on small incomes who through 
disability do not feel able to fill in the usual type 
of form; the modified form may also be used by 
immigrants who have language difficulties. In 
view of the increasing numbers of such persons in 
the United Kingdom we have thought it worth 
reproducing this form on the opposite page. We 
Lope that these precedents will spur the United 
Kingdom authorities into action and perhaps 
even to emulate the courage of the department 
half a world away which advertises on radio and 
in the Press to let taxpayers know what service 
they are entitled to expect. 
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1964 | INLAND REVENUE DEPARTMENT , 1814 


SPECIAL ASSISTANCE TAX FORM 
For ELDERLY o- DISABLED PERSONS 
on 5г all Incomes 
bs YOU MAY USE THIS FORM IF YOU HAVE COFFICULTY IN FILLING IN THE USUAL TAX RETURN 


L. J. RATHGEN 
Commissioner of Inland Revenue 


Surname (Print) Christian or First Names (Print 
Mr, Mrs, Miss > 


Postal Address 










Telephona Number 





YOUR INCOME FOR YEAR ENDED YOUR EXEMPTIONS AND DEDUCTIONS 


31 MARCH 1964 FOR THE YEAR ENDED 31 MARCH 1964 
у DO NOT FILL in th s side if your • 
Write details below INCOME was UNDER £468 
., Salary and Wages (Give пате of employer) Name of wife or husband. 
t Į Pin Tax Deduction Certificates here 
| Е Show her or his income (If any) for the year 
Ё би 
Amount £ 
Universal Superaennuasian $ i i Housekeeper—show name and amount pald 
Other Superannuation or Pension £ 
(Give name or payer) 
Pin Tax Deduction Certlficates here Children supported by you 
| x É : : Show names and ages 
£ 
Interest from 
um £ 
£ Other relatives supported by you 
Show names and amount cortributed 
Dividends from 
£ = 
Е Е 
£ - Donations and school fees to ; 
£ | : 
£ = . . 
Other Income—state kind ы | | | 
E : 3 Pin receipts here 
£ : - Insurance premiums on your life and payments to ` 
Й National Provident ог г superannuation fund 
Е Е 
Е : = « 
NOTE.—f you have entered Rents here show on Баск 
of this form how this amount is made up. Е 
+ ALL MY INCOME IS SHOWN ABOVE 


Send to the District Comnissloner of Taxes at 
Signed: your nearest Tax Office. He will let you know if 


Date: / | 
(Reproduced by courtesy of the Iw Zealand Inland Revenue Department.) 


you have any tax zo pay. 
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Excess Dividends — III 


НЕ definition of standard period in section 

83 (6) (5) has another lacuna besides the 

one pointed out last week, in that a com- 

‘pany may well have begun business before 
December 1963 but not as much as three years 
before its last accounting date before December 
1964. Section 83 (7) deals with this situation, eo 

that such a company can still have a standard 
period for the purpose óf computing the various 
alternatives under section 83 (3). Section 83 (7) is 

in effect in three parts. 'T'he first part defines the 

special standard period. It is the period from the 

commencement of the business to November 3oth, 

1964. However, this could be more than three 

years. Thus, if a company began business on 

November ist, 1961, making up accounts for the 

thirteen months to December 3186, 1962, and 

for succeeding twelve months to each December 

318t, the ordinary definition of standard period 

could not apply because there are less than three 

years to December 31st, 1963, the last accounting 
date before December 1964. Where the period 

does exceed three years, then it is the final three 

years of that period, or such other three years in 

that period as the company chooses. Section 83 (7) 

does not specifically require this choice to confine 

itself to a consecutive period. 

If the standard period is less than three years, 
then there is an alteration of the definition in 
section 83 (6) (c) of ‘the standard dividends’. 
Instead of taking the gross dividends in the three 
years to November 3oth, 1964, one takes the 
gross dividends in the standard period itself. And, 
of course, it is not one third of them but such 
other fraction as will produce one year. If the 
standard period is two and a half years, the frac- 
tion is two-fifths. This is the second part of 
section 83 (7). 

The third part of section 83 (7) alters the de- 
finition in section 83 (6) (d) (1) of standard profits. 
Instead of taking one-third of the profits for the 
standard period, it is necessary to take the appro- 
priate fraction which will give one year's profit. 

So far we have dealt with companies which 
began business before December 1963. The 
standard amount for the other companies is 
simply the higher of: 


(a) 75 per cent of the share capital in the finan- 
cial year 1965 or the selected year; and 

(b) half the company's profits in the financial 
year 1965 or the selected year. 


It will be observed that what was the floor in 
section 83 (3) for certain recent companies (though 
commencing business before December 1963) is 
the second alternative for companies not com- 
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mencing business before December 1963. Any . 


of the latter companies which has a special account 
period as already defined can substitute the 
profits of that period for the profits mentioned 
in (b) i.e. the standard can be one-half of the 
profits of the special account period. 

The provisions about revenue dividends so far 
discussed are subject to modifications in the case 
of those ‘companies’ which are bodies corporate 
and also are ‘members of a group of companies’ 
(section 83 (1) and Schedule 19, paragraph 1 (1)). 
Without exactly defining ‘group of companies’, 
paragraph 1 (2) (a) of Schedule 19 says that two 
companies ‘shall be deemed to be members of a 
group of companies if one is the subsidiary of the 
other or both are subsidiaries of a third company’. 
Presumably all these members have to be bodies . 


У 


corporate; the expressions ‘company’ and оду. 


corporate' seem to be used indiscriminately in the 
Schedule. It must be stressed at the outset that 
the definitions in Schedule 19 apply only for the 
purposes of that Schedule. There are other 
provisions about groups elsewhere in the Act, 
but the definitions are different. Moreover, the 
Act contains three different definitions of 'sub- 
sidiary’, each for a different purpose. ЈЕ seemis 
that different parts of the Act must have been 
drafted by different persons working in hermetic- 
ally sealed compartments. 

For Schedule тд purposes ‘subsidiary’ has the 
same meaning as it has for profits tax purposes in 
section 42 of the Finance Act, 1938. Thus, 
broadly speaking, the subsidiary must have at 
least three-quarters of its ‘ordinary share capital’ 
beneficially owned by its principal, either directly 
or indirectly through other companies. ‘Ordinary 
share capital’ is as defined in section 42 (3) of the 
1938 Act, a definition which keeps cropping up 


ЈЕ 
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in other parts of the 1965 Act. However, pam- 
graph т (3) of Schedule 19 cuts down the defici- 
tion of ‘subsidiary’ in three ways. If a ‘compar-”’ 


n - owns ordinary share capital in a ‘body corporat=’, 


4^ 


but a profit on a sale of those shares would -e 
treated as a trading receipt (sic) of its trade, then 
the company is to be treated as not the owner. H it 
would normally be treated as owning ordinz-y 
share capital through an intermediate compar, 
but in relation to that intermediate company a 
profit on sale of the shares would be a tradiag 
receipt, here again the notional ownership is 
disregarded. Thirdly, ownership of share сарі al 


' (directly or indirectly) in a company not resident 


in the United Kingdom is also to be disregarded. 
The Schedule itself applies only to resident 
~ companies. 

Suppose now that a member of a grozp 
pays in 1965-66 a gross amount of dividers 
greater than the standard amount (computed 
as previously explained) but any of those di—- 
dends are paid to another member of the group. 
In that event, the gross amount to be treated zs 
paid on April 6th, 1966, is cut down accordingly 
in proportion. Thus, if the total dividends pad 
are £10,000, but £3,000 of this was paid insite 
the group, then the notional dividend to 3e 
treated by section 83 (1) as paid on April 65, 
1966, is cut down to seven-tenths (paragraph =). 


“It also follows that a wholly-owned subsidia-y 


cannot be caught by section 83, provided that -t 
was wholy owned by a resident compamy 
throughout 1965—66. On the other hand, where а 
group consists of wholly-owned subsidiaries агі 
their principal, the principal can obtain no relef 
under paragraph 2. 

Dividends to fellow-members of a group which 
have qualified the payer (which we will call ‘M= ) 
for relief under paragraph 2, will normally go > 
swell the profits of the fellow-members in tise 
financial year 1965, unless, exceptionally, Mx pa 4 
them in the first five days of April 1966. It follows 
that in computing the profits of the receivimz 
member (which we will call M2") for the purpose 
of its own standard amount, some adjustme-t 


4A, ought logically be made in respect of the dividends 


from Мі and on which Мі has had the гене. 
Paragraph 3 provides for such an adjustment, bzt 
only where the profits of М2 include a græs 


1 See the second article in the issue of December 4th. 
* As defined in the first article in the issue of November 274. 
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amount of dividends from ай the other group 
members (including Мі) which exceeds one- 
third of the dividends received by М2 in its 
standard period 'from companies then being 
members of the same group’. This presupposes а 
standard period of three years; if it is shorter, 
then the appropriate one-year fraction is taken. 
Now this is a bewildering conception; how many 
members can a group gain or lose without ceasing 
to be the same group? 

Given that the above condition is satisfied, 
Le. that an excess (which we will call ‘X’) 
exists, what reduction has to be made іп M2's 
profits for the financial year 1965? One begins with 
the excess of the dividends paid by Мі in*1965- 
66 over Mr's standard amount, which we will 
call ‘Е’. A proportion of E is to be deducted from 
the profits of Mz for section 83 purposes. The 
proportion is the fraction of which the numerator 
is the dividends from Mr included in M2’s 
profits (‘F’) and the denominator is the total 
dividends paid by Mı in 1965-66 (‘G’). Thus, 
the deduction from M2’s 1965 profits is £E x &. 
However, M2 can elect to deduct X itself, 
instead of the sum produced by the above frac- 
tion (paragraph 3 (2)). The election must be 
made by April sth, 1967 (paragraph 3 (4)). 

In relation to paragraph 3 we have dealt so far 
only with a company’s profits for the financial 
year 1965. Now as we have seen,’ section 83 (6) (а) 
permits a selected year ending in that year to be 
adopted instead. In that case, the profits of the 
selected year are taken for the purpose of para- 
graph 3. On the other hand, if the company has a 
special account period (ending in the financial 
year 1964), the profits of that special account 
period are not to be taken; paragraph 3 (3) 
requires the actual pront of the financial year 
1965 in that case. 

Paragraph 3 of Schedule I9 concerns itself 
with a member of a group (M2) which receives 
dividends in the financial year 1965 from another 
member (Мт). This does not mean that М2 
is necessarily the principal of the group, it may 
receive dividends from a fellow subsidiary or from 
a sub-subsidiary. However, if ‘in the year 1965- 
66’, it is the principal, i.e. is not itself a subsidiary 
of another member, then Mz can elect to be 
treated under paragraph 4 instead of under 


paragraph 3. 
(To be concluded.) 
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Christmas Gifts and Tax 


to which the provisions of section 15 of the 

Finance Act, 1965, will apply. The side 
note to the section says 'business entertaining 
expenses’, and those expenses are indeed its main 
target. Broadly speaking they are not to be 
allowed, whether under Schedule D or Schedule 
E or in a management expenses claim. The section 
does not define 'entertainment' but adds that it 
includes *hospitality of any kind'. The Govern- 
ment “spokesman did not deny that if a visitor 
to a big factory has a free meal in the works 
: canteen, then the cost of providing that meal has 
to be added back in the computation of the profits 
of the company owning the factory. 

But entertainment is not all. The section as 
originally drafted laconically added ‘and gifts’. 
At the Committee stage the CHIEF SECRETARY was 
adamant that no exceptions could be made in 
favour of the small advertising gift which is a 
common feature of commerce. However, he must 
have relented in the meantime for the words ‘and 
gifts’ were replaced at the report stage by a new 
subsection which said that section 15 applied in 
_ relation to the provision of gifts as it applied to 
the provision of entertainment: 

‘except that it shall not by virtue of this subsection 

apply in relation to the provision for any person 

of a gift consisting of an article incorporating a 

conspicuous advertisement for the donor, being 

an article: 
(a) which is not food, drink, tobacco or a token 
or voucher ехсһапреғЫе for goods; and 
(b) the cost of which to the donor, taken together 
with the cost to him cf any other such articles 
given by him to that person in the same year, 
does not exceed Г1.' 

It is perhaps as well that food and drink are ex- 
cluded; for the incorporation in them of a 
'conspicuous advertisement' might make the gift 
somewhat hard to swallow. The field is still open 
for the ubiquitous ash-tray bearing exhortations 
which have to force their way through piles of 
cigarette ash. Diaries, calendars, pencils, and even 
Christmas cards can be charged up without a 
qualm of conscience, once one has carefully totted 
up the previous gifts to the same person in 'the 
same year’. What year is this? Is it the calendar 


Ө this year will be the first one 


year, the accounting year or the income tax year? 
No doubt the Inland Revenue will soon make 
solemn pronouncements on these weightyrnatters. 
With a rigidity reminiscent of the merchant of 
Venice, they will no doubt insist that if one's gift 
or gifts to the same person in the same year stray 
over the £1 mark by as little as a halfpenny, then 
there is £1 os o$d to add back in the tax com- 
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putation. It will be useless to plead that although . 


customer А. got a guinea's worth, customer 
B. only got half-a-guinea’s worth. There is no 


provision for set-off. 


А gift provided by a person 'for bona fide . 


Ра 


members of his staff’ is not caught unless such 
provision is incidental to its provision also for 
others. ‘Staff’ means persons employed by the 
provider including directors and personnel em- 
ployed in management. ‘Employed’ here presum- 
ably connotes the relation of master and servant 
and, of course, the employment must be bona fide. 

Subsection (9) contains a further exemption 
which, in contrast to the ones we have discussed, 
seems to open the floodgate wide. Nothing in the 
section, says subsection (9), shall be taken as 
precluding the deduction of expenses incurred: 


‘in the provision by any person of anything which-( 


it is his trade to provide, and which is provided by 
him in the ordinary course of that trade for pay- 
ment or, with the object of advertising to the 
public generally, gratuitously.’ 
Many traders will be strongly tempted to extend 
their operations into the field of such things as 
drink, furs, tobacco, and boxes of chocolate. It 
is true that if these goods are given away, it must 
be to the public generally, with the object of 
advertisement. But advertisement has been the 
main point all along. And as to ‘the public’, what 
does that mean? No trader sends out free gifts 
to the entire population; he has to select. The 
man who was quoted in the House of Commons 
as sending a ton of turkeys as gifts to business 
contacts may yet find some way of obtaining a 
ceduction for the expense. In the meantime the 
small man will be harrassed by questions about 
the precise cost of the few pencils he has been 
sending out. This is the way that Income Tax 
Acts work. 


n 
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Mathematics in Accountancy — II 


by R. F. J. DEWHURST, M.A., A.C.A. 


School of Management Studies, The Polytechnic, London Wz 


3 N the first article in this series,! some of the 
EI new techniques in mathematics were covered, 
SA. and in this second article the calculus із d.s- 
cussed. Later articles will deal with the applica- 
tions of these techniques to subjects of special 
interest to accountants. 

The most powerful individual mathematical 
tool of all is still the calculus. Some knowledge of 
it is necessary before almost any work, other than 
of a very elementary nature, can be done. At oae 

^ time the calculus was regarded as a somewkat 

* esoteric subject, to be attempted only by special- 
ists and introduced by a series of difficult and 
rigorous proofs of its elementary theorems. 
Nowadays the approach is different. It is recog- 
nized that the calculus can be understood and 
readily used by non-mathematical specialists. 

The most satisfactory way to look at the 
differential calculus is probably through a сол- 
sideration of the graph of a curve. Take, for 
example, the curve: 

eut erc de qaos > 1 
This means, of course, that if P is any point 
on the curve with co-ordinates (x, y), then from 
T^ Figure I 
PN-—ON?, since y=PN and «=ON 





Fig. 1. 


The main point to remember is that the curve 
shows all points for which this relationship exists. 
Now consider a point О very near to 2. 
Suppose its co-ordinates are x+8x, y+dy (is. 
the increase in x is 8x and of y is ду). Since Q 
is on the curve: 
y--6y—(x--8x)*, multiplying out, 
y-8y— x?--2x0x--(0x)? - ~ - I 
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Subtracting I from II gives 
y= zxr- (6x)? 
Divide through by 5x 


бу _ 


If we now imagine that О approaches in- 
definitely close to P, then 8x will tend to o, and 


the value of 5 will become 2х exactly. Tie now 
written 9 во that: 
ду _ : 
d ИО а III 
Now from the figure” = ОЕ ie. the 'slope' 


of the line PQ. As Q approaches P, this 
becomes the tangent at P. We can therefore say 
that the slope, or rate of change of y with respect 


to x at P, в Z, 


Wig called, in calculus notation, the differential 


of y with respect to x. 

For the equation y —x?, we have shown that 
Y cas. A precisely similar method will show 
that for the equation y —x?, 9 will Бе 3x? (the 
only difference is that x+8x has to be cubed’ 
instead of squared in the calculation). 

Generally for the equation y =x" 


y. eit 2 
D ae — - IV 


Special cases of this formula are: 


when y==x, then 2 =I 


when y==1, then 2 =0 
These can be shown by putting n=1 and 
n=o respectively in the general equation y — x! ; 
or they can be proved individually using precisely 
the same method as was used earlier for y —x?. 
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We have an especia_ interest in the exponential 
curve. This curve а =e", where 


аи + - – - toinfinity - – V. 


Differentiating term by term, using in each 
case the formula of IV, 


m аса Ao _ (о тавану 


234 


p this is the same as the series we started off 
with in V; therefore 


4, Ё 
ог " =y (since у==ех), 
The integral calcwus can also be approached 
through the graph of a curve: 






5А 





“ХХА 


= 


Fig. Il. 


Consider the area under the curve in Figure II. 
We can regard this shaded area (=A, say) as 
being the sum of all the little vertical rectangles 
PRSN etc. Using a smilar notation: 


ФА =агеа of PRSN—y.óx (i.e. one side multiplied 


by the other_ 

a ay (dividing by 8x), so that in the limit as àx 
tend to o 

Ay ~ - VI. 


'The total area required is the sum of all the 
little rectangles PRSN, that is, the sum of all 
the products у.х. In calcvlus notation this sum 
is given the integral sign ‘7’. 

Hence the area А. = [yds - - - - VIL. 


It is easy to see what this integral sign really 
means, for suppose we differentiate both sides 
of this equation VIL with respect to x, then, 
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dA d([y.dx) 
dx dx 


But we have already shown that = =y (in VD, 


so that differentiating the integral of a function 
would appear to bring it back to the original 
function (у, in this case). 

In fact differentiation and integration are 
reverse processes. If the result of differentiating 
X is Y, then the integral of Y is X, and vice 
versa. 

How can we find the integral of (say) x*? We 
need to find something which, when differen- 


4 


tiated, will give x?. Earlier, we showed that the | 


differential of x? was 3x?, so that the differential 





3 
of = will be x*. Consequently: М 
fea = x 
in general 
nds xni 
| Ta +1’ 


the correctness of this formula can easily be seen 
by differentiating both sides. 


Reverting to the exponential function y —e*, it 
was proved earlier that for this function 2 


Differentiation, therefore, leaves this function 
unchanged. Since integration is the reverse of 
differentiation, the same will apply, that is: 


[ede eux CM 


The exponential is the curve of normal un- 
inhibited growth. If we make x the time base (7), 


А о d 
i.e. rewrite it as y —e*, then == =y, and we see that 


the rate of increase at any moment of this 
function is equal to its size at that moment. 


A good example of this is the rate of economic 
growth of a developing country. At the start, the 
few factories in existence will mean a slow rate. 
When more factories are available, more equip- 
ment for new factories can be produced from 
these. The rate of growth will therefore rise 
parallel with the number of factories already in 
existence. 

The population of a country may grow 
according to an exponential curve. For the more 
persons there are, the greater will be the number 
of births. Where there are limiting factors, e.g. 
the ability of the country to support the people, 
this curve will not apply. 


y- 
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ТА third example occurs in forecasting which is 
an indispensable element of many commercial ac- 
· tivities. One approach, which is made use of by 2 
. large number of firms, is to find a suitable treni 
curve which fits the data of past growth or sales, 
and extrapolate this to find future demand etc. Xt 
is not surprising that the most suitable treni 
curves in practice are found to be curves of the 
form: 
у==а1%--ЫЗ-|с 
{ or у==ае* 
that is, polynomials or exponentials.! 

However, the exponential has yet another 

. claim to importance, for it is the basis of the 
Gaussion, Normal Error, or Random Chance 
Curve. 

Figure III shows two such curves, symmetrical 
_about the mean (ie. the arithmetical average . 
Ý Either curve might be that formed by plotting 

the results of a series of individual coin tossinz 
experiments. In each experiment 100 coins are 
tossed in the air and the number of heads (cr 
tails) counted. For this curve the theoreticzl 
mean is obviously 5o. 





Fig. lll. 


Similar bell shaped curves arise in all statistical 
work where ‘chance’ is the only factor. Thus, ina 
population sample the heights of, say, 50 males 
will form a normal curve; or again the spread 
of a shot round a target will form yet another 
curve of this type. я 

The equation that all these curves satisfy, is an 
equation of the form y —e^**, more specifically, 

— 

Lapar 

а М/2т 

This is an exponential curve with its arithmetz- 
4 mean at O, so that it is symmetrical about the 
vertical у axis. It is written in this form because 
varying values of с will give more flat or less flet 
curves (see the dotted line in Figure III for a 





See І.С.І. Monograph No. x for a detailed account cf 
mathematical trend curves. 
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‘flat’ curve), and because a has a speciál term 
given to it in statistics. It is, in fact, the standard 
deviation (S.D.), the most significant measure of 
the dispersion of the norma. curve. 

It is possible to calculate and hence to find the 
equation to the normal curve, given a series of 
values x, x, . . . Ху measured from the mean. ЈЕ 
these values occur with frequencies f, fa . . . ја 
respectively, then the formula is: 


FUP E VIE — — – фп 
Еј отне Ја 


'The standard deviation (c) is therefore the 
square root of this. 





Fig. IV. 


It would be pleasant to use the formula 
А = [ydx for the normal curve as a first example 
of how to find the area under a curve by the 
integral calculus. It so happens, however, that 
this integration presents quite unusual mathe- 
matical diff:culties. As an alternative approach the 
graph can be drawn by hand after working out a 
table of values for x and у. It is instructive to draw 
various curves corresponding to different values of 
c. Àn interesting fact emerges from this work of 
great practical importance: the area bounded by 
the vertica! lines 2с either side of the mean is 
always just on 95 per cent of the total area under 
the curve. This percentage is always the same 
irrespective of the value of а. Similarly if we take 
the vertical lines 3e either side, the ratio is 
always just on 99 per cent. 

Now if we see the normal curve as made up of 
a large collection of sample means — as in the 
coin tossinz experiments — then clearly the best 
determination of the mean of all the experiments 
— the ‘population’ (to use th» statistical term) — is 
the mean cf these sample п.еапв. So that within 
a range of (just under) two standard deviations of 
the ‘population’ mean, 95 per cent of all sample 
means will be found. And similarly within the 
range of three standard deviations over 99 per 


166 


cent of all sample means will be found. In 
practice a single sample is usually all that can be 
taken. Provided then, that we are prepared to 
ignore the x in 20 chance against, we can say that 
the mean of the population will not be more than 
two standard deviations from the mean of the 
sample that we have taken. 
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This is extremely important in market research, 
since it implies that when results are required to 
a given level of certainty — for much commercial 
work the figure is around 95 per cent — then the 
size of the sample required can be precisely 
determined. 

(To be continued.) 


Chartered Companies 


by К. ROBERT, A.C.I.S. 


W pages in English history are more 
fascinating than those dealing with the 
great expansion of commerce in the sixteenth 

century. Nor can any period be studied with 
greater profit by the student of economic history 
in search of fundamentals and beginnings. 

The reasons for this are many and varied. 
First and foremost, it was then — during the 
reigns of Henry VIII and Elizabeth I — that the 
sea routes of the world were being opened. 
Ralegh, in 1583, discovered Virginia; by 1600, 
English sailing ships were rounding the Cape 
of Good Hope to India and beyond. At home, a 
new class of manufacturers, merchants and traders 
was emerging and the old order of society, based 
on feudal agriculture, was breaking up. 

'The rate of economic development was, indeed, 
on such a scale as to call for finances far beyond 
the means of individuals — however rich they 
might be. 'T'o meet this new situation, companies 
were formed to further particular projects, and 
groups of merchants pooled their resources to 
carry out more ambitious overseas ventures. 


The Earliest Charters 


"There had already, at a much earlier date, been 
associations of merchants for trade with other 
countries, e.g., the Merchants of the Staple, and 
the Merchant Adventurers, who exported cloth. 
The chartered companies differed from these 
organizations in two important respects: they 
were not free-and-easy groupings of sole traders 
(each responsible for his own capital and ventures) 
but combinations of merchants operating on the 
joint stock principle. 

The first, in point of time, was the Russia 
Company, formed in 1553 during the reign of 
Edward "VI, after Richard Chancellor had 
voyaged to Archangel and thence overland to 


Moscow, there to negotiate an agreement with 
Ivan the Terrible for mutual trade. The merchants 
who had sponsored the mission were granted a 


< 


royal charter, which incorporated them in ¥ 


perpetual fellowship and gave them a monopoly 
of the Russian trade. Sebastian Cabot was 
appointed Governor of the Russia Company, 
which was both the earliest of the chartered 
companies and the first to be formed on a true 
joint stock basis. 

Other sixteenth-century chartered companies 
were the Eastland Company, founded in 1570, 
which traded in the Baltic; the Africa Company, 
founded in 1588 for transporting negro slaves to 
the West Indian sugar plantations; and others 
such as the Levant, 'lurkey, and Virginia 


Companies. Most of these early trading concerns A 


had only short lives. 


Empire Builders 

Spices played an important part in the prepara- 
tion of food for our Elizabethan and Jacobean 
ancestors. Root crops had not then been intro- 
duced into the country’s agriculture, and cattle 
were slaughtered in large numbers at every year’s 
end. The meat? salted down in barrels, was 
usually rather unpalatable by the time it came 
to be eaten. This fact sent merchants and 
mariners thrusting eastward in search of the spice 
islands. 

The East India Company, which received its 
charter of incorporation from Queen Elizabeth 
in 1600, not only succeeded in reaching the 
Pacific, but went on to lay the foundations of 
British rule in India and, in fact, itself became 
the body to govern vast areas of the sub-continent 
for some two hundred years. Great success 
attended the company’s earliest ventures. The 
third voyage, made in 1607, resulted in a ‘divi- 


A 


Ра 


por" 
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dend' of nearly 300 per cent. When, two years later, 
King James 1 renewed the company's charter, it 
was granted a monopoly of the East India trad». 

Factories and depots were established at 


^. Madras, Bombay, and Calcutta, and a gradual 


economic penetration of the country was effected. 
Agreements were entered into with the Mogul 
Emperor of India, fortifications were raised, and 
a Sepoy army was created. In the absence of 
Parliamentary control over the company, mary 
of the officials indulged in corrupt practices — 
indeed, they were virtually compelled to do so 
because of the nominal salaries they received. 
Many returned home with huge fortunes. 
Heyday of the East India Company came in 


_ the eighteenth century — after Clive defeated tke 


Frengh contenders for control of the country at 
the Ваше of Plassey in 1757. Amassing wealth and 


. growing in power, the company extended ics 


„A 


influence to Persia, China and Japan, where 
depots were established. Monarch of all it 
surveyed, the company straddled the Far East 
like a colossus. 

The end of this great trading venture, without 
parallel in European history, did not come until 
1858, just after the Indian Mutiny when the British 
Government assumed control of Indian affairs. 
'The East India Company was then dissolved. 


Fur Traders 


Another story of great romantic interest is that 
of the Hudson's Bay Company, whose charte-, 
granted by Charles II in 1670, empowered it 
among other things, 'to trade, to raise armies, to 
build ships, and appoint governors' in territories 
that comprised nearly one-third of North 
America, or one and a half million square miles, 
inclusive of mineral rights and fisheries. 

Two adventurers of French origin were 
responsible for bringing the Hudson's Bay 
Company into existence. They knew the Hudson 8 
Bay territory well, and had traded with the Red 
Indians for fur. The French Governor in Quebec, 
having failed to make a deal with the two trappers 
to his own advantage, inflicted heavy fines on them 
for illicit trading. Their bitter hostility thus 
aroused, they crossed the Atlantic in the hope cf 
interesting Prince Rupert, cousin of Charles I:, 
in their proposition. A ship was dispatched to 
investigate the claims and, on its return with a 
satisfactory report, the king agreed to incorpora- 
tion of the company. Prince Rupert was its first 
governor. 

The ‘Adventurers to Hudson's Bay’, hampered 
by а small capital of only £10,500, made slow 
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progress. Every year а few ships arrived in 
Hudson's Bay with their Lolds full of firearms, 
hatchets, knives, kettles, beads, tobacco and 
brandy. The vessels wintered in Hudson's Bay 
and returned to England :n the following year 
with cargoes of musquash end beaver skins. 

Trading for pelts was nct, however, the com- 
pany’s main object as defined by the charter. This 
placed the directors under obligation to discover 
the North-west Passage which it was believed 
existed, and fully to develop the vast territories 
over which it had been given control. 


Efficient Administrators 


After surmounting many difficulties, the Hud- 
son’s Bay Company became a real power dn the 
North American continent. Its authority extended 
from Labrador to the Rockies, and its adminis- 
tration was, on the whole, efficient and honest. 
During the nineteenth century, when consecutive 
waves of emigrants swept across the Canadian 
plains and towns were everywhere springing up, 
the Company's privilegec position could no 
longer be maintained and its prerogative rights 
over the land had to be relinquished. 

The Hudson’s Bay Company has, however, 
survived, and is currently engaged in a wide 
range of trading activities. Its shares are quoted 
on the London Stock Exchange and it still holds 
a great sale of furs at Beav2r House, its London 
headquarters, every year. 

There are, of course, a number of other 
chartered companies still engaged in mercantile 
activities. Most important o7 them, perhaps, is the 
British Soath Africa Company, granted a charter 
by Queen Victoria in 18&4 and charged with 
responsibility for administe-ing extensive African 
territories. 

The British South Africa Company, whose 
shares are known on the Stock Exchange as 
‘Charterecs’, had until recently a particular 
interest in the Rhodesian copperbelt from which 
it derived many millions of pounds annually in 
royalties. 

The Bank of England was a chartered company 
and, indeed, still appears es such in The Stock 
Exchange Year-Book; The Bank of Ireland, the 
Royal Bank of Scotland, the Chartered Bank 


_(which operates extensively in the Far East), the 


British Bank of the Middle East, and the British 
Linen Bank are also on the list, together with three 
well-known insurance companies — the Royal 
Exchange Assurance, London Insurance, and the 
Life Association of Scotlard — all incorporated 
by royal charter. 
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Solving the Problem of 
Transportation, Costs 


by R. S. WALDRON, F.C.A., F.A.C.C.A. 


tomed to look-ng critically at the costs of its 

products, but cot generally at the break-down 
of those costs except im relation to basic production 
costs on the one hand and the costs of marketing 
(i.e. mainly, the costs of advertising and promotion, 
including the costs о: maintaining a selling force) 
on the other. Indeed until fairly recently, it was 
difficult to find any published «абу of the problem 
in the United Kingdorr, although some were available 
via the United States where, mainly because of the 
greater internal distances to be covered, air cargo has 
drawn to itself а muc greater attention than in the 
smaller confines of the British Isles. 

It is, therefore, necessary first to convince manage- 
ment that a cost problem exists and that it is a prob- 
lem in four dimensioms in that to the usual tbree 
dimensions of space ve may add the dimension of 
time. 


Маша is now reasonably accus- 


‘Extra’ Costs 

Let us first consider = simple case which manage- 
ment may appreciate readily. If the pure cost of 
carriage were all that mattered to a business, then a 
handcart would appea- to be the answer; or, if the 
goods were too heavy for this method, a horse and 
cart or a barge on a caral. But we know this is not 80; 
to start with there is the cost of employing someone 
to push the cart, or lock after the horse. Then, again, 
if a horse is used, he must be fed. A barge, even if 
horse-drawn, needs maintenance; a cart needs paint- 
ing and the wheels need tyres, and the horse needs 
regular shoeing. These are the ‘extra’ costs we have 
to take into account. However, it is not because of 
these factors that maragement has abandoned these 
methods of carriage, but because the alternatives now 
available save both time and trouble. 

The saving of time 5n unskilled labour more than 
makes up the extra cest of the more skilled labour 
needed to operate the alternative methods because 
the lower levels of wage payments have tended to rise 
more significantly thar: higher rates. 

saving in time also affects other costs which 
are often borne unknowingly by those who have never 
fully appreciated that -here is a problem capable of a 
solution. Тће followimg are examples given by Pan 
American Airways ir a recent advertisement: (1) 
insurance; (2) clerical costs; (3) obsolescence losses; 
(4) stockholdi g costs; (s) wharfage, docking and 


A paper presented at & British Institute of Management 
Seminar on ‘Air Freight Costs’ in London on October 13th. 


depot-to-factory costs; (6) disassembly reassembly 
costs; (7) spoilage, breakage and pilfering. Every one 
of these costs is affected by the time element and if a 
true comparison of alternative costs is to be made 
then all these costs must be brought together. The 
technique used in this exercise has come to be 
described as the total distribution cost approach. 


f 


It will now be more fully appreciated why manage- - 


ment must know that this is a problem with a solution, 
because the elements of cost involved in sych an 
exercise must be ascertainable. This, in turn, means 
that there must be an accounting policy which will 
aggregate these costs separately. 

In some business accounts, selling and distribution 
costs are a category heading and this is an excellent 
start. Unfortunately, it is frequently found that such 
analysis is less than complete and it will seldom in- 
clude secondary factors such as interest on money 


` borrowed (whether from shareholders or outside 


sources) to finance stocks and debtors. 

There are, in fact, two main calculations to be 
made: one is a forecasting comparison of various 
alternative distribution methods in terms of cost; the 
other is a separation in апу ‘period account’ drawn up 
of all natural elements of distribution costs as a guide 
to management on the comparative total results of 
any alteration in policy. We must surely agree that the . 


forecasts must be tested properly against the results. ~“ 


Packing Costs 
It may be helpful at this point to make some general 
observations on freight costs which, while not uni- 
versally applicable, are nevertheless of interest to 


those who have not previously looked into the matter. · 


Packing and crating costs are, in general, lower for 
air cargo than supface shipping. Sea cargo generally 
means heavy crates and containers, involving costly 
materials, labour and preparation time. Air transport 
often uses nothing more sophisticated than corru- 
gated paper wrappings, even for heavy machines if 
mounted on a flat base (e.g. a pallet). This is partly 
due to the problem of moisture in sea transport which 
hardly exists in the air. 

Carriage to the air-freight depot is usu x by road 
and over short distances. Obviously the factory or 
warehouse situated alongside an airport is well- 
placed from the cost savings aspect, and once goods 
are in the hands of the airline they are covered to the 
destination airport and it is not normal for transfer 
charges to occur where goods are moved between one 
airline and another en route. In contrast, sea cargo 


P 
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will often bear trans-shipment charges, as well as 
warehousing and handling charges at ports; it is #30 
a recognized fact that pilfering occurs far less f—- 
quently where goods are consigned by air, and thi- is 
one factor, no doubt, in the very considerable іпәлг- 
ance savings for air*cargo. 

The costs of warehousing to be isolated aad 
examined are less easy to identify because they m -st 
include the warehousing of 'domestic stocks' e. 
the costs of storing and financing raw materials zad 
finished goods held in the pipeline of a businese at 
any time. There is a direct relationship between ле 
speed of delivery of a product and the amount. of 
Stocks needed safely to support the business. It is. in 
fact, easier to evaluate this cost over a long perod 
than a short one because other factors (e.g. seaso-al 
demand) do affect the matter. 

We must now turn to a consideration of а fomm 
which, will enable us to make our basic comparisacs. 

Example 1 

SHIPMENT OF COMPLETE COMPUTER — ENGLAND ТО 

Paris 

(Brief details prove the cheaper method witht 

going into all costs.) 


Air Surface 

cargo transpor. 
£ s d £ s d 
Packing x .. 550 о о 1,900 о о 
Carriage to port .. 30 о о 65 о о 
Freight charge 261 9 o бо о o 
Insurance .. - 89 17 o 89 17 o 
£931 6 £1,614 17 о 


1 О 





Packing time: Air, 242 man-hours; Surface 400 mza- 
hours. 
Saving 158 man-hours (reflected in above costs). 


Example 2 

SMALL ARTICLES MEASURING 8 IN. BY 7 IN. BY 6} N. 
EACH. 

(Fully detailed costs show a reversal of the apparent 
situation.) 











ir Surfa-z 
cargo transport 
£ £ 
Freight charge 4,600 1,25C 
Packing s 120 soc 
Insurance .. * 150 375 
Interest on capital at 10 per 
centassumed p.a. including 
overseas stock-holding .. 632 3,077 
Obsolescence — 2 per cent 
p.a. on a margin of stock- 
holding for safety — 500: 
Stockholding costs and ware- 
housing — 4 per cent p.a. 
assumed on safety stocks 230 1,000: 
£5,732 £6,702 
(21 days) (ог dass) 


This shows quite clearly the savings in direct coss. 
The intangible savings in terms of service, prestize 
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and branch costs are less easy to put into figures but 
are nevertheless present. 

Let us now look at another major factor in these 
costs, i.e., the cost of warehousing. This is, in fact, 
several costs, viz: 

(1) warehousing raw material purchases and stores; 

(2) warehousing finished goods at manufacturing 

centre; 

(3) warehousing finished goods at point of distri- 

bution; 

(4) warehousing finished goods at branch gs ог 

overseas. 

In a menual, Reducing Warehousing Costs t 
Modern Materials Management, prepared by J. G. 
Anderson, M.sc., of the Ford Motor Co (Materials 
Management Institute, Boston, Mass.), there are 
suggested three ‘utilities of distribution’: timg, place 
and form, as follows: 


Utility Benefit Requirement 

Time Profits from sales be- Warehouse space, 
cause goods available activity, shipments 
‘when wanted’ 

Place Profits from sales be- Warehouse location, 
cause goods available freight costs, en- 
‘where wanted vironments 

Form Profits from sales be- Warehouse facilities, 


cause goods available 
‘as wanted’ 


building type, equip- 


ment 


Warehousing 


The choice of the proper location for the warehouse 
under headings (1) to (4) above becomes most vital. 

Even if internal distribution only is looked for, the 
site must be right, and the choice of the best 
method о: trarsportation must be made in the 
planning stage so as to be certain of securing the 
best profit. ЈЕ (x) can be situated near the factory, 
and the levels needed are kept low by a quick and 
reliable method of distribution, then the only factors 
to be considered are (а) source of supplies, and (b) 
route and destination of the product. 1f, then, points 
(2) and (3) can be combined with convenience at the 
same spot, further economies can be ensured. Yet 
greater economy arises in the costs of maintaining 
overseas warehouses, or those at branches, if the 
iecur from the manufacturing centre is both fast 


In the context of warehousing we have looked at 
the main elements, or ‘utilities’, of distribution, 
namely, time, plece and form. Тћезе are the absolute 
necessities of amy attempt to evaluate costs, but of 
them the least easy to evaluate is time. ЈЕ is easy to 
see how tme plays its part in the reduction of 
measurable costs (money invested for a shorter time, 
insurance cover for reduced period, less labour in 
stores, and so on) but the evaluation of the advantage 
of being on the spot sooner is less easy. We can cer- 
tainly work in a reverse direction by assuming a fixed 
delivery date and working backwards to find the total 
distributior costs of two or three alternative distribu- 
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tion methods, including costs affected by time, but 
the monetary advantage of having an earlier delivery 
‘date or running an immediate spares service at a 
remote point is not easy to evaluate. 

This is partly a job for the market consultant, but 
each man in business, and certainly every sales 
engineer, can give his own estimate of the weight he 
would attach to such а service. A record of progress 
in this field by anyone who has changed his method 
of transport to air freight could provide invaluable 
statistical data for others and a study on these lines 
could be rewarding. No doubt some will merely note 
its effect as enabling sales volume to be marginally 
affected, whereas others may find dynamic results; 
but in any case the results will need careful measure- 
ment to see whether the profit resulting from selling 
more goods, or from selling goods at higher prices 
because of the time advantage, covers the increase 
in costs incurred. 


Establishing Costs 


It is perhaps at this point that many business men 
may agree that the case clearly exists for an examina- 
tion of costs such as is envisaged above, but they find 
themselves unable to see how they can do so since 
they cannot establish the cost data immediately. 

May we therefore demolish two illusions at once? 
The first illusion is that certain costs are impossible 
to establish; the second is that cost accounting is a 
separate science, using different facts, from what we 
may term ‘book-keeping accountancy’ or ‘historical 
accounting’. 

Before we procéed to see exactly how we are to 
examine our facts, however, let us understand the 
two aspects.of our problem. First, we want to calcu- 
late as closely as possible the effects on a single 
physical problem — i.e. transportation in all its aspects 
— of two or more alternative methods, each of which 
is possible. Secondly, we wish to consider the results 
of the adoption of alternative methods in fact. So in 
the first case we are considering a hypothetical alterna- 
tive to an ascertainable position; while in the second 
case, two sets of actual situations are being com- 
pared. 

Paradoxically enough, the hypothetical is often 
easier than the actual to calculate. By methods such 
as are employed in operations research, involving 
simulation, or even the more straightforward tech- 
niques of critical path methods (C.P.M.) or programme 
evaluation and reserve technique (PERT), one can 
achieve a number of very close approximations in 
general budgeting, while fundamental cost techniques 
in estimating overheads can be assisted by quoted rates 
for direct costs on the lines of the two simple examples 
‘already given. Indeed, for many cases the simple 
direct costs are sufficient to establish a profit bias in 
favour of one method or another which it is obvious 
will continue to operate on a further extension of the 
examination. 

It is, however, оп the-existing costs that many of 
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us may have to admit that we just do not know ош 
facts. Unfortunately, many of us are bound down by 
existing outworn and restrictive accounting con- 
ventions. We do not think of our accounts which are 
produced annually as the sum of smaller weekly or 
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monthly accounts built up by tosts compiled from ` 


the same sources, even if to some extent estimated 
over short periods and adjusted periodically to 
actual. 


Integrated Accounting System 


It is not, in fact, going too far to assert that it is 
time that all accounting systems were integrated (i.e. 
cost and financial accounts produced from the same 
records), and that any of us who cannot readily obtain 
the information we need for this exercise ought to 
overhaul and repair our accounts departments imme- 
diately because it is certain that we are not getting 
other information equally important. Accoüntants 
whose initiative here is lacking, must be pressed to 
provide what is needed. 

For those with imperfect existing systems it may 
mean going -back through their ledgers and re- 
analysing facts recorded there in insufficient detail. 
For others it may entail a complete reappraisal of 
their original entries from invoices or other vouchers 
or even the breakdown of the cost of labour, but they 
will need these facts for vital management reasons 
anyway. 

For accountants it means a challenge to make 
accountancy a true reflection of a living and doing 
business, and a realization that pre-computer limita- 
tions are probably the sole reason for many of the 
arbitrary divisions of accountancy into hampering 
departments such as ‘payroll’ (or ‘wages’), ‘sales’, 
‘purchases’, 
unduly increasing stocks should be penalized by 
interest on stocks at average inventory levels, and this 
again means the keeping of proper records. 

One further point on the ascertainment of either 
project or departmental costs (which in many cases 
can only properly be taken to gross profit stage), is 
that only those costs which would disappear if the 
department were closed or the project discontinued 
can truly be accepted as direct costs. 

If one may recapitulate, therefore, management 
should: 

(a) appreciate the existence of a problem; 

(b) accept that the problem can be solved; 

(c) arrange for isolation and listing of total distri- 
bution costs for any intended operation, on 
alternative methods basis; 

(d) arrange for a suitable accounting system to 
record actual total costs of distribution as part 
of normal routine daily procedures; 

(e) consider further effects of intangible savings; 

(f) Make proper decisions in full knowledge, and 
make known to customers the benefits accruing 
to them. 


f 


‘cashiers’ and so on. Any department A 
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we like to advance money to professional men like you 
To this Bank, the professional man is a man of integrity and standing—albeit with endless responsi- 
bilities. And that is whys if you are such: a man, living in the United Kingdom, Lombard Bank take 
an understanding view of your financial -equirements, and will be pleased to send you details of our 
Personal Bank advances. These confiden ial advances can provide finance fo- any normal purpose— 
in fact, for any of the thousand and one things that have to be paid for! Write in confidence to: The 
Manager, Personal Loans Dept. (AT). 


LOMBARD BANKING 


Несі Office: 
LOMBARD HOUSE, CURZON STREET, PARK LANE, LONDON, УЛ. GROSVENOR 4111 G0 LINES) 
Cit Office: 
31 LOMBARD STREET, LONDON, E.C.3. MINCING LANE 4111 (7 LINES) 
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Where can she look 


Ка луче 





for the fastest 


calculator answers? On our TV screen. 


It’s on the amazing new FRIDEN 
130 Electronic calculator. - 

A cathode ray tube (like a 
small TV screen) displays the 
contents of its four registers. 
There's also a fifth register which 
stores constant factors. 

The 130.is fast. You get most 
of your answers in milliseconds. 
It has no moving parts. Just a 
10-key keyboard 

It gives you automatic transfer 


Make no mistake about figurework: Call 


of intermedlate answers. You can 


. do complex problems with mini- 


mum re-entries. 

And the whole performance 
is so silent, you cculd-use one 
in a hushed library without 
disturbing anyone. 

its easy, too. Ycu can learn 
to use it in minutes. 

Why not call your local Friden 
office about it? Or write to 
Friden Limited, Friden House, 


401 Blackfriars Road, London, 
S.E.1. WATerloo 1301. We'd be 
glad to help you. 
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Catalogue of Negatives 


British Printing Cozporation Auditors’ Report 


[ Jot a short s an auditors’ report conaists 
of a short series of positive statements 
which indicate unequivocally tha: the 

directors, who are responsible for the legality 

and propriety of the accounts under review, izzve 
complied with their statutory obligations. Dessite 

(or because of) its brevity, such a report carr 23 a 

distinction to which all right-minded direc-ors 

aspire but, sometimes, the diplomatic w-rds 

‘subject to’ preface the discreet disclosure that 

there has been an honest and irreconciEble 

difference of opinion between them and the 
auditors on, say, the adequacy of the deprecietion 
charge or the valuation of fixed assets or stc-ks. 

At the other extreme, the auditors’ report 
which consists mainly of bluntly negative s-ate- 
ments is happily rare but (as briefly noted im our 
last issue) such a one appeared last week ir the 
accounts of The British Printing Corpoze-ion 

Ltd and is reproduced below. In it, the tE-2e- 

letter word ‘not’ recurs with what must зигер" be 

unprecedented frequency. Ав will be seen —om 
their report on the subsidiary which forme -he 
appendix, the auditors were not satisfied on zny 
of the points on which, in the terms of the N-nth 

Schedule, they have to express an opinion. 
There is no doubt that the true position beaind 

this sorry catalogue of negatives will be investi- 

gated — either unofficially or officially (the Board 
of Trade has called for a copy of the accounts) — 
and put right, but the occasion serves once more 
to underline the urgency for company law ref-rm, 
defined and agreed plans for which have now сееп 
for so long gathering dust in the Governrn=nt’s 
‘pending’ tray. 


Report of the Auditors 4 


То THE MEMBERS or THE BRITISH PRINTING 
CORPORATION LTD 


The balance sheet of the company... is in azree- 
ment with the books which, in our opinion. have 
been properly kept. We obtained the informstion 
and explanations we required. In our opinion, this 
balance sheet complies with the Companies Act. 348, 
and gives a true and fair view of the state of a-airs 
of the company. 

The company changed its name from Риглеј & 
Sons Ltd on February 6th, 1964. By an agreement 
dated December 30th, 1964, the company soli, as 
from the close of business on December 31st, : 563, 


the whole of its undertakinz and business (excluding 
the shares in Hazell Sun Ltd and certain liabilities), to 
a new wholly-owned subsidiary company named 
Purnell 8: Sons Ltd. Our resort as auditors of the new 
Purnell & Sons Ltd on its accounts at December 318t, 
1964, is set out . . . as an eppendix to this report. ` 

The consolidated accounts . . . incorporate figures 
in respect of certain subsidiary companies which 
have not been audited by us and figures in respect of 
Purnell & Sons Ltd. 

Having regard to our repcrt as auditors of Purnell & 
Sons Ltd, in our-opinion, zhe consolidated,accounts 
do not comply with the Companies Act, 1948, and 
we are not satisfied that they give a true and fair view 
of the state of affairs of the sroup and the profit of the 
company and the group. 


Cooper BROTHERS & Co, 
CHARTERED ACCOUNTANTS. 


CURTIS, JENKINS, CORNWELL & Co, 
CHARTERED ACCOUNTANTS. 


November 3015, 1965. 


Appendix to ће Report of the Auditors 
To THE MEMBERS or PunNzLL & Sons LTD 


The balance sheet of the company is in agreement 
with the books. 

'The company, by an agreement dated December 
30th, 1964, purchased, as “rom the close of business 
on December 318t, 1963, the whole of the undertaking 
and business (excluding the shares in Hazell Sun Ltd 
and certain liabilities) of its parent company, the 
former Purnell & Sons Ltd now The British Printing 
Corporation Ltd. It has been the practice in the 
Purnell group for many years to transfer the cost of 
investments, after acquisition by the parent company, 
to the wholly-owned subaidiary holding company, 
Paulton Holdings Ltd, and this cost is represented in 
the balance sheet of the ccmpany under the heading 
‘Investment znd advance to subsidiary company, 
Paulton Holdings Ltd’ which is stated at £10,337,564. 

As a result of informaticn which became available 
in July 1965, we have inquired into the circumstances 
of the acquisition of certain subsidiary companies and 
trade investments over a number of years and the true 
position with regard to a number of these transactions 
does not appear to us to be reflected in the books. In 
particular, we are not satiefied (a) that the o 
relative to certain of the transactions with Mr 
Wilfred Harvey, the former chairman and managing 
director, as written up m the company's books, 
correctly reflect the position as at December 31st, 
1964; (b) that the accounte showing no amount as а 


772, 


loan to a director in the Falance sheets of the company 
or its subsidiary Paultoa Holdings Ltd are correct; 
(с) that the amounts sho-vn in the balance sheet as due 
from Paulton Holdings Ltd are correct; (d) that the 
purchase prices entered in the books for some of the 
acquisitions are correct. 

It is not appropriate ira report of this nature to give 
such details as we have o^ the many transactions about 
which we are not satisfed that the true position is 
recorded in the books, эи, by way of example, we 
mention that in the case of the acquisition of one 
subsidiary the price recozded as paid by the company 
was £365,000, despite the fact that that subsidiary 
had reported to its sharekolders that an offer had been 
received on behalf of the-company zt a price per share 
which would have resul ed in a total purchase price 
of £776,669 and despite tLe fact that the total purchase 
price receivable by the former shareholders as dis- 
closed iif the transfers was in fact £76,669. We have 
been informed that Mr Wilfred Harvey was interested 
in this transaction and we have also been informed 
by some other members of the board that they were 
aware that Mr Wilfred -Harvey was interested, but 
we have received no satisfactory explanation why the 
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pucchase price recorded as paid by the company" 


exceeded by £288,331 the price said to have been 
received by the former shareholders. 

Acquisitions and disposals of certain other assets 
af -he company and its subsidiary companies are still 
under detailed examination and «adjustments to the 
accounts may be necessary in due course. 

The consolidated accounts incorporate figures in 
resect of certain subsidiary companies which have 
not been audited by us. 

In our opirion, for the reasons given above, the 
accounts do not comply with the Companies Act, 
1928, and we are not satisfied that they give a true 
anc fair view of the state of affairs and the profit of the 
company and the group. Despite repeated requests 
we have not obtained the information and explana- 
tioms we required and, in our opinion, the books have 
not been properly kept. 


Cooper ВЕОТЕЕЕ5 & Co, • 
CHARTERED ACCOUNTANTS. 


CURTIS, JENKINS, CORNWELL & Co, 
CHARTERED ACCOUNTANTS. 


November 30th, 1965. 





Weekly Notes 


THE ACCOUNTANT – NEW YEAR CHANGES 


INCE the postal delivery service was curtailed on 
Saturday mornings, many readers have complained 
of delays in receiving their weekly copies of The 
Accountant. Representatiens to the Post Office having 
abe: ineffective, it has been decided that in the 
ew Year The Accountaxt shall be published а day 
earlier — on Thursdays – засћ week so that all United 
Kingdom readers shoud receive their copies by 
Saturday at the latest. — 

At the same time the page size is to be enlarged (a 
reversion, in fact, to ite pre-war form), the cover 
redesigned and the ремега! make-up and layout 
revised — in other worde The Acccuntant will greet 
the New Year with а ‘new look’. The new style will 
not only help towards eager reading but will enhance 
the appearance of the -ournal, and the improved 
service of earlier publication will, we feel, be welcomed 
by readers. The classified advertisement columns will 
continue to remain орел until 1c.30 a.m. on the 
Monday of the week of publication. 

As readers will be aware, the price of The 
Accountant has remained unchanged for the past 
eight years — despite hezvy increases in production 
costs: The publishers regret, however, that as from 


Jenaary 1st, it will be necessary to increase the price 
to 2s 34; the new subscription rates, including 
poszage, being: 

Eome and Overseas: 


Airmail Edition: 


£6 10s per year 

£3 6s 6d half-year 
£9 155 per year 

£4 175 6d half-year 
Scudents’ Concessional Rate: £4 5s per year. 


NEW INSTITUTE EXAMINATION PRIZES 


FoR -new prizes to be awarded in respect of the 
examinations of The Institute of Chartered 
Accountants in England and Wales have been an- 
nounced, as reported in the proceedings of the 
December Council meeting elsewhere in this issue. 

The Women Chartered Accountants’ Dining 
Soc ety have established a fund for the Ethel Watts 
Prize as a memorial to the late Miss Ethel Watts, 
B.A. F.C.A., the first woman to be admitted to member- 
ship of the Institute by examination. The Prize, which 
was referred to at the Dining Society’s recent annual 
dinner (reported on page 792), will be awarded at 
eack Part II Final examination to the candidate (other 
thar. the candidate taking the W. B. Peat Medal and 
Prize or the Charles M. Strachan Prize or the Tom 
Walton Prize) who obtains the highest marks. 

S г Harold Howitt, G.B.E., D.8.0., M.C., D.C.L., LL.D., 
D.L. F.C.A., a member of the Council of the Institute 
fromm 1931—61 and President of the Institute in 1945~ 
46, has provided the funds for two Howitt Prizes. 
One prize is to be awarded at each Part II Final 
examination to the candidate who obtains the highest 
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marks in the Advanced Accounting III Paper, ard 
the other prize will be awarded at each examination 
for the Certificate in Management Information to the 
candidate who obtains the highest marks. 

The fourth new prize, to be known as the Leo T. 
Little Prize, has be&n established as a memorial to 
the late Leo Т. Little, B.sc.(gcon.), Editor of Ассошт!- 
ancy from 1938 until his death in 1960. Professor 
A. В. Llersic M.SC.(ECON.), B.COM., has provided the 
funds for this prize which will be awarded at each 
Part II Final examination to the candidate who 
obtains the highest marks in the General Paper. 


IMTA VIEWS ON RATING BILL 


LLOWING the publication of the new Rating 
Bill (commented upon in our last issue), Tae 
Institute of Municipal Treasurers and Accountarts 
has stated that if national policy requires that зогле 
ratepayers should have their rates reduced, it con- 
x» siders that the cost should be met wholly from national 
^* funds instead of partially at the expense of otker 
ratepayers on an interim basis and in advance of the 
comprehensive review of local government finance 
which the Minister of Housing and Local Govern- 
ment has promised. 

The Institute points out that a heavy volume of 
additional work will be placed on local authorities to 
deal with the expected heavy increase in instalment 
payments and with applications for rate rebates, many 
of which will probably be from people who cre 
subsequently found to be ineligible for rebate. Many 
authorities already face very serious shortages of 
skilled staff and it is not known whether the staff 
needed will be forthcoming. Local authorities should 
not underestimate the scope of the additional wcrk 
they will have to undertake, adds the Institute, aad 
the work involved should not be minimized. It vill 
be costly in staff time, both in its planning and its 
execution, and the additional staff required over the 
whole country will tend to offset the economies 
made in recent years by office mechanization and the 
use of computers. 

The I.M.T.A. has already set up a working ралу 
to examine the implications of the changes on ed- 
ministration introduced by the Rating Bill. It vill 
study the problems arising from the Bill, and vill 
advise members on administrative procedures and 
other matters to ensure that the new arrangements 
work as smoothly as possible. 


REDUCING FORM-FILLING FOR 
EXPORTERS 


UGGESTIONS which go a considerable way in 

meeting exporters’ most common complaint — 
excessive form-filling — are contained in a new pulli- 
cation issued by the Board of Trade on Wednesday of 
last week entitled Stapler Export Documents. It 
introduces an aligned series of newly designed export 
documents which can be completed in one typmg 
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operation, thus eliminating much repetitive typing 
and checking. At the same time other ‘incentives’ for 
exporters were announced, 'Lhese include a Govern- 
ment contribution to the cos: of joint advertising by 
trade associations participatinz at overseas events such 
as trade fairs, British weeks and store promotions; 
arrangements to be made for the promotion of over- 
seas distribution of trade directories and buyers 
guides sponsored by Trade Associations, and support 
for the British Overseas Engiaeering Services Bureau 
whose object is to promote the use of British con- 
sultancy services abroad. E 

The Simpler Export Documents booklet gives an 
account of the work of the Joint Liaison Committee 
on Documents used in the International Carriage of 
Goods (established by the Board of Trade in 1962) in 
simplifying the preparation о: some of the documents 
most commonly used in the export trade. It also 
explains how these forms ere being redesigned on 
A4 internztional size paper s> that the spaces for the 
entry details common to all cr some of the forms fall 
in the sarre relative position on each form. All these 
forms can now Бе completed from a master document 
and any details not required on any particular forms 
can be suppressed. Opporturities for firms to include 
some of their internal documents in the series are also 
provided by the system. 


TWO TRADES OR ONE? 


I2 the ozdinary way, when a company launches out 
in a new direction, its tax bill is likely to be less if 
the new activities are treated as an extension of the 
existing trade. But it may be otherwise where losses 
are involved. In Cannon Industries Ltd о. Edwards, 
a company, which until June 1958 had traded as 
manufacturers of gas and gas chemical appliances, 
also took up the activity ОЁ assembling electrical 
food mixers called "Power Maid', under the trade 
name ‘Cannon E.A.’. It argaed that this was a new 
trade to which the ‘commencement provisions’ 
applied. It appealed agains: a 1960-61 assessment 
which had been made on the basis that there was 
only one trade. The Special Commissioners dismissed 
the appeal and the company appealed to the High 
Court by way of stated case. 

'The suppliers of raw material were different for 
the two branches, the manufacturing processes 
differed, the branches operated in different parts of 
the factorv with distinct plant, separate managements 
(apart from the factory top management), and separate 
staffs belonging to different unions. Each branch had 
separate customers and different advertising tech- 
niques; the gas branch sold wholesale, the electrical 
to the public retail. On the other hand, the Crown 
pointed out that the objects clause of the company's 
memorandum of associatiom was in general terms 
and applicable to both brznches; which branches 
were carried on in the sane factory. The works 
manager of each branch was responsible to the com- 
pany's works director. Certain parts of the ‘Power 
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Maid' were made in the gas side. Materials for both 
branches were purchased through one buying mana- 
ger, and there was a common accountancy staff. The 
trading and profit and loss accounts and balance 
sheets embraced the activities of both branches 
without distinction. 

Mr Justice Pennycuick said (according to The 
Financial Times, December 3rd) that it was impos- 
sible to say that the Special Commissioners! decision 
was not justified. At the hearing in the High Court the 
company had sought to put in evidence additional to 
that in the stated case. The additional evidence соп- 
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sisted of two affidavits sworn by a solicitor and an ac- 


countant who had attended the hearing, and tending to 
show that the Commissioners had misdirected them- 
selves. The Crown objected to the affidavits being 
put in at all, but it was agreed that they should be 
read de bene esse. His lordship sid it was not com- 
peient for either party to file evidence in the High 
Ccurt to supplement the evidence in the stated case 
but he had nct wanted the company to feel shut out. 
However, even if the case stated had itself contained 
this affidavit evidence, he would still have held against 
the company. 





This is My Life... 
by Ап Industrious Accountant 


CHAPTER 306 


UR pension scheme has progressed steadily 

over many years, with contributions from the 
company quarterly and from the employees monthly, 
in different proportions, maintaining a steadily 
rising annual revenue. Outgoings have been smaller 
than anticipated, viewing them over long-term 
periods. If our pensioners live longer than in past 
decades— as actuarial figures prove – by contrast, of 
course, the mortality has improved and deaths in 
service are infrequent. 

Consequently our investments have risen to 
quite a substantial fund, and our stockbroker plays 
an important part in seasonal deliberations on our 
portfolio. He is a shrewd adviser, with the cheerful 
friendliness typical of a profession which is re- 
munerated whether we buy or whether we sell, and 
our holdings have generally looked impressive on the 
cost price/market value ratios. True, the ratio has 
faltered somewhat this year, for obvious reasons, but 
he points out reassuringly the silver lining, to wit, 
that we can now buy cheap for a change. 

He visited us recently for a review of our invest- 
ment policy. We have a basic minimum in Govern- 
ment securities, variable percentages in ‘blue chips’ 
and unit trusts, and the balance in equities where we 
dabble somewhat in optimistic efforts to secure 
capital appreciation. Our stockbroker usually has a 
file of new issues or glowing recommendations culled 
from various sources, and we listened respectfully 
to his appraisal of industries, banks, insurances and 
во on. 

Nowadays there's ample security in properly 
constituted pension schemes for the worried family 
man trying to save for the rainy days of old age, 
unlike the schemes of last century which were baited 
traps. Charles Dickens touched lightly, in passing, on 
a typically fake-prosperous façade. In 1843 he 
introduced readers of Martin Chuzzlewit to one 
Montague Tigg, a highly-coloured adventurer, 


shabbily genteel, dirty and jaunty, who commenced 
by endeavouring to borrow a crown from Pecksniff, 
and by degrees came down ‘to the ridiculously small 
amount of eighteenpence’. Later he was found 
pawning his shirt. After such an undignified origin, it 
is surprising to meet him two hundred pages later 
as the chairman of the newly-established and pros- 
perous Anglo-Bengalee Disinterested Loan & Life 
Assurance Co. 

Iasked our stockbroker if he had ever heard of that 
institution, but he merely looked non-committal. Yet 
it was a well-known firm in its day, with paid-up 
capital of “а figure of two, and as many oughts after 
itas the printer can get into the same line’, Its window- 
dressing was superb. Mr Tigg’s property in Bengal 
was amenable to all claims upon the company, the 
preserve of tigers alone being worth a mint of money. 
Ав he said, provided it was done on a sufficiently 
large scale, he could make a show without any money 
at all. The office had ‘green ledgers with red backs, 
like strong cricket balls beaten flat’; the circulars to 
the public proved that ‘any connection on your 
pact with this establishment must result in a per- 
pecual Christmas Box and a constantly increasing 
bonus to yourself’. Tigg’s comment that ‘we com- 
panies are all birds of prey’ was almost unnecessary 
and far from surprising, seeing that his motto was 
‘bolt’ if trouble should loom up. 

Anglo-Bengalee’s aim was to collect from their 
trusting clients the maximum amount in annual 
insurance premiums before impending liabilities 
necessitated implementing the motto. Needless to say, 
the time soon came. The gruesome fates of Tigg and 
his fellow conspirator are told luridly in the melo- 
dramatic detail beloved by the Victorian reader. The 
oniy consolation I received in my professional 
capacity was the fact that the secretary, a fast mover, 
escaped with the loot. He was, in fact, the pawnshop 
clerk of the early chapter, but at least he displayed 
the ability to tot his columns, interpret his bank 
account, and see the shortage. 

Remembering that in a day to come my own bread 
and butter will depend on the solvency of our own 
pension fund, I’m glad we’ve something better than 
Anglo-Bengalee in our portfolio. We congratulated 
ou- stockbroker on his acumen; he disclaimed all 
tiger preserves in his menagerie. 
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Current Law 


Severability of Contract for Sale of Goods 


SELLER in Hong Kong agreed with a 

buyer in England for the sale by a c.i 
contract of 140 bales of cloth. The contract 
provided for shipments in February 1961, and each 
shipment was to be deemed a separate contract, which 
meant that the seller had an option to perform the 
contract by making one or more shipments. All the 
bales were shipped on the same ship on the same 
date znd were numbered 1 to 140 consecutively. But 
owing to a quota system operating in Hong Konz, 


' the seller had to use two quotas and to use two 


separate sets of documents, including invoices ard 
billa of lading, one set covering the bales numbered 
1 to 7o and the other covering the bales numbered 
71 to 140. All the documents were forwarded as one 
set to the buyer and the correspondence showed that 
the parties agreed to deal with the goods as one ship- 
ment. Nevertheless, the buyer accepted delivery of 
bales x to 7o but refused to accept delivery of bales 
71 to 140, on the ground that they failed to conform 
to the contract description, and claimed to be entitled 
to do so on the basis that there were two shipments 
and therefore two separate contracts. 

n Rosenthal & Sons Ltd v. Esmail (trading as 
H. M. H. Esmail & Sons) (11965] 2 All E.R. 86с), 
the House of Lords held on the facts that the appellant 
(the buyer) had not proved that bales 71 to 140 weze 
not in conformity with the contract and so was not 
entitled to reject them, and this was enough <o 
decide the matter in favour of the respondent (the 
seller). But their lordships also considered the 
question of the severability of the contract, which 
turned on the construction and operation of secticn 
11 (1) ©) of the Sale of Goods Act, 1893, the effect of 
which is that, where a contract is not severable, ard 
the buyer has accepted the goods, or part of ther, 
he cannot, unless there is a term of the contract which 
permits him to do во, subsequently reject the goods 
and treat the contract as repudiated, but can on.v 
treat as a warranty a condition in regard to which 
the seller is in breach. 

On the facts of the case their lordships by a majori 
(Lords Reid, Upjohn and Pearson; Lords Hodscn 
and Guest dissenting), held that there was on.y 
one shipment and hence only one contract. The effezt 
of section 11 (1) (c), as applicable in the present case, 
was that the contract was not severable merey 
because the seller had an option to make it one 
transaction or divide it into two or more transactions 
by the mode of his performance, and it was necessary 
to consider how the seller had exercised his орбоз, 
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{ 
the material time being the time at which the buyer 
must decide how he was to treat the seller’s breach of 
condition. 


Unacceptable Condition in Charitable Gift 
HE testatrix in Re Lysaght, Hill and Another v. 
Royal College of Surgeons of England and Others 

([1965] 2 All E.R. 888) gave to the Royal College 
of Surgeons of England as trustee an endowment 
fund, the income of which was to be used in establish- 
ing and maintaining studentships. The bequest 
contained a number of directions, including a con- 
dition that a student must not be of the Jewish or 
Roman Catholic faith. 

Buckley, J., found that it was of the essence of 
the gift thar the College should be the trustee, but the 
College wzs not prepared to accept the gift on the 
terms of the will because the provision that a student 
must not be of the Jewish or Roman Catholic faith 
was ‘so invidious and so alien to the spirit of the 
college’s work as to make the gift inoperable in that 
form’. Unless therefore this provision could be 
omitted from the gift, it was bound to fail. 

His lordship found that the condition was not 
void, either as being uncertain or as being contrary to 
public policy. But he found that it was not an essential 
part of the directions given by the testatrix and he was 
therefore able to direct a scheme giving effect to the 
testatrix’ general charitable intention, vis., a paramount 
intention to found a medical studentship with the 
College as trustee, omitting the condition in question. 


Concurrent Jurisdiction to Wind Up 

R? Filby Bros (Provender) Ltd ([1958] 2 АП 

E.R. 458), which was considered in these columns 
under the above heading!, was distinguished by 
Pennycuick, J., in Re Audio Systems Lid ([1965] 
2 All E.R. 919). Basically, the circumstances of the 
two cases were similar: that is to say, in each two 
petitions were presented for the winding-up of the 
company, one in the High Court and one in the 
County Court. In Re Audio Systems Ltd the High 
Court petition was presented on May 17, 1965, and 
a petition was presented in the Birmingham County 
Court on the following day. The date for hearing of 
the High Court petition was June 21st, while the 
County Court petition was not due for hearing until 
July 2oth. In that respect the case differed from the 
earlier one, where the County Court petition was 
due to be heard only a few days after the hearing in 
the High Court and Roxburgh, J., having transferred 
the County Court proceedings to the High Court 
and made an order on both petitions, added a direction 
that in the event of notice of opposition being given 
in the Couaty Court an immediate application should 
be made to him, presumably in order that an opposing 
creditor might have an opportunity of putting his 


› See The Accountant for January 3181, 1959, page 131. ' 
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case before the Court before the winding-up order 
had been drawn up. In Re Audio Systems Lid, there 
had been no notice either in support of or in opposi- 
tion to the County Court petition, while in the High 
Court no one had appeared except the petitioner and 
the County Court petitioner in support of him. 
Pennycuick, J., thought that the procedure adopted 
by Roxburgh, J., was not practicable, on the dates in 
the case before him: it would be unworkable, and 
indeed misleading, to make an order on the County 
Court petition and leave it open to creditors who might 


ACCOUNTANT 


wish to do so to give notice of opposition in the County" 


Court proceedings and for an application then to be 
made to the Chancery Division. It would plainly not 
be practicable to reopen the winding-up say three or 
tour weeks hence. Accordingly, his lordship made a 
winding-up order on the High Court petition, trans- 
ferred the County Court petition ta the High Court, 
and ordered that the costs of the petitioner on that 
petition be реза out of the assets of the company in 
the winding-up and that all further proceedings 
thereon be stayed. 





Reviews 


Short-term Forecasting 


І.С.І. Monograph No. 2. (Oliver & Boyd Ltd, 
Edinburgh. 12: 6d net.) 


This monograph is the second in a series prepared 
by certain members of the I.C.I. research staff who 
.are concerned with research into mathematical and 
statistical techniques. 

The authors have set out to describe a method — 
due to Holt — which makes it possible to forecast 
quickly, and reasonably accurately, stock require- 
ments and production demands. These forecasts are 
essentially of a short-term nature. They will need to 
be prepared weekly or monthly, and up-dated 
regularly. T'he technique, then, must be one that is 
able to respond fairly quickly to changes in trend; 
it must, on the other hand, not be unduly influenced 
by one set of unrepresentative figures. 

Most short-term forecasting techniques have used 
some variation of the weighted moving average 
method. The essential feature of Holt’s method is that 
the weighting is exponential. It can fairly be claimed 
that this method is very successful in practice. This 
will come as no surprise to those who are aware of the 
significance of the exponential function in all work 
of this sort. 


Casebook of Office Efficiency 


Edited by Laura Tatham, (Business Publications Ltd, 
London. 35s net.) 


If you wish to install a vending machine for hot and 
cold drinks and snacks in your factory (as did Rolls- 
Royce), to employ an office contractor to transform 
empty premises into a busy, impressive suite in ten 
weeks (as did Encyclopaedia Britannica), or to elimi- 
nate leg-weary messengers by investing in an auto- 
matic document conveyor system which distributes 
pabers in a twenty-storey office block (as did the 


Royal Assurance group), this book tells you how to go 
about it. 

Among other industrial 'amenities' listed are 
unobtrusive background music, high-speed maehines 
both to open incoming and dispatch outgoing mail, 
portable walls and radio ‘transceivers’ by means of 
which firms can keep in touch with outside mes- 
sengers. For the executive who wishes to give his 
steff a collective Christmas present here are, in all, 
ninety bright suggestions some, no doubt, more wel- 
come than others to the intended recipients. 


Inventory of Generally Accepted Accounting 
Principles for Business Enterprises 2 

by PauL Grapy. (American Institute of Certified 
Public Accountants, New York. $4 cloth bound; 
$3 paper bound.) 


The author of this impressive volume was Director 
of Accounting Research of the American Institute of 
Certified Public Accountants, and although that body 
admits to being no more than the foster parent of the 
venture, the fact that it is published under the C.P.A. 
imprint does, if only by association, give it added. 
authority as an admirable example of definitive 
accounting literature. More particularly is this so 
because the author has drawn freely on the bulletins 
and opinions of committees of the American Institute. 

It would be invidious to draw comparisons with 
the English Instifute’s Recommendations on Ac- 
counting Principles, for each publication is a model 
of its kind, but 1t is fair comment to remark that the 
American author has obviously felt able to adopt a 
more catholic approach to his selection of subjects 
for inclusion in his list of recommendations. 

'Thus, such diverse matters as the sources and 
application of funds statement and the American 
Institute's Terminology Bulletins are to be found 
rubbing shoulders with authoritative pronouncements 
by the American Accounting Association and the 
Securities and Exchange Commission. 

British accountants will inevitably find that some 
of the sections are of limited interest to them because 
of the differing legal requirements and practice of the 
two countries, but this should not deter them from 
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studying the many chapters that are relevant to their 
own problems. Indeed, it is the differences of practice 
that often deserve the greatest consideration. For 
example, whilst we are told that the recommended 
usage of the word ‘reserve’ accords completely with 
that adopted in the British Companies Act, the 
American branch of the profession, by implication, 
eschews ‘provision’ as an acceptable addition to its 
vocabulary in favour of a more positive description 
of the nature of the prospective liability. 

Now that many United Kingdom accountants have 
grown accustomed to the unfamiliar terminology, the 
study of American publications has become less of an 
ordeal, and in this particular book the excellent 
typography and layout has made no mean contri- 
bution to the task. 


British ExportPerformance: А comparative study 
by S. J. WeLs. (Cambridge University Press, London. 
455 net.) 

In view of the importance of increasing United 
Kingdom exports at the present time, any study 
which can provide some guidance as to the means 
whereby the necessary increase can be achieved is to 
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be welcomed. Dr Wells’s study provides a detailed 
analysis of United Kingdom exports during 1953-59, 
by area and by product, in which the relative per- 
formance of individual industries in a large number 
of export markets is compared. The author then 
compares the performances of other trading nations, 
in particular Jepan and Western Germany whose 
policies, he avers, contributed more to their nationals’ 
export performances than did the restrictive policies 
of the United Kingdom Government during the 


19508. 

Fhe thoroughness and detail of this work is 
reflected in the eighty-one tables and several charts 
used to illustrate the argument. For any reader . 
seriously interested in export trends, Dr Wells's book 
is a mine of information although inevitably some of 
the material is somewhat dated. There is, however, 
no reason for believing that his findings or his con- 
clusions are inappropriate to present needs. 


In our review of Dymond's Death Duties (fourteenth 
edition) in the November 27th issue, we regret that 
the price of the two volumes was incorrectly stated as 
Хто тоз irstead of £11 115. 





Finance and 
Commerce 


Plessey 


HERE is a key figure in most company accounts 
but in those of The Plessey Company, from which 
this week’s reprint is taken, there is a key figure which 
those responsible for the accownting procedures 
within the group clearly consider unlocks a most 
important door. The figure is £492,286 for supple- 
mentary depreciation deducted from net taxed profits. 
Note 2 to the profit and loss accounts and note 15 
to the balance sheets are the key to the key. The com- 
pany's thinking on the point is best left to the words 
of the chairman, the Earl of Kilmuir, in his statement 
with the accounts. As at July 1st, 1964, he reports, 
practically all the fixed assets of the group’s United 
Kingdom subsidiaries (other than rental equipment) 
were revalued, the land and buildings by professional 
valuers, and plant and equipment by the company's 
officials. | 
Following negotiations with the Revenue authori- 
ties, the opportunity was also taken to rationalize the 


bases of valuation of stocks and work in progress of 
the U.K. companies. The result of these changes, 
which were intimated over a year previously, ‘is to 
give a better perspective of both asset values and 
profitability.’ 


Rationalizing 

Had the change in bases of stock valuations been 
effective in the previous year, pre-tax profit, it is 
estimated, would have been £200,000 higher than the 
£13,001,029 actually shown for 1963-64. At the 
annual meeting it was explained that, following 
the merger with the Automatic Telephone & Electric 
and Ericsson Telephones companies, it was essential 
that the group stock valuation basis should be rational- 
ized 


Since then, the group order book has grown sub- 
stantially end includes an ever-increasing number of 
long-term contracts. It had already been found 
necessary to report to management on a different 
basis from that used in the statutory accounts and it 
was decided, as far as practicable, to bring manage- 
ment and statutory accounting into line to give a 
better and more consistent report to shareholders. 

The decision to do so was taken in 1963 but, as the 
change had to be negotiated with the Revenue 
authorities, it was not possible to present the 1963-64 
accounts on the new basis. “The result of rationalizing’ 
the chairman stated, ‘is that the profits for the year 

(Continued on page 782.) 
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THE PLESSEY COMPANY LIMITED AND SUBSIDIARIES 
NOTES ON BALANCE SHEETS 





1965 1964 
7. SHARE CAPITAL OP THE PLESSEY Issued and Issued and 
COMPANY LIMITED Authorised fully рад , потоне fully paid 
3 Cumulative Preference Shares of £1 exch 250,000 250,000 250,000 250,000 
JA Cumulative Second Preference Shares of £1 each 1,000,000 1,000,000 1,000,000 1,000,000 
rdinary Shares of 10/- each 48,750,000 39,172,808 48,750,000 36,534,959 





50,000,000 40,422,808 50,000,000 37,784,959 














Ordinary Shares of 10/- each— М 
3,273,637, Ordinary Shares were issued on 31st December, 1964 on conversion of £5,935,159 of 5% Convertible Unsecured Loan Stock 1971/74 (Sea 
otes B an А 


At 30th June 1 certain executives had bought options to purchase 968,700 unissued Ordinary Shares of 10/- each exercisable between tet July 1965 
and 1st March 1970 at prices 10% greater than the market price at che time of purchasing the options, 








The Company 
8. SHARE PREMIUM 3 and the Group 
At 30th June, 1964 11,556,680 
Premium on Issue of Ordinary Shares of 10;- each (See Notes 7 and 11) 3,297,310 
• 14,853,990 
9. CAPITAL RESERVE—GENERAL The Group . 
At 30th June, 1964 586,550 
Sundry Capital Profits 24,322 
Surplus arlsing on valuetions— 
Land and Buildings 7,954,134 
Plant and Machinery 689,091 
Stock and Work in Progress 2.599,809 
11,243,034 
Deduct: Adjustment to standardise the depreciation policy for the U.K. companiss of the 
Group reduced у £16,000 thereby -aleased from Tax Equalisation account 185,608 
Tax adjustment on Stock and Work in Progress valuation 57,193 
Transfer against Goodwill . 11,000,233 
610,872 
10. REVENUE RESERVE—GENERAL The Company The Group 
At 30th June, 1964 4,500,000 8,750,000 
Appropriation from Profit and Loss Account 3,300,000 4,000,000 














it. 5% CONVERTIBLE UNSECURED LOAN STOCK 1971/74 

The basis of conversion is elghty Ordinary Shares of 10/- each for £90 of Loan Stock. £5,935,159 of Loan Stock was converted on 31st December, 1964 ins 
Note 7). The final date for conversion of сле Loan Stock Into fully paid Ordinary Shares is the 31st December, 1965. The Company may at any time after 
3rd December, 1971, redeem outstanding —оал Stock at £101 per cent. Any rema.ning Loan Stock is repayable at par on 31st December, 1974. 


12. 34% FIRST MORTGAGE DEBENTURE STOCK 1965/75 

This Debenture Stock relates to Ericsson Telephones Limited and Is secured on сле assets of that company by а legal morcgage on freehold property and 
bya floating charge on the remainder of the assets but subject to a floating charge in favour of that company’s bankers to secure advances in the ordinary 
course of business. 


13. OTHER MORTGAGES AND DEBENTURES 
The other Mortgages and Debentures ага In respect of overseas subsidiaries, Trey are repayable over various periods not exceeding ten years and are 
sacured by charges on the assets of the st bsidiarles, 


14 CREDITORS . 
This Includes £497,907 payable in respect of the cost of subsidiaries acquired during the year. There is a further liability not provided for In the Balance 


Sheets which із payable as and when the amount is determined, This is not expected to exceed £500,000 and wili be in respect of tangible assets to be 


acquired. . 
15, LAND AND BUILDINGS, PLANT AND EQUIPMENT — 1964 
Assets Assets Total at Total Total 
at at Valuation at at 
Valuation cost or cost Cost Cost 
Valuation or Cost £ £ Ё Ё Ё 
Land and Bulldingx 22,291,162 4,955,744 27,246,906 14,773,090 13,770,149 
Plant and Equipment 26,117,746 9,393,431 35,511,177 30,303,428 26,441,685 
Equipment on Rental — 11,337,952 11,337,952 11,337,952 9,815,350 


48,408,908 25,687,127 74,096,035 56,414,470 50,027,194 

















Accumulated Depraciation 

Land and Buildings 7,470,141 443,690 7,913,831 2,952,424 2,992,107 
Plant and Equipment 18,543,643 2,965,351 21,508,994 16,811,526 14,257,638 
Equipment on Rental — 5,384,953 5,384,953 5,384,953 4,580,985 


26,013,784 8,793,994 34,807,778 25,148,903 21,840,730 














ок. a 22,395,124 6,665,798 29,060,922 21,038,232 19,380,469 
— 10,227,335 10,227,335 10,227,335 8,805,925 





m n 
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THE'PLESSEY COMPANY LIMITED AND SUBSIDIARIES 
NOTES ON BALANCE SHEETS 





Bases of Valuation or Cost 


X Assets at valuation 
Land: As valued by the professional valuers as at 30th June, 1964. 
B Bulldings: The present day cost of replacing the facilities offered by t he existing bulldings as at 30t June, 1964 in accordance wizh professional 
u ons. 
Plant and Equipment: As calculated by the Company's officials having regard to original cost and the movement in price indices since the dates of 
acquisition up to the 30th June, 1964. 
Assets at cost 
All overseas Fixed Assets are Included under chis heading. In the U.K. this comprises certain short leases. properties about to be sold, Equipment on 
Rental and all additions to Fixed Assets since 30th June, 1964. 
Total at cost 
This comprises all Fixed Assets at original cost.to the Group or original cost to certaia subsidiaries before they became members of the Group. 


Bases of Accumulated Depreciation 
Assets at valuation 
Land: No depreciation is applied to freehold land. 
Buildings: Depreciation to Boh June, 1964 has been assessed at the amount required to reduce replacement cost to going concern value as deter- 
mined by professional valuation. 
Plant and Equipment: Depreciation has been calculated on replacement cost. 


Assets at cost (including equipment on rental) 


Depreciation has been calculated on original cost e 
Depreciation since 30th June, 1964—4ee Note 2. 
е 1965 1964 
16. GOODWILL The Group The Group 


n The excess of che cost of shares in subsidiaries over the book amount of the net tangible assets of thosa companies at the 
с dates of acquisition— 








At 30th June, 1964 17,877,852 11,136,520 
Additions during the year 1,134,713 6,741,332 
19,012,565 
Deduct: Surplus arising on valuations—transfer from Capital Reserve (Note 9) 11,000,233 — 
8,012,332 17,877,852 
17. "SUBSIDIARIES NOT CONSOLIDATED The Group The Group 
Investments at Cost 4,017,344 — 
Amounts due by subsidiaries 1,800,671 — 
5,818,015 = 
Deduct: Amounts due to subsidiaries 11,466 — 
5,806,549 — 





Plessey Radar Limited whose financial year ended on 31st March, 1965 and The Telegraph Condenser Company Limited whose financial year ended on 31st 
December, 1964 were acquired as from 31st March and 6th Мау, 1965 respectively. 

No dividends have been received from these subsidiaries. It was impracticable to produce audited accounts of these companles for the post-acquisition 
period ended 30th June, 1965 (see Note 1). 


ys TRADE INVESTMENTS The Group, £ The Group £ 
Unquoted Trade Investments at cost 1,930,434 1,751,044 


Deduct: Amounts written off 140,633 140,483 


1,789,801 1,610,561 
Share of a Joint venture representing an interest in Buildings arising on the sale of a trade 


investment 512,912 524,781 
Deduct: Share of the Bank Overdraft secured thereon by Joint and several liability 266,504 E 301,335 
246,408 223,446 
2,036,209 t 1,834,007 








There is a contingent llability in respect of the Jolng and several Ilability of £133,252 (1964 £150,667) which is noc expected to result in a loss. 


19. STOCK AND WORK IN PROGRESS, LESS PROGRESS PAYMENTS 


Stock and work In progress Includes a larger proportion of overheads than at 30th June, 1964 following rationslisation of the bases of valuation used by 
U.K. companies Including the method of assessing the value of slow moving stocks. The effect of zhe change in bases has been to increase the valuation of 
Stock and Work In Progress at 30th June, 1965 by £3,900,000. The corresponding increase at 30th June, 1964 was £2,599,809, which has been credited to 
Capital Reserve. Our U.K. companies now conform to a uniform policy incorporating those existing praccices which had best regard to the requirements 
of the business and to the types of contract undertaken, including those of a long-term nature. 

All valuations are at the lower of cost and net realisable value. Progress payments amount to £5,876,794 (1964 £4,554,617). 


20. SUBSIDIARY 


The financial year of an overseas subsidiary ends on а date other than 30th June and accordingly special audited accounts at that date have, wich the con- 
sent of the Board of Trade, been used for the purposes of consolidation. 


~“. EXCHANGE CONVERSION RATES 


The Assets and Liabilities of the Overseas Subsidiaries have been converted as follows— 
{a Fixed Assets at the rates ruling when the Assets were acquired. 
b) Current Assets and Llabilities at the rates ruling at 30th June, 1965. 


22. CONTRACTS FOR CAPITAL EXPENDITURE 
At 30th June, 1965 outstanding Contracts for Capital Expenditure of the Group amounted to £1,E20,000 (1964 £1,300,000). 
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under review have not >een substantially understated 
as they would have been if this step had not been 
taken.’ 


Significant Form 

But the main point in the accounts turns on depre- 
ciation, ‘where it will be observed’, the chairman says, 
‘that we have adopted -vhat we regard as a significant 
_ form of presentation’. 

Comparison with previous years ‘and indeed with 
other companies who have not introduced the re- 
valuation of fixed assez into accounts’, is preserved 
by charging depreciation, based on original cost, 
against profit before 6х. The additional, or supple- 
mentary, provision fo- depreciation on the higher 
fixed asset value brought into the accounts ‘is shown 
as a special item but, since this inflation cost is not 
recognized for tax purposes, it is deducted from profit 
after taxation’; and, tte chairman adds, ‘to carry this 
burden our U.K. companies, taking corporation tax 
at 40 per cent, had -o set aside the equivalent of 
£820,000 before tax’. 

‘There is an urgert need’, Lord Kilmuir com- 
ments, ‘that the insid ous but nevertheless very real 
cost of inflation be recognized and dealt with as a 
normal accounting practice in statutory accounts, 
just as it needs to be in accounting for management 
purposes. Failure to © this has contributed to many 
misconceptions on сазна! employed and the profits 
necessary to sustain a business in good health and to 
bring home the fact that business is being taxed on 
fictitious profits.’ 


Pointing the Score 
The function of ths column is, so to speak, to 
conduct the orchestr: rather than write the music. 
The score is writter in the evolution of account 
presentation in term: of changing fashion, thought 
and concept. The conductor of an orchestra some- 
times points a passage to a greater extent than the 
composer may огівтлаПу have intended, but the 
Plessey composers have undoubtedly pointed their 
own score in no uncertain a manner. 

If the Plessey obje-t is to force home their point — 
and obviously it is — then they have certainly not 
held back in any war. There is no purpose in doing 
во if the object is to shock. Historical cost versus 
replacement cost is 2 seemingly unending argument, 
but any company which decides to present its statu- 
tory accounts on a replacement cost basis can present 

- a firm case for going the whole hog, as Plessey have 
done, by showing the supplementary depreciation 
as a deduction from: taxed profits. 

This is particularly so if the worth of depreciation 
allowances is to be devalued through the change in 
the taxation system. In this connection the recent 
survey of the Confeleration of British Industries on 
investment incentives is pertinent, the view expressed 
being that the value of investment allowances should 
«be restored to the level at which it stood before the 
last Finance Act. | 
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CITY NOTES 


i iss three-week Stock Exchange account began 
nervously for a variety of reasons. The rise in the 
United States Bank rate, consequent uncertainty in 
sterling, the ruling out of any еїгїу Bank rate reduc- ^ 
ton here, continuing doubts on the Rhodesian 
sxuation and accumulating evidence of pressure on 
industrial profit margins, made a forbidding list of 
bearish influences. 

Having fallen relatively heavily the previous week, 
the equity market was better able to withstand new 
developments than the gilt-edged section and, 
a.though equities steadied at the lower levels, there 
is now a far less bullish atmosphere in the equity 
sections than there was two weeks ago. 

Activity in the unit trust sphere is currently a sup- ` 
forting prop to the equity market, but most brokers 
are taking a guarded view of basic equity trends over 
the next few months and there is already talk of a 
tough Budget ahead. Such talk seems well founded: 
zgainst the background of recent comment by the X 
Chancellor of the Exchequer. 


RATES AND PRICES 
Closing prices, Wednesday, December 8th, 1965 
Tax Reserve Certificates: interest rate 28.11.64 34% 


Bank Rate 
Моу. 2, 1961 6% Jan. 3, 1963 4 
Var. 8, 1962 sł% Feb. 27, 1964 5 
Маг. 22, 1962 2 Nov. 23, 1964. 7 
April 26, 1962 4% June 3, 1965 64 
Treasury Bills 
Det. 1 £s 8s 5:8ad% Novis £5 9r 2'674% 
Det. 8 5 g то'аба Nov. 12 £5 98 4'094%— 
Det. 15 5 2'874% Nov. 19 5 9: 2:9049% 
Det. 22 5 9s o6ad% Nov. 26 5 75 10:724% 
Det.29 45 9:594% Dec.3 ўз 7 5'324% 
Money Rates 
Day to day HE do Bank кон 4 
7 days 44-54% 2 mon 
Fine Trade Bills 1 3 months 5 5 
3 months 7-7%% 4 months sis H? 
months Тре Š months sisi) 
months 71-395 
*Foreign Exchanges 
New York 2:804 Frankfurt irazo0]s 
Montreal zorii Milan 17504 
Amsterdam тозоў Oslo 20°01 
Brussels 139:06 Paris 13:73 
Copenhagen 19:501 Zürich 12'09% 
Gilt-edged 
Consols 49 62 Funding 3% 59-69 
Consols 2 % 381 Savings 3°% 60-70 
99 Savi 


Conversion 3 # 1969 91 Treasury 5% 86-89 83 
Conversion 33% 3$ ‘Treasury 34% 77-80 74% 
Funding 54% 82-84 92k ‘Treasury 307 79-81 7h 
Funding 4% 60-90 924 reasury % . 3 
Funding 3 Jy 99—4  s59ixd Victory 4% 96r 
ding 3% Ol ts ar Loan 349% 53 


m 
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—we pay ours by CREDIT TRANSFER’ 
Life is simpler for all concerned now that our weekly-paid staff have agreed to accept 
payment through the bank. For them, it means less likelihood of loss. For our cashiers' 


department, the hazard of moving large sums of cash is avoided. For our accounts depart- 
ment, it means just one cheque, to cover the whole payment —thanks to Credit Transfers. 


HOW CREDIT TRANSFERS CAN HELP YOU PAY THE WAGES 


‘Your accounts department makes out a Credit, Transfer slip payable 

to each staff member through his or her bank. These are listed and totalled, 
and one cheque is made out. You then send this one cheque, 
with the list and the Credit Transferg to your own 
bank— who will then do the reat by sending 

out the various Credit Transfers to the banks 
concerned. The movement of large amounts 

of cash is avoided and clerical man-hours savings 
are immense, Exactly the same principle 

— and benefit —applies in the case of salary 
payments, of course. 







Ask your bank about 


Credit Transfers 


part of the comprehensive system for the transmission of money operated by the Eleven Clearing Banks 


BARCLAYS BANK - COUTTS & CO- DISTRICT BANK - GLYN, MILLS & CO - LLOYDS BANK - MARTINS BANK • MIDLAND BANK 
NATIONAL BANK - NATIONAL PROVINCIAL BARK - WESTMINSTER BANK - WILLIAMS DEACON'S BANK 


1 
. 


RANKINC AND SPICER’S 


Company Law 


by H. A. R. J. WILSON, F.C.A. 
and T. v. SOUTH, B.A. ` 
of the Middle T=mole, Barrister-at-law | 


'This book contains a complete explanation of 
company law. It deals detail with the 
registration of a company, share capital, 
memorandum and articles of association, 
mortgages and debentures, books and accounts, 
the liabilities of liqridators, etc. 


*The book is extremely good value... . this 


edition will certainzy remain a standard work 


for some time to come.’ — Accountancy 


Price 25s Post free 875 


HFL (Publishers) Ltd 


IO EARLHAM STREET, LONDON WC2 


All fo-ms of 
ANALYSIS 
are our business 


Sales 
Purchases/Expenditure — 
Labour and Material Costs 
Stock Control 
Quescionnaires 
Orders/Sales Statements 
also Punching and 
Verifying Cards for users 


For azcuracy and reliability 
MADIC DATA PROCESSING SERVICE 


13-1E Sheet Street, Windsor. 
Telephone 83416 
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Why 
Worry 
2 


about the family 

about the house 
about school fees 
about the overdraft 

about a pension 


‘They couldn't be more important but you 
don't have to worry If you consult us. It . 
Is really quite simple. Let us explain. | 


THE SCOTTISH WIDOWS’ FUND 
AND LIFE ASSURANCE SOCIETY 


will be happy to suggest a plan for you 
to follow to secure maximum protection 
at minlmum cost. 


Head Offlce: 
9 St. Andrew Square, Edinburgh 2 


London Office: 
28 Comhill, E.C.3. Tel: Mansion House 5061 


West End Office: 
17 Waterloo Pldce, S.W.1. Tel: Whitehall 6041 | 


Funds exceed £220,000,000 





Please let me have details of the plan you suggest for 1 
I 
ЖОЛИ: penes eee neenon es ккк акаа, ЙЛЇЛЛОШ Obligation ¥ 


Lj eR МРОТ 1 > 


ADDRESS. «лаг ERO аварна обиље 


eee tT et PTT те ти 
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Netherlands Accountants Year-Day 


on the finance of developing countries, ensi гей 

a large attendance at this year’s Accountants’ 
Day Conference of the Nederlands Instituut ran 
Accountants on October 16th. 

Professor Lieftinck is now a legendary fig-re. 
While imprisoned by the enemy and with few 
facilities for study, he is believed to have thought.out 
the post-war financial reconstruction of the №ей »r- 
lands, which he was later able to introduce wher he 
was appointed Minister of Finance. The whole of 
the Dutch currency was, under his messu-es, 
suddenly made valueless. Those who were founc to 
hold large sums in currency ~ possibly throagh 

_. Collaboration with the occupation government o. in 
+ black market transactions — were taxed at high r_tes 
* on their enrichment. This accorded with the strzng 
patriotic and moral feelings of the commurity. 
During the week of change-over to the new сштессу 
each man, woman and child could spend no more 
than ten guldens (about twenty shillings) and iis 
too caught the imagination of all who had to meke 
do on so small a sum for so good a cause. Professor 
Lieftinck, who is now resident in the United Sta-ss, 
made a special journey to address the conference. 
The President of the Netherlands Institute, “Ar 
P. J. H. J. Bos, took the chair at the conferecce 
sessions in the new R.A.I. Congress Centre in -he 
south of Amsterdam, in the presence of the Minister 
of Economic Affairs and the Secretary of State Tor 
Foreign Affairs. 


Te presence of Professor Lieftinck, who spoke 


Overseas Representatives 


In addition to some eight to nine hundred memt=rs 
of the Netherlands Institute, there were present 
accountants from Austria, Belgium, Denmzak, 
Finland, France, Germany, Great Britain, Irelaad, 
Italy, Luxembourg, Norway, Switzerland and ле 
U.S.A. The Institute of Chartered Accountants. in 
England and Wales was represented by its President, 
Mr Robert McNeil, r.c.4., with Mr C. Evan-Jorzs, 
M.B.E., Secretary; the Scottish Institute by ‘Зе 
President, Professor R. Browning, C.B.E., M.A., LL 3., 
СА with Mr E. Н. V. McDougall, Secreta-7; 
the Irish Institute by Dr Н. №. Robinson, B.COM <., 
LL.B., F.C.A., President, with Mr C. E. Pold-a, 
Secretary; and The Association of Certified a-d 
Corporate Accountants by Mr G. L. Barker, F.A.C.C.x., 
President, with Mr Ес C. Osbourn, M.B.E., B=., 
LL.B., Secretary. 

The American Institute was represented by Ме 
W. Williamson, c.p.a. For the Union Européenne ces 
Experts Comptables Economiques et Financie-s 
(U.E.C.), there were present Mr Н. C. Ттебез, 
President; two Vice-Presidents, Monsieur Е. 


Archavlis, of France, Herr K. A. Ziegler, of Austria; 
and four members of the executive committee, Dr 
А. Bottelli, of Italy, Dr W. Elmendorff, of Germany, 
Mr К. 6. Jensen, of Denmark, and Monsieur Marcel 
Masson, of France; with Herr M. Hoessli, of Switzer- 
land, 'Treasurer, and Professor Dr L. Perridon, 
Secretary-General. 

Mr Douglas A. Clarke, LL.B., Е.С.А., and Monsieur 
F. M. Richard, President of the forthcoming Ninth 
Internaticnal Congress of Accountants, also attended 
as guests of the Netherlands Institute. 

PRESIDENT’S ADDRESS 
The President, Mr P. J. H. J. Bos, in the course of his 
opening address to the conference, said: 

The Netherlands Institute of Accountants com- 
pleted its seventieth year on January ist, 1965. We 
have not celebrated this anniversary, although privately 
we have been assured of distinguished and highly 
valued interest in this event for which the Council is 
very grateful. We are appreciative of the fact tbat 
during these seventy years accountancy in the 
Netherlands has met with recognition, both nationally 
and internationally. Е 

Since the seventy years behind us are undoubtedly 
worthy of study and description, I would be very 
pleased if such a study were to be undertaken and 
published in the future. J draw attention to this 
because tke accountant's profession is, I think, going 
through an important period of development both in 
its organization and in its scope. The Netherlands 
Register Accountants Law enacted in 1962 will have 
important consequences on the way in which the 
accountant's profession is being organized as one of 
thg free professions in this country. Regulation of the 
profession under private law will be dropped and will 
be superseded by a status under public law. 


New Institute of Register Accountants 


If all the indications are reliable, the Order to be 
known as ‘the Netherlands Institute of Register 
Accountants’ is intended to be the future professional 
organization, which will largely, if not completely, take 
over the duties of the bodies whose members will be 
united in the O-der. Although the law allows much 
freedom to the future Order, a certain measure of 
Government control presenting itself ss a limited 
degree of preventive supervision but also with the 
possibility of repressive measures, is unavoidably 
attached to the public law status. 

It is the view of the Council of the Institute that 
this regulazion will only operate properly if the pro- 
fession is able, in the greatest possible degree, to assert 
the autonomy guaranteed by law — its ‘sovereignty in 
its own circle’. The activities of members of the Order 
and its institutions will remain necessary, to the 
same extent as they have been for our Institute in the 
past years, in order to develop our profession further 
and in order to be able to continue to meet the higher 
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demands of the dynam c development we are today 
observing in so many ficlds. 

The transitional provisions of the Register Account- 
ants Law came into force on December 1st, 1963, and 
the Order becomes fully operative on a date subse- 
quent to December rst, 1966. The members of the 
Order will be ‘register accountants’. Only those 
recorded in the register of accountants prescribed by 
law will have the right со use this designation. Apart 
from entry in this rezister under the transitional 
provisions of the Ас, a university accountancy 
qualification or the diploma granted by the Order 
itself will be required fcr enrolment. 

The Order will be responsible for the holding of 
examinations and for providing an opportunity to 
read for these examfhations. The committee of 
admission and the committee of appeal, which have 
meanwhile been instituted, will decide who will be 
recorded in the register of zccountants under the 
transitienal provisions. With more than a little interest 
we look forward to the cecisions of these committees — 
particularly as regards those who have applied for 
entry in the register without Folding an accountancy 
diploma guaranteeing sufficient qualifications in 
accordance with the lav. 


Regulation of Non-members 


I would further refer to the promise made by the 
Government to the Stetes-General when considering 
the Register Accountan-s Law, to the effect that it will 
endeavour to introduce statutcry regulation for those 
who cannot be admitted to the register or have not 
applied for registratior. In general this would be a 
regulation for those whe do not meet the legal require- 
ments for entry in the register of accountants. 

A committee was set up earlv in 1963 under the 
presidency of Professor Dr J. Brands, which had the 
task ‘to sound the extent and importance of the need 
of small and mediurm-sized businesses and social 
institutions for services in the field of accountancy 
and related activities" This committee issued its 
report in March 1964. 

Ву a decree dated "une 26th, 1964, a new cBm- 
mittee was formed — the ‘committee on the statutory 
regulation of non-regist=r accountants’ — likewise under 
the presidency of Professor Brands. This committee, 
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generally called the Brands Committee II, has not yet 
finished its task. In these circumstances I do not wish 
to give an opinion on the desirability or the need of a 
stetutory regulation such as is intended here. I merely 
pont to the difficult task with which the Brands 
Ccmmittee IT is confronted, ngmely, to define the 


function and work of those falling within the con- 


templated statutory regulation and to determine the 
minimum qualifications to be met; all this on the 
basis of the report issued by the Brands Committee I. 

Ihe Council of the Netherlands Institute is Jooking 
forward to the report of the Brands Committee II with 
great interest. 


Organization and the Accountant 


I have already pointed out that the dynamic develop- 
ment we are observing today in so many fields con- 
fronts the accountant's profession with many prob- 
lems. If the accountant is to continue to perform 
efficiently his auditing function and the glosely 
re.ated function of adviser to managements of enter- 
prises, he will have to take this development into 
account. This development not only refers to the 
development of technical aids and automation, but also 
to the way in which decisions are taken within the 
framework of the policy outlined; it also comprises 
the whole range of information and instructions 
necessary for businesses to make rational administra- 
tien possible. It is, therefore, not surprising that the 
problem of specialization within the accountancy 
profession has presented itself, particularly in the 
field of accounting and organizing and in the wider 
field of internal organization. 

Му predecessor pointed out that the developments 
ccnfronting the accountant's profession in the Nether- 
lands are not confined to the frontiers of this country. 
Contacts with colleagues in other countries both 
at Institute level and by individual members continued 
tc take place in the past year. 

Although.the way in which the accountancy pro- 
fession is exercized in the various countries often 
d+ffers considerably, the mutual exchange of experi- 
ences, inter alia, at congresses, conferences and in 
study committees on which accountants from different 
ceuntries sit, will in the long run have a favourable 
effect. 


Indebtedness of Developing Countries 


Professor P. Lieftinck of the International Bank for 
Reconstruction and Cevelopment and of the Inter- 
national Monetary Fund, then addressed the con- 
ference on ‘Foreign debt of developing countries and 
their capacity to pay- How to accelerate economic 
growth in the less developed countries was now, a8 
never before, a problem of essential significance. Not 
without reason the reriod from 1960 to 1970 has 
been proclaimed as ‘tke decade of development’. 

The present gene-ation, he said, is becoming 
increasingly aware thet the world is confronted with: 


(1) a widening gap between the average living- 
standard in industrialized countries and in 

e countries emerging from more primitive 
economies ; 


(2) a growing disparity between the two groups of 
countries in welfare and in their influence on 
world events; 


(3) the need for the industrialized countries to 
realize better the special requirements for sound 
financing of economic growth in developing 

. countries and for raising their purchasing power. 


Developing countries were in need of foreign 
capital. Their power to create domestic capital was 
lmited bv low productivity and rapid growth in 
population. Capital goods, raw materials not obtainable 
Iocally and technical skills, all of which are needed for 
economic growth, cannot be financed merely by 
the developing countries raising their exports. 
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How Investments are Absorbed 


Balanced growth, said Professor Lieftinck, demarxied 
important investment in their infra-structure of roads, 
ports, transport, electric power, water supply and 
water control, as well as in education, which made 
calls on foreign exchange and did not contribute 
directly to increased exports. Investments in a deve op- 
ing country involve imported raw materials, equipr-ent 
and spare parts and also generate personal іпсете 
within the country for spending on imported goods. 
Investment projects which can contribute to export 
capacity take long to develop and posed the problem 
of how to reach a level of efficiency which permits 
competition on the world market. Traditional exports 
of agricultural products and raw materials offered 
little opportunity of increase, while a greater di-er- 
sification of production required an initiative wl ich 
was scarce and time-consuming. Exports, too, vere 
limited by the tardy growth of imports in the developed 
countries. 

A recent study on loan terms, debt burden and 


development prepared by the Agency for Internaticnal - 
. Development, Department of State, in April гоб5 
"shows that in covering the deficit on current acccunt 


the share held by loans increased considersbly ind 
the relative contribution from other sources (graats, 
private direct investments) declined accordinzly. 
Without technical aid the deficit in 1963 would have 
been higher by $1,000 million. 


Debts Mounting Up 

From a recent study published by the World Bank 
in 1964, continued Professor Lieftinck it appeaced 
that the external public debt of all developing count-ies 
taken together (including private debts guarantzed 
by the Governments but excluding loans repayeble 
in the currency of the receiving country and sums 
repayable to the International Monetary Fund) rose 
from $8,000 million in 1956 to $22,500 million at -he 
end of 1962. This represented ап average annal 
growth of more than 15 per cent, as compared with an 
average yearly growth of 4:4 per cent in the gross 
national product. 

If one added the sums repayable to the International 
Monetary Fund and deferred trade debts, the оуегвзав 
debt of the developing countries at the end of 1с62 
would be $5,000 million higher at $27,500 million as 
shown in the table below: 











Public Other 
foreign foreign foreign 
debt * debt debt. 
c—$ thousand million — 
Latin America .. 89 2'5 Ir 
South Asia and the 
Middle East 6:7 "S | 72 
East Asia ro 177 2: 
Africa ze 35 "I 3:6 
Southern Europe 274 2 z€ 
In thousand million 
dollars EM .. $225 $50 $275 


The corresponding annual growth in public overseas 
debt in 1963 and 1964 was about 17 per cent and оу 
the end of 1964 the public overseas debt would become 
$33,000 million and the overseas debt $38,000 millicn. 
Expressed as a percentage of the gross natioral 
product, the public overseas debt had grown frcm 
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5'9 per cent in 1956 to 11:3 per cent at the end of 
1962 and 15:3 per cent at the end of 1964. 


Early Maturities 

Professor Lieftinck gave information as to debt 
maturities within three and five years and reached the 
conclusion that the greater part of the 1962 overseas 
public debt of developing countries was repayable by 
the end of 1967, which contrasted with the traditional 
pre-war structure of long-term foreign debt. This 
present debt structure hardly fitted in with the great 
and continued need of most developing countries for 
long-term net capital imports. If debt mounted up 
still further, the interest payments would become 
heavier but for many countries there already existed 
the obligation of high redemptions within a short 
period. 

At the softer end of the redemption tables were the 
development credits of the International Development 
Association, a sister organization of the Worlti Bank, 
with а cu-rency of fifty years, including ten years of 
grace and interest at $ per cent. For the loans under 
the American bilateral AID programme, the softer 
had a life of forty years, including ten years of grace 
and interest at 23 per cent (1 per cent during the grace 
period), and the harder a life of twenty years, with 
three years of grace and interest at 34 per cent. 

The average bilateral loans of the Organization for 
Economic Co-operation and Development countries, 
including the United States, had a life of twenty-four 
years, including seven years of grace and an average 
interest of 3$ per cent, but excluding the United 
States had an average life of sixteen years with three 
years of grace and interest of 4-8 per cent. The average 
World Bank loans had a life of twenty years including 
three years of grace, with interest at 5$ per cent. 

At the harder end of the redemption tables were the 
loans of the American Export-Import Bank with a 
life of thirteen years, including three years of grace 
and interest at 34 per cent. The harder the terms of 
the loans, the greater were the contributions needed 
from gross new loans in order to have sufficient net 
capital inflow and the sooner the lending process 
loses its effectiveness to reduce financial stringency 
and becomes a burden on the balance of payments. 
According to the World Bank more than one-half 
of the gross loans to developing lands was required to 
cover interest and redemption of existing loans. 


Capacity to Repay 

This present debt structure, continued Professor 
Lieftinck, hardly fitted in with the great and continued 
need of most developing countries for long-term net 
capital imports. The burden of the external debts was 
already weighing heavily on the capacity to pay of 
many developing countries. Debt service obligations 
of a number of these countries had already reached a 
dangerous level. Existing obligations, and their 
expected further increase when periods of grace 
expired and new loans were contracted, threatened to 
create 8 situation in which the further economic 
growth of many developing countries, instead of being 
accelerated, could even continue at the existing rate 
because of insufficient net financing aid. 

The debt servicing capacity of developing countries 
considerably depended on the effect foreign capital 
had on their economic growth, in fact on the extent 
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to which their capacity to pay interest and amortiza- 
tion grew under the induence of capital imports. In 
most developing countries the creation of savings 
showed a deficiency in proportion. to the investments 
required for accelerated economic growth. By adding 
to the volume of invesanents, which the developing 
countries would be ађје to finance from their own 
resources, foreign capial imports enabled them to 
accelerate the increase in national income. The extent 
to which this effect was accomplished depended 
on: 
(1) the volume of the capital imports; 
2) the productivity о: the capital; and 
) th. e willingness to save greater ог smaller amounts 
from the increasec national income. 


Creation of Export Surplus 


The task developing countries were faced with was to 
keep their balances of payments in equilibrium without 
making too high externzl debts and to aim at creating 
an export surplus finall~ to settle these debts. Capital 
imports, however, had asecondary effect on the balance 
of payments. 'l'he rise in income caused by the in- 
vestments increased w-th the aid of foreign capital 
generally had ап: important external spending com- 
ponent involving larger imports o2 both consumer and 
capital goods, especialy in the earlier stages of 
development. As the strengthening of the export 
capacity often lagged behind growing import require- 
ments for: a long time, the deficit on current account 
grew accordingly. The danger existed that in the 
course of the process of growth, stimulated by foreign 
capital imports, externzl debts continued to rise and 
also adopted an unfavoerable structure till, in extreme 
cases, they reach a usually much too high ceiling 
where the further granting of credits became a serious 
problem and a balance of payments crisis set in. 

To prevent this darger, developing countries had 
to improve their impor-s-exports ratio fundamentally, 
but so that an increase in exports was mainly res- 
ponsible for the imprevement. In many developing 
countries, however, the exports component of the 
product of new investments was relatively low and 
it mostly took much tim» before the process of economic 
growth reached a stage where domestic conditions 
turned in favour of an increase of this component. 
This ability of developing countries to create an 
export surplus at short terms should therefore not be 
overestimated. There was a close relation between 
the successive stages of economic growth and the trend 
in the external debt position of these countries. 
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What Developing Countries Can ро '  * 


What could the developing countries themselves do 
to limit their foreign debts and to strengthen their 
caracity to pay? Briefly formulated, said Professor 
Lieftinck, they could do the following: 

(1) maintain the greatest possilsle internal monetary 
equilibrium with inflation under control; 

t2) design carefully development programmes for the 
public and private sectors, aiming at balanced 
economic growth and making use of natural 
advantages; 

13) enlarge their absorptive capacity for foreign 
capital; 

4) create a favourable climate for attracting foreign 
direct investments and reinvestment of interest 
and depreciation and part of the profit; 

5) aim at narrowing the gap between domestic 
savings and investments; 

.6) foster exports and substitute local products for 
imports; 

77) increase the mobility of productive factors and 
the adaptability of the economy to technology 
and the circumstances of overseas markets; 

78) limit strictly short- and medium-term borrowing, 
particularly in the earliest stages of development. 


Forbearance by Developed Countries 


Finally, the question might be asked: What could the 
developed countries do to contribute to а solution 
of the problem referred to? They might, the speaker 
coacluded, be recommended to: 

(1) give preference to grants end direct investments; 

(2) restrict lending to projects of high. economic 
priority which yield directly or indirectly a 
high return; 

(3) grant loans that were not tied to purchases of 
goods and services in the creditor countries 
themselves but which could be made in the 
cheapest market; 

(4) make a maximum use of international institutions 
for development financing; 

(5) follow a liberal import policy as to products from 
developing countries; 

(6) exert great caution in granting short- and medium- 
term credits to developing countries, particularly 
in their first stage of growth; 

(7) be prepared to convert short- and medium- 
term loans ipto longer-term loans, if necessary. 


Annual Financial Reporting 


Verdam Committee Report 
In the afternoon session, Mr A. Е. Tempelaar, a 
practising member of the Netherlands Institute, spoke 
on the annual reporting of companies, in the light 
of the report of the Verdam Committee published 
early in 1965. 

In Dutch professional literature there has long been 
discussion as to who needed information about the 
progress of an enterp-ise. Before the Second World 
War, the interested parties were generally the 
sMareholders and finzncial creditors, but after the 
war it was increasingly recognized that workers, 


Government and the general public should also 
be informed. Public opinion has been moulded by two 
aidresses of Mr P. F. S. Otten, a director of Philips, 
one of which he gave in New York at the opening 
о the Eighth International Congress in 1962, and by 
publications of the Dutch Employers’ Associations. 
The Verdam Committee recognized that the top 
management of large enterprises should retain great 
imdependence in determining policy. 'T'his confidence 
required guarantees, ав for example, the supervision 
by the second board of part-time supervisory directors 
(Raad van Commissarissen), the activities of the financial 
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` Press, and the meeting of shareholders. The Verdam 
Committee was of opinion that in addition to those 
guarantees, there should be a high degree of frankness 
in the reports and information supplied by marage- 
ment, protected by appropriate sanctions if this 
obligation was not fulfilled. Information given should 
be appropriate to the person addressed and should be 
up to date and sincere. 


Annual Accounts 


The draft legal regulations proposed by the Verdam 
Committee for the annual accounts are: 

Article a . 

'ТҺе annual accounts shall give, with апе observznce 

of the provisions of this Act, such insight that а 

judgement can be formed about the capital and 

profitearning ability of the enterprise and also 
about its solvency and liquidity. 

Article 3 

(i The belance sheet with explanatory notes shall 
accurately and systematically reflect the amcunt 
and composition of the capital of the enterprise 
at the end of the financial year. 

(ii) The profit and loss account with explana-ory 
notes shall accurately and systematically re& ect 
the size and composition of the results of the 
company for the accounting year. 


The basis of valuing assets and liabilities mast, 
under draft Article 5, come up to standards considered 
acceptable in business life. Any change in the basis 
of valuation should be expressly stated, with inror- 
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mation as to the effect of the change on annual results 
and capital. The creation of. and changes in, reserves 
should, under Article 6, be separately stated and 
explained. If stocks were important, they should, 
under Article 13, be showm as raw materials, spare 
parts, partly fabricated, workin progress, finished goods 
or trade scocks. Other draft a-ticles require that various 
kinds of assets and liabilities shall be separately stated. 

Mr 'Tempelaar regretted the absence of specific 
rules for the valuation of indizidual assets and liabilities 
but endorsed the insistence on disclosure of changes 
in the basis of valuation and of changes in reserves. 


CONFERENCZ DINNER 


At the conference dinner Professor J. Nathans 
welcomed the visitors and the members of the Nether- 
lands Institute, and their ladies, who were attending 
the oldest Accountants’ Dzy on the Continent of 
Europe. He expressed appreciation of the work of 
the Ladies Committee under Mevrouw Bos. Professor 
A. M. van Rietschoten thanked Professor Lieftinck for 
making a special journey frem the United States to 
make an address of world importance, and Mr 
'Tempelaa- for his address in the afternoon. 

Mr Rcbert McNeil, President of the English 
Institute, on behalf of the foreign guests thanked their 
hosts for their hospitality, friendship and co-operation, 
which enadled thoughts to be interchanged congenially 
and in a helpful way. He cong-atulated the Netherlands 
Institute cn their contribution, in their seventy years, 
to accountancy thought throughout the world. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


At special and ordinary meetings of the Council held 
on Wednesday, December rst, 1965, there were present: 


Mir Robert McNeil, President, in the Chair; Sir Heary 
Benson, C.B.R&., Vice-President; Messrs J. F. Allan, С. К. 
Appleyard, W. L. Barrows, C. J. M. Bennett, Sir William 
Carrington, Messrs G. Т. E. Chamberlain, D. А. Clarxe, 
R. W, Cox, С. Croxton-Smith, W. G. Densem, S. Dixon, 
J. V. Eastwood, W. W. Fea, Sir Harold Gillett, Bt, mMc., 
Messrs J. Godfrey, С. С. G. Goult, $. A. Jackson, A. У. 
John, о.в.к., Н. О. Johnson, R. О. A. Keel, Sir Willim 
Lawson, С.в.Е., Messrs К. С. Leach, с.в.., В. B. Leech, 
M.B.E., T.D., E. N. Macdonald, p.r.c., J. Н. Mann, м.в=., 
R. P. Matthews, D. S. Morpeth, W. Bertram Nelson, С.вЕ., 
W. E. Parker, с.в.к., S. J. Pears, L. W. Robson, Sir Thorr.as 
Robson, M.3.£., Messrs J. D. Russell, R. С. Slack, D. Stede, 
A. H. Walton, R. Walton, Е. J. Weeks, E. F. С. Whinn-y, 
J. C. Montgomery Williams, E. K. Wright, Sir Richerd 
Yeabsley, С.В.Е. 


Tax Anomalies and Practical Difficulties 


'The Council approved: 
(а) For submission to the Chancellor of the Excheqter 
a letter drawing attention to the effect of changes 
in the purchasing power of money on lim-ts 
expressed in monetary terms in taxation legs- 
lation; and 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


(b) For submission to the Czairman of the Board of 
Inland Revenue 
а memorandum on фахалоп anomalies and prac- 
tical difficulties excludirg matters arising out of 
the Finance Act, 1965, which are being separately 
studied, for consideration by the Board of Inland 
Revenue. 


Union Européenne des Experts Comptables 
Economiques et Financiers 
It was reparted that Sir Thomas Robson, M.B.E., M.A., 
F.C.A., Chairman of the Overseas Relations Committee, 
had been re-elected by the Assembly of Delegates of 
the U.E.C., at its meeting in Brussels on November 
26th, 1965, a member of the Zxecutive Committee. 


The Certificate in Management Information 
The Council approved the Zollowing statement for 
publication: 

Centres outside Great Britain and Ireland 

1966 Examination 

(1) The first examination for the Certificate in Manage- 
ment Information will be held on Tuesday, October 
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11th, and Wednesday, October rath, 1966, at the 
following centres: 

London 

Manchester. 
The examination may єво be held at Belfast and 
Dublin. 

This examination will MOT be available at any other 
centre. 


Subsequent examinations 

(2) The Council of the Institute has decided in prin- 
ciple, however, that the examination for the Certificate 
in Management Information should be made aveilable, 
with effect from the exarnination in 1967, at a limited 
number of selected centres outside Great Britain and 
Ireland, subject to satisfactory arrangements being 
made and demand being zufficiert. A special additional 
fee will be necessary for candidates sitting at a centre 
outside Great Britain anc. Ireland. 


(3) Any member of tne Institute, therefore, who 
wishes to sit the 1967 (ora subsequent) examination at 
a centre outside Great Eritain znd Ireland is advised 
to inform the Secretary of the Institute as soon as 
possible and, in any сазе, not later than March 31st, 
1966. When writing eack member is requested to give 
the following information: 


(a) date of admission t membership; 


(b) date of examinatbn which he wishes to sit 
(а member is not eligible то sit unless two years 
have elapsed, or wl have elepsed by the date of 
the examination, since his admission to member- 
ship); 

(c) country in which be wishes to sit;- 

(d) nearest large cent-e of population at which it 
might be practicable to arrange an examination 
centre. 

This information is requested only to enable an assess- 
ment to be made of the extent of demand. Members 
supplying the informaton will not be regarded as 
having registered as candidates for the examination. 

(4) The Examination Committee intends, in the light 

of the replies received, tc issue a further statement in or 
about May 1966 on tke subject of centres outside 
Great Britain and Irelard. 


Further information 

(5) Details of the syllabus, specimen questions and 
illustrative reading list Бг the examination are obtain- 
able from the Secretary of the Institute. When an en- 
quirer wishes information to be sent other than by 
surface mail the cost of postage skould be prepaid. 
Intermediate and Final Examinations 

The Intermediate and Fizal examinations of the Institute 
will continue to be held оту in England and Wales. 


New Prizes 


The Council approved with pleasure the creation of the 
following new prizes foz the Institute's examinations: 


Ethel Watts Prize | 

To be awarded at each Fart II Final examination to the 
caftdidate (other than іле cancidate taking the W. B. 
Peat Medal and Prize or the Charles M. Strachan Prize 
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or the 'Tom Walton Prize) who obtains the highest ' 


marks. 

The Council expressed its thanks to the members of 
the Women Chartered Accountants! Dining Society 
far their initiative in establishing a fund for the prize 
as a memorial to the late Miss Ethel Watts, B.A., F.C.A., 
the first woman to be admitted to membership of the 
Institute by examination. 

Howitt Prizes 

One prize to be awarded at each Part II Final examina- 
tion to the candidate who obtains the highest marks in 
the Advanced Accounting III paper, and one prize to 
be awarded at each examination for the Certificate in 
Management Information to the candidate who obtains 
the highest marks. 

The Council expressed its thanks to Sir Harold 
Howitt, G.B.E., D.8.0., M.C., D.C.L., LL.D., D.L., В.С.А., 
a member of the Council of the Institute from 1931—61 
and President of the Institute 1945-46, for his 
generosity in providing the funds for these prizes, 


Leo T. Little Prize | 

To be awarded at each Part II Final examination to the 

candidate who obtains the highest marks in the General 
er. 

The Council expressed its thanks to Professor A. R. 
Ylersic, м.5с.(ЕСОМ.), B.COM., for his generosity in 
providing the funds for this prize as a memorial to the 
late Leo Т. Little, B.sc.(ECON.), editor of Accountancy 
from 1938 until his death in 1960. 


Special Degree Courses 
University of Kent at Canterbury 
Welsh College of Advanced Technology (shortly to 
become a university) 
It was reported that the University of Kent at Canter- 
bury and the Welsh College of Advanced Technology 
(expected shortly to receive its charter of incorporation 
аз a university) were introducing degree courses 
embracing the study of accountancy, economics and 
law. The courses were approved by the Council for 
inclusion in the next edition of the booklet The 
Urtversities and the Accountancy profession, with the 
other special degree courses. Graduates who have 
followed these courses will be eligible to claim exemp- 
tion from the Intermediate examination in addition to 
the reduction of two years in articled service available 
to any graduate of a United Kingdom university. 


Examination Results — September 1965 
It was reported that the results of the examinations 
held in September were as follows: 
Passed Failed Total 
New Intermediate 1,621 1,751 3,372 
The names of the successful candidates and of those 
placed in order of merit and awarded prizes were 
published as a supplement to Accountancy for Decem- 
ber. 


November 1965 Examinations 


Declaration of results 
The Council approved the following statement for 
publication: 

The very large number of candidates sitting for the 
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November 1965 Final examination (old and new gyl- 
Jabuses) has made it necessary to postpone the declaa- 
tion of the results of the examinations by seven days. 

Subject to unforeseen circumstances each candidate 
may now expect to receive notification of his results Ђу 
post at the earliest op Monday, February 7th, 1966 Ga 
not on Monday, January 31st, 1966, as indicated pre- 
viously). The list of successful candidates will be cis- 
played on Tuesday, February 8th, 1966 (and not Tuesday, 
February rst, 1966). 

All candidates have been informed individually of the 

e of dates with their letter of admission to Ле 

examination. 


A 


Registration of Articles 


'The Secretary reported the registration of 564 artic.es 
of clerkship during October, the total number sirce 
January 1st, 1965, being 2,196. 


Š Admissions to Membership 


The following were admitted to membership of the 

үз; Institute: 

> Gaffey, John Stephen, A.C.A., a1965; 655 Eastbank Коча, 
Sheffield 2. 

Hindmarch, Arthur, B.8C.(ECON.), A.C.A., a1965; 18A Barer 
Street, Holborn, London WCx. 

Hutton, Thomas Bullus, a.c.a., a1965; Mill Brow Howe, 
Kirkby Lonsdale, Westmorland. 

Malpass, John Stuart, Ack, a1965; Vine House, Upper 
Rose Hill, Dorking, Surrey. 

Parr, Jobn, B.A.(ECON. ), A.C.A., a965; cjo uq dee 
and New Zealand Bank, 68 St George’ 8 Terrace, P 
Australia. 

Parry, John Frederick Crawford, A.C.A., a1965; c/o Fzgs 
Ltd, 9 Stockport Road, Manchester 12. 

Sumner, Alan Jeromy, A.C.A, 41965; with Crowther, 
Munro & Co, 41 Dover Street, Piccadilly, London W1 

Warnes, Brian Charles John, B.A., A.C.A., 41965; 37 НавГег 
Street, London SW3. 

Weston, Guy Antony, B.A., A.C.A., 


Qoo 13 Prospect 
| << Row, Old Brompton, Gillingham, К, ent. 


Members Commencing to Practise 


The Council received notice that the following mem- 
e had commenced to practise: 


Adams, Alan Edward, A.C.A., 21959; Solomon Hare & Co, 
10 Union Street, Bristol 1. 


а indicates the year of admission to the Institute. 

aS indicates the year of admission «o The Society of 
Incorporated Accountants. 

5 means ‘Incorporated accountant member’. 


Firms not marked t, tt or * are composed wholly of chzr- 
tered accountant members of the Institute. 

T against the name of a firm indicates that the firm, thouzh 
not wholly composed of members of the Institute, is com- 
posed wholly of chartered accountants who are members of 
one or another of the three Institutes of chartered accourt- 
ants in Great Britain and Ireland. 


tt against the name of a firm indicates that the firm incluces 
an incorporated accountant member of this Institute aad 
is composed wholly of members of one or another of tae 

Institutes of chartered accountants in Great Britain 
and Ireland. 


* against the name of a firm indicates that the firm is rot 

wholly composed of members of one or another of the three 

che of chartered accountants in Great Britain aad 
and. 
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Alderson, Anthony James, A.C.A., a1965; А. С. Hirst ё Co, 
31 North John Street, Liverpool 2. 

Ashiq, Michael Irfan, А.С.А., 21962; *S. Syedain & Co, 
12 Castleton Avenue, Wembley, Middz. 


Booth, Neil Douglas, A.C.A., 21964; J. Wm Thompson & Co, 
28 Devonshire Street, Keighley, Yorks. 

Bradshaw, Laurence Brian, B.A.(ECON.), A.C.A., 41960; 
Robinson, Coulson & Co, Alma Chambers, Scarborough. 

Butler-Shawe, Denis William Graham, Е.С.А., 41936; 
57 Friends Road, Croydon, Surrey. 

Byworth, Peter John, F.C.A., 21948; Price Waterhouse & Co, 
Wesley House, 21 Marina, P P.O. Box 2419, Lagos. 


Capstick, Geoffrey, A.c.A., a1961; Kieldsen, Jones & West, 
7 Town Hall Buildings, Banbury, Oxon 

Cockshott, William David, F.C.A., GI951; "Price Waterhouse 
& Co, Rua Rosa Araujo, 34-29 Lisbon 2, hea 

Conyers, Brian, A.C.A., клоне 5 Н. Е. Payling & Co 
Westgate, Wakefield. 

Davies, Anthony Ernest, A.C.A., a1960; Kenneth Hayes & 
em Lombard House, Great Charles Street, Birmingham 


Davis, Kenneth George, F.C.A., 251952; 25 Oyster Bend, 
Paignton. 

Dedman, Denis George, A.C.A., a1965; Leake, Henderson 
& Co, ЕЛ Queen Victoria Street, London EC4. 

Dwyer, Philip Harris, A.C.A., 21956; Leach, Bright & Co, 
Bateman House, 232 High Street, "Guildford, Surrey. 

Ebeling, Michael George, В.А., А.С.А., 01963; Leake, 
Henderson & Co, 84 Queen Victoria Street, London EC4. 

Elder, Robert Bruce, A.C.A., a1959; Collins & Collins, 19 
High Street, Andover. 

Freeman, Roger Oswald Oldaker, A.C.A., a1962; "Wright, 
Fairbrother & S-eel, 8 Bedford Square, London МС. 
Gibbons; Jonathan, a.c.a., a1965; Gibbons & Bowles, 

6 High Street, Ke ristol. 

Goldstein, Michael, А.С.А., 21963; бо Portland Avenue, 
Stamford Hill, London N16. 

Gomersall, Maxwell, A.C.A., 01961 ; King, Hope & Со, 31/33 
Victoria F. oad, Darlington. 

, Arthur Alan, А.С.А., 21959; Alan Goodall & Co, 

4 Nant Hall Road, Prestatyn. 

Hartley, Alan, A.C.A., a1965; Wickham, Hunt & Со, 39 
Hermitage Road, Hitchin, Herts. 

Hatton, Tom, A.c.4., 21958; Greenhalgh, Sharp & Co, 30 
Brown Street, Manchester 2. 

Henson, Peter Robert Voice, A.C.A., 21962; 31 Wood Rise, 
Eastcote, Pinner, Middx. 

Heslop, David Sykes, M.A., A.C.A., 21960; Heslop & Son, 

4 Woodland Roed, Darlington. 

Liewens, John David, A.C.A., a1959; Butler, Viney & 
Childs, 49 Bedford Row, London УСт. 

James, John Leslie, A.C.A., 21962; J. Leslie James & Co, 
11 Glebeland Street, Merthyr туа. 

Kettlewell, John Geoffrey, a.c.a., a1956; ax Squires Close, 
Vicarage Lane, Crawley Down, Sussex. 

Malpas, Robert Daniel, A.C.A., 21959; Nickson & Со 
21 London Street, Fleetwood. 

Mills, John Charles Harvey, LL.B., А.С.А., a1965; С. Н. 
Murray & Co, 644 Bridge Street, Mancheater 3. 

Nixon, John, a.c.a., 21964; John E. Barker & Son, 6 Eldon 
Place, Manningham Lane, Bradford r. 

Oates, Warren, А.С.А., 21964; John E. Barker & Son, 
6 Eldon Place, Manningham Lane, Bradford 1. 

Philby, Leonard Roy, A.C.A., 21965; С. W. Clarke & Со, 
George Street Chambers, Corby, Northants. 

Price, Peter Frederick, a.c.a., 41956; 140 Mount Pleasant, 
Redditch, Worcs. 

Rawcliffe, Thomas Mawdsley, B.A.(COM.), F.C.A., 41952; 
Price Waterhouse & Co, 31 Mosley Street, Newcastle 


upon Tyne т. 
Rawstron, Ronald Freeman, A.C.A., 219; Whitehead, & 
Howarth, Cariton Chambers, 327 Sth Drive, St 


Anne’s on the Sea, Lytham St Annes. 


190 


Simpson, David, B.ccm., A.C.A, 451956; Pannell, 
Fitzpatrick, Graham & Crewdson, Farrar Avenue, P.O. 
Box 1219, Accra. 

Skingle, David Nevile, A.—.4., a1661; 77 St Dunstan's Hill, 

eam, Surrey. 

Snelling, David Henry, а.с.А., a1956; Midgley, Snelling, 
Hill & Co, Kensington House, Rosemount (P.O. Box 12), 
Douglas, Г.о.М. 

§Spoel, Kees, 4.8.4.4., aS .957; T T Annan, Impey, Morrish & 
Co, Oldbourne Hall, 43 Shoe Lane, London EC4. 

Stewart, Denis, F.c.a., a 952; McClelland, Moores & Co, 
112 West George Street, Glasgow C2. 

‘Turner, Philip Needham,r.c.4., 21939; Price Waterhouse & 
Co, 7 South Parade, Laeds 1. 

Whalley, Albert George, r.c.a., 21943; T Price Waterhouse & 
Co, Norwich Union House, 73/79 King Street, Man- 
chester 2. 

Wormald, Eric Charles John, A.C.A., а1960; 19 St Thomas 
Street, Bristol 1. 

Zaman, Syed-Uz, B.A., Е.С.А., а1928; 5. Zaman & Со, 
25108, Road No. 22 Dhanmsndi Residential Area, 

сса-2. 


Re-admission to Membership 


Subject to payment о: the amaunt required by the 
Council, one former member of the Institute was 
re-admitted to membership under clause 23 of the 
supplemental Royal Charter. 
' It was reported to Һе Council that the following 
re-admissions, made at the Council meeting on 
November 3rd, 1965, subject to payment of the 
amounts required, had become efective: 
Knight, Geoffrey ThoroH, A.C.A., 21932; 15 Holborn Hill, 
Ormskirk, Lancs. 
Pexton, Donald Henry, F.c.a., 251932; 6 Warren Road, 
Purley, Surrey. 
Change of Name 
The Secretary reported that the following change of 
name has been made im the Institute’s records: 
Williams, Lawrence Clarke, to Clarxe-Williams, Lawrence. 


Resignations 
The Council accepted the resignations from member- 
ship of the Institute of: 
Hainsworth, Arthur Phiip, F.c.a., 21939; Р.О. Box 586, 
Napier, New Zealand. 
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Pithie, William Alexander Blair, в.С.А., 251925; 11 Avenue 
Nestle, Vevey, Vaud, Switzerland 


and of the following members with effect from Decem- 

ber 31st, 1965: 

Allsop, Arthur William, F.c.a., ах927; 8 College Green, 2% 
College Road, Crosby, Liverpool 23. 

B-rtles, Maurice, Е.С.А., 21931; s The Green, Silverdale, 
Carnforth. 


Chambers, Norman, F.C.&., 21920; ‘Inglewood’, Bishops 
Down Park Road, Tunbridge Wells. 
Larmuth, George Hamilton, Р..А.А., 251939; c/o Garlick 
Ltd, P.O. Box 60, Cape Town. 
Metherell, William Reginald, F.C.4., 21934; Burroughs Ltd, 
Hinemoa Street, P.O. Box 601, Hamilton, New Zealand. 
Milne, Gordon Robert, F.C.A., 21946; 6 Thirlmere Road, 
London SW16. 
Richardson, Henry Burtt, F.C.A., 21928; 131 Pennington 
Avenue, Passaic, New Jersey. . 
Sevens, Thomas David, F.c.a., 21925; Internal Audit 
Division, Тће Metal Box Co Ltd, Woodside, Worcester. 
Wintersgill, Leslie Ernst, F.c.a., a1927; 8 College? Court, 
College Crescent, London NW3. 
Deaths of Members y 
The Council received with regret the Secretary’s report 
o= the deaths of the following members: 
Mr Williem Thew Bell, r.c.4., Buxton, 8 member of the 
Council from July 1932 ‘until November 1948, and 
сеза of the Applications Committee from 


эз Robart: Анн, R.D., F.C.A., Hove. 

» Arthur Boyd, r.c.4., Newcastle upon Tyne. 

» Wallace Cash, F.c.4., London. 

» James Arthur Clarke, F.c.A., Henley-on-Thames. 

» Gerard Reeve Coates, ¥.c.a., London. 

» Sydney Croudson, F.C.A., Leeds. 

» Tudor Davies, F.C.A., Bridgend, Glam. 

» St John Demetrius, Р.С. a., Calcutta. 

„ Alfred Dale Double, F.C.A., La Paz, -Bolivia. 

» Jack Forshaw Farrer, Е.С.А., Manchester. 

» Francis George Foley, T.D., ¥.c.a., London. 

, Edgerton ur Willett Gisby, Е.С.А., London. 

» Reginald Gregg, F.C.4., Manchester. 

» Henry Havelock Hammond, F.c.a., London. 

», Harold Hockley, F.c.a., Heathfield, Sussex. 

» Douglas Edward Hughes, M.C., T.D., Е.С.А., Nairobi. 
„ Robert Emrys Jones, J.P., в .COM., F. C.A., Liverpool. 
» Walter Ewart Viney, F.C.A., Bromley, Kent. 
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MEMBERS’ LIBRARY 


The Librarian reports that among the books and pcpers acquired by thg Institute in recent weeks 
by purchase and gifts cre the following: 


Accounting Step by Step: 1. accounting reports; by 
R. e / Boland, ¥.c.a. 1963. (English Universities Press, 
тоз 

Accounting Step by Step: 3. basic cost accounting; by 
К. С. A. Boland, F.CA. and J. A. Feathers. (English 
Universities Press, 12: 6d.) 

Airline Management; Ьу W. S. Barry. 1965. (George Allen 
& Unwin, 525 6d.) 

The Approach to Econcnics; by Honor Croome: 8th edi- 
tion. 1965. (Chatto & Windus, 92 

harlesworth's Compamy Law; by [J. Charlesworth]: 
8th edition by Т. E. Cain. 1965. (Stevens, 355.) 

Close a by М E. Mustoe. 1965. (Butterworths, 
324 

Ag Introduction to Accounts: 
book-keeping; by J. R. Stott, F.c.a. 
Arnold, тоз.) 2 


а practical approach to 
1965. (Edward 


The Legal Aspects of Industry and Commerce; by W. F 
Frank: зга edition. 1964. (George С. Harrap, 12s 6d.) 

'The Management Profession; by L. A. Allen. New York. 
1964. (McGraw-Hill, 66s.) 

Managerial Economics: texts and cases; by N. E. Harlan, 
C. J. Christenson and R. Е. Vancil. Homewood, Illinois. 
1962. (Richard D. Irwin, 57s 6d.) 

My Years with General Motors; by А. P. Sloan. 1965. А. 
(Sidgwick & Jackson, 455.) id 

Petroleum Accounting Practices; by S. P. Porter. New 
York. 1955. (McGraw-Hill, 1205.) 

Resale Price Maintenance; by I. A. Macdonald. 1964. 
Supplement 1965. (Butterworth, 38s 6d and 7: 6d.) 

The Trustee’s Handbook; by А. R. Mellows. 1965. (Oyez 
Publications, 253.) 
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Taxation Cases 


Full reports of the cases summarized in these columns 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tax Casey’. 


Andrew v. Taylor 
In the Court of Appeal – November 1st, 1965 


e the MASTER or THE ROLLS (Lord DENNIS), 
rd Justice DANCKWERTS and Lord Justice Мм) 
Income tax — Builder — Houses built for sale — Cessaton 
of building — Plant and material sold — Schedule of 


` unsold stock agreed — Sales of houses — Whether scles 


(X 


ве 
2 


of trading stock — Whether cessation of trade — Income 
Tax Act, 1952, sections 64 (10), 143. 

The appellant, the taxpayer, carried on the trede 
of a builder from 1926, and up to 1940 built a lazge 
number of houses for sale. Building then ceas-d, 
and in the following year he sold his plant aad 
material. In 1948 he rebuilt four of his houses for dhe 
War Damage Commission. In 1945 he was concerred 
in a back duty inquiry, and he signed a list of p.o- 
perties constituting the unsold stock of the busin -ss 
at March 31st, 1941. Thereafter from time to time 
he sold some of the houses; and where there war a 
profit, he was assessed under Case I of Schedule D, 
and where there was a loss, a claim for loss relief vas 
made and allowed. 

At April sth, 1957, the taxpayer had forty-tvo 
houses in the list. In the course of the next four ye=rs 
he sold further houses in the list, and he was assessed, 
under Case I of Schedule D, for 1957-58 to 196o—t 1. 
The taxpayer considered that he should no longer зе 
bound by the admission made in the list in 1945, aad 
he claimed that from April sth, 1957, he held the 
forty-two houses as investments; and that permanent 
discontinuance of the building business had taken 
place at that date. 

It was contended by the respondent, the Inspector 
of Taxes, that the forty-two houses continued to зе 
trading stock; that the taxpayef had not ceas-d 
business on April sth, 1957; that the only сопсеіуаНе 
date for cessation was not before 1960-61; and that 
whenever he had ceased business, he was assessalle 
in the year of cessation in accordance with sectie n 
143 (1) (b) of the Income Tax Act, 1952. 

The General Commissioners decided that tae 
business had ceased at April sth, 1961; and {һзу 
adjourned the appeal for figures to be agreed; ard 


- Stated that in default of agreement it was understocd 


that section 143 would apply at the date of cessation. 
A valuation of the twenty-three houses remaining at 
April sth, 1961, was made, and at the adjourned 
hearing the District Valuer gave evidence that tke 
houses were worth £27,100, and the General Cor:- 
missioners decided that this valuation was reasonabE. 
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The General Commissioners did not take into account 
the cost of realization, but it was agreed between the 
partes that there should be aa allowance of 5 per cent 
therefor. Both sides appealed against the General 
Commissioners! decision, the taxpayer contending 
that the dzte of cessation was April sth, 1957, and the 
Inspector of Taxes that thers had been no cessation 
at all. 

Held (reversing the decision of Мг Justice 
Pennycuick): (1) as the taxpayer had accepted assess- 
ment on a continuance basis till 1956—57, his appeal 
failed, (2) as the Inspector of 'T'axes had submitted to 
the General Commissioners, at least as an alternative, 
that there aad been a cessation at April sth, 1961, and 
as the General Commissioners had so decided, and as 
the Revenue had proceeded to a valuation of the 
trading stock at that date, and had accepted tax on 
the basis of the valuation, they could not be Heard to 
say that the General Commissioners’ decision was not 
correct, and therefore the Revenue’s cross-appeal also 
failed. 


Shop and Store Developments Ltd v. C.LR. 
In the Court of Appeal – November 2nd, 1965 


(Before the MASTER or THE Rots (Lord DENNING), 
Lord Justice DANCKWERTS and Lord Justice WINN) 
Stamp duty — Conveyance or transfer on sale — Transfer 
of beneficial interest from one group company to another 
— Finance from another sou-ce — Whether transfer 
connected with extraneous arrangements — Finance 
Act, 1930, section 42 — Finanze Act, 1938, section 50. 

In 1959 -he members of a family held all the shares 
in the appellant company and in another company. 
They decided to convert the appellant company 
into a public company. Basically the arrangement 
was (a) that the members of the family agreed to sell 
1,078,800 of their 1,080,000 shares in the appellant 
company to the other company at par, the price being 


£269,700 in cash; (b) that the other company (the 


seller nem) was to sell to the appellant company 
certain freehold and leasehold properties for £984,571, 
to be satisfied by the issue of 2,920,000 shares of 5s 
each in the appellant company, i.e. the equivalent of 
6s 5d a share; and (c) that the other company would 
sell 1,200,000 of those shares to an issuing house at 
6s 5d a share in cash, the tota: price being £385,000. 
The various transactions conrprised in this arrange- 
ment were carried out. The szle at (6) was completed 
by three transfers, an assignment and a conveyance 
(the transfers). The £269,700 under (a) was paid to 
the members of the family out of the £385,000 
received by the seller company as at (c). 

The instruments involved in the transactions were 
submitted to the Controller of Stamps, and the 
appellant company claimed (т, that they were exempt 
from stamp duty by virtue of section 42 of the 
Finance Act, 1935, in that the effect of them was 40 
convey or transfer beneficial interests in properties 
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from one limited liabilty company to another such 
company; and that the seller company was the bene- 
ficial owner of not less -han go per cent of the issued 
share capital of the appellant company, (2) that the 
documents were not executed in such a way as to be 
excluded from relief Бу section 50 of the Finance 
Act, 1938. The Commissioners of Inland Revenue 
considered that the irstruments were not exempt 
from duty pursuant to section 42 of the Finance Act, 


1930, and they assessed the duty in a total amount of 
£19,693. | А . 
Held (reversing the decision of Mr Justice 
Pennycuick): the arrangement, in pursuance of ; 
which the transfer of the properties was made, was „А 
one in which a substantial part'of the consideration 
for the transfer was provided by the issuing house, 
and that relief from stamp duty was disallowed, 
therefore, by section 5o of the Finance Act, 1958. 


Womer: Chartered Accountants’ Dinner 


BOUT half the momey needed for the Ethel Watts 
Prize Fund had now been raised, announced Miss 
Helen «Hartley, M.A., F-c.A., Chairman, at the annual 
dinner of the Women Chartered Accountants’ Dining 
Society in London on Friday of last week. 

Of the £300 needec, £171 had been donated by 
members of the Societv, and the fund was now open 
to outside subscribers. The prize, which commemo- 
rated the late Miss Ethel Watts, F.c.a., who was 
Chairman of the Socisty during its first six years, 
would go to the candidete taking fourth place in Part IT 
of the Final examination of The Institute of Chartered 
Accountants in Englanc and Wales, whether or not the 
successful candidate wzs а girl. 


New Status of Accountants 


Miss Hartley, who was proposing the toast to the 
Institute, said the accountancy profession had changed 
considerably over the years. 

“The public image of tke profession has been transformed 
by the number of accoantants on the boards of public 
companies, and serving on Government commissions. 
Accountants are now paicy advisers and policy makers — 
budgeting for the future." 

This growing status in Britain was epitomized by 
the Institute which gare accountants advice on how to 
run their practices, organized courses in electronic data 
processing and other subjects, and which had recog- 
nized the increasing en-phasis on management account- 
ing by promoting two rew post-graduate qualifications. 

Responding to the toast, Mr Robert McNeil, в.с.А., 
the President, said the Institute was passing through 
а very exciting period -n its history. It had been eman- 
cipated by the Companies Acts, and brought to 
maturity largely as a result of the problems of the 
1914—18 war. 

'At the present time the profession is becoming the 
fiancee of the engineer’, he said, ‘and I hope in the future 
it will go on to a full mzrriage with bim, and thus become 
the full parent of management consultancy.’ 


Mr McNeil said he realized that this wes a wide 


subject. What was going on and developing in the 
ccmputer room was inevitably exciting. The Institute 
must see to it that young men and women wishing 
to go into commerce or industry had the highest 
standard of training. 


"There will, of course, be competition with university Y 
graduates and the products of the new business schools. ; 
Oa the practising side, we must continue our policy of 
development in the field of training articled clerks, and also 

in the field of training post-graduates. 

‘I am sure all of us realize that the training which we had 
and which was regarded as sufficient to enable us to pass 
our qualifying examinations, ia not, in these days, sufficient 
to carry us through a long professional life; it is, therefore, 
necessary for the Institute to make available the means 
whereby our members can bring their knowledge up to date." 
Mr McNeil said that as was now well-known by 
members, the Institute had already made a start in this 
direction. 

‘It is our firm belief that more and more people will take 
our post-graduate courses and examinations and it may well 
bz that the success of the initial ones we have ingugurated 
will lead to other specialist examinations and courses.’ P 


The toast to "The Guests’ was proposed by Miss Ec 
Mary Yale, a.c.a., and acknowledged by Mrs Mary 
Stott, women’s page editor of The Guardian, who said 
зле applauded the increasing tendency to include 
financial pages in women's journals. 


Difference in Way of Thinking 


It might be asked, she went on, why there should be a 
women’s page in newspapers, for this might suggest 
that women were pot capable of reading the paper as a 
whole. Had they only second-class minds that they had 
to have a special little corner of their own? This, of 
course, was not so; but though men and women were 
closer together in their thinking than they ever had 
been in the history of mankind, there was still a 
considerable difference in their way of thinking. A man 
tended to see social problems in national terms; a 
woman saw them in personal terms. 


JOHN FOORD & COMPANY 
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> New Legislation 


Мак 


The date indicates when an Асі received the Royal Assent. 


STATUTES 
Chapter 71: Murder (Abolition of Death Penalty) 
Act, 1965 
An Act to abolish capital punishment in the case of 
persons convicted in Great Britain of murder or 
convicted of murder or a corresponding offence by 
court-martial and, in connection therewith, to make 
further provision for the punishment of persons so 


convicted. 
November 8th, 1965. 


Price 6d net. 
Chapter 72: Matrimonial Causes Act, 1965 

An Act to consolidate certain enactments relating to 
matrimonial causes, maintenance and declarations of 
legitimacy and British nationality, with corrections and 
improvements made under the Consolidation of 
Enactments (Procedure) Act, 1949. 

Price 3s net. November 8th, 1965. 
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Chapter 73: Race Re_ations Act, 1965 
An Act to prohibit discriminacion on racial grounds in 
places of public resort; to prevent the enforcement or 
imposition on racial grounds: of restrictions on the 
transfer of tenancies; to penslize incitement to racial 
hatred; and to amend section 5 of the Public Order 
Act, 1936. 
Price 15 3d net. November 8th, 1965. 
Chapter 74: Superanruation Act, 1965 
An Act to consolidate the Superannuation Acts, 1834 
to 1965, and certain other enactments relating to the 
superannustion of civil servants and other persons 
employed in the civil service cf the State. 
Price 6s 6d net. November 8th, 1965. 


Chapter 75: Rent Act, 1965 
An Act to restore the right to retain possession of 
certain dwellings; to make further provision with res- 
pect to security of tenure, rents and premiums; to 
restrict evictions without due process of law; and for 
purposes connected with those matters. 
Price 4s net. November 8th, 1965. 


Chapter 76: Southern Rhodesia Act, 1965 
An Act to make further prcvision with respect to 


Southern Rhodesia. 
Price 6d net. November 16th, 1965. 





In Parliament 


зец 


? 


Capital Gains 
Mr Georrrey LLovp asked the Chancellor of the 
Exchequer whether he will set up a special branch of 
the Inland Revenue to deal with the examination of 
returns of capital gains. 
Mr DiaMoND: No. 
Hansard, Nov. 30th, 1965. Written Answers, col. 163. 


Commercial Travellers: Meal Allowances 


Mr BzssELL asked the Chancellor of the Exchequer 
whether he will seek to amend the Income Tax Acts to 
provide exemption from income tax of meal allowances 
to commercial travellers. 

Mr Diamonp: In general a meal allowance to a 
commercial traveller which does no more than cover 
the extra cost of his meals while travelling on duty is 
not liable to income tax. 


Hansard. Nov. 30th, 1965. Written Answers, col. 163. 


Investment Allowances: Hotel Equipment 
Mr MiscAMPBELL asked the Chancellor of the Exche- 
quer what steps he intends to take to ensure the con- 
tinued availability of investment allowances in respect 
of hotel equipment. 


Mr Diamon: I cannot ant cipate the statement of 
the Government's intentions cencerning incentives for 
investment and modernization, which my right hon. 
Friend the Prime Minister arnounced on November 
9th, would be the subject of a White Paper to be 
published in the near future. 


Hansard. Nov. 30th, 1965. W-itten Answers, col. i61. 


Quinquennial Revaluation 


Mr Town asked the Minister of Housing and Local 
Government whether he intends to postpone the rating 
revaluation due in 1968. 

Mr Crossman: The Government have decided with 
regret that, in view of the shortage of valuers and the 
increasing commitments of the Valuation Office, it will 
be necessary to abandon the quinquennial revaluation 
due in 1968. 

Legislation for this purpose will be included in the 
local government finance Bill io be introduced early 
next year. At the same time the House will be asked, 
in the interests of fairness among ratepayers, to give 
statutory recognition to the estaolished practice where- 
by new or amended assessments made during the 
currency of a valuation list are 5n the basis of ‘tone of 
the list’. This will apply to all elterations in pursuance 
of proposals made after today. 


Hansard, Dec. 2nd, 1965. Wr-tten Answers, col. 246. 


Land Commission 


Mrs THATCHER asked the Minister of Land and 


Natural Resources if he will specify the kinds of 
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transaction which will оё liable for a levy under the 
proposals in Commanc Paper No. 2771, and which 
would not otherwise be taxed under the existing fiscal 
system either as trading profit or as capital gain. 

Mr WirLEY: I must ask the hon. Member to await 
the publication of the ЕШ. 

Mrs THATCHER asked the Minister of Land and 
Natural Resources, witt: reference to Command Paper 
No. 2771, what criteria 3e will use to establish the date 
on which development of land takes place and the levy 
becomes payable. 

Mr WiLLEY: The criteria used will relate to physical 
operations on the land Eut I must ask the hon. Member 
to await the publicatior of the Bill for details. 

Mrs 'THATCHER asked the Minister of Land and 
Natural Resources if he will give an assurance that no 
levy will be payable bx an owner of land at the time 
he receives planning caasent for material development 
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but only when the actual development takes place: 

Mr Wiery: Levy will be payable not when planning 
ccnsent is received but when development takes place 
or when development value is realized on a disposal of 
the land. 

Mrs THATCHER asked the Minister of Land and A 
Natural Resources what will be the base value for the ` 
purposes of calculating the charge to levy where the 
land was purchased before September 22nd, planning 
permission has been obtained since that date, but 
development is not started until after the appointed 
day. 

Mr Witter: Base value in these circumstances will 
be either the purchase price or the initial value de- 
scribed in paragraph 27 of the White pss whichever 
is the higher. 


Hansard, Dec. 6th, 1965. Written Answers, col. 17 


Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IM ENGLAND AND WALES 


Reduction in Service under Articles 


Under bye-law 64 (а a student may be granted a 
reduction of one year in articled service if he enters 
articles at age 18 or Eater and, at examinations held 
before entering into a-ticles, has obtained а standard 
higher than the minimum prescribed by the Council 
for the purpose of a Pzeliminary Certificate. Hitherto, 
the Council has applied this provision to those who 
satisfy condition A of the pre conditions (i.e. 
those who have obtained at least five G.C.E. passes 
including not less then two at advanced level). The 
Council has now dec:ded also to apply the bye-law 
to candidates who satis£y both the following conditions: 
(a) satisfaction of comdition 3 of the Preliminary con- 
ditions (i.e. six ОДЕ. passes in not more than three 
sittings: including at least one at advanced level); 
(b) possession of a Higher National Diploma. 


PROFESSIONAL NOTICES 


Messrs E. CHuRCHILL MaLLETT & Co, Chartered 
Accountants, of St Mary’s Chambers, Lowgate, Hull, 
announce that Mr Perr Bust, A.C.A., who has been 
а member of the staff sor some years, has been admitted 
into the partnership. The firm’s name is unchanged. 


Messrs GLEDHILL & JORDAN, Chartered Accountants, 
announce that as from December 2oth, 1965, their 
address will be 57 Tower Street, Winchester. The 
telephone numbers wall remein unchanged. 


Punched Card Precessing Service 
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Messrs PANNELL FITZPATRICK GRAHAM & CREWDSON 
announce the retirement of their partner Mr ANDREW 
EENJAMIN WAY, M.B.E., F.C.A., who has been with the 
firm for more than forty years in British Guiana and 
in the West Indies. 


Appointments 


М: J. R. Bradbeer, a.c.a., has been appointed 
deputy secretary of the Avon group of companies, in 
tddition to his duties as group chief accountant. 

Mr Brian С. Hollister, A.A.C.C.A., A.C.W.A., secretary 
ef Hubert H. P. Trist & Co Ltd, has been appointed. 
ro the board. 


Mr W. L. Milligan, B.A., C.A., has joined the board 
of Scottish Industrial Finance, a subsidiary of the 
Industrial and Commercial Finance Corporation of 
which he is a director. 

Mr C. J. Nancarrow, В.8С.(ЕСОМ.), A.C.W.A., M.I.M.C., 
лав been appointed financial controller of Osram- 
B.E.C. Ltd. 

Mr J. E. Nutter, a.c.a., has been appointed 
divisional accoufttant of Lloyd's Industries (Auto- 
motive) Ltd. 

Sir Julian Роде, r.c.4., has become the part-time 
chairman of the National Industrial Fuel Efficiency 
Service. 


Mr N. J. Pook, a.a.c.c.a., has been appointed secre- 
tary of Scottish Machine Tool Corporation Ltd. 
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"Ме J. L. Roadnight, a.c.a., has been appointed 
secretary of Walker Young & Co Ltd and its sub- 
sidiary companies. 

Mr J. L. Skidmore, B.A.(ECON.), F.C.A., has been 

) appointed а director of Stanley Works (Great Britain) 
^-Ltd. He will continue gs company secretary in addition 
to being a member of the board. 

Mr Kenneth A. Walker, a.c.w.a., has been appointed 
chief accountant of Fawcett Preston & Co Ltd. 


DOUBLE TAXATION: CANADA 


А Double Taxation Agreement between the United 
Kingdom and Canada was signed in Ottawa on 
Monday, December 6th. 
The agreement, which will be published shortly by 
H.M. Stationery Office, provides for the avoidance of 
* double taxation of industrial and commercial profits, 
shipping and air transport profits, copyright royalties 
and pepsions and is expressed to take effect in the 
United Kingdom in relation to income tax from April 
_ 6th, 1965, when the former agreement ceased to have 
effect. Before the agreement can take effect in the 
~ United Kingdom it will require the approval of the 
House of Commons. 


RHODESIA: BANK. ASSETS 


Under an Order in Council published on Monday, 
December 6th, banks in the United Kingdom holding 
Southern Rhodesian bank assets can be required by the 
"Treasury to supply information about such assets. 
The Order, the Southern Rhodesia (Bank Assets) 
Order, 1965 No. 2050, made under the Southern 
Rhodesia Act, 1965, came into operation on Tuesday, 
December 7th. It authorizes the Treasury to require 
any bank to supply information about any assets which 
it has held, at any of its United Kingdom offices, at any 
time since November 11th, 1965, on behalf of any 
outhern Rhodesian office of any b 


EXPORT CREDITS GUARANTEE DEPARTMENT 


The Bradford Office of the Export Credits Guarantee 
Department has now moved to West Riding House, 
Cheapside, Bradford 1; the telephone and telex num- 
pen remain unchanged (Bradford 25147 and telex 
51161). 
'The office handles more than eight hundred com- 
вар policies with а total fate value of £151 
ion 


THE ASSOCIATION OF ENGLISH 


CHARTERED ACCOUNTANTS IN SCOTLAND 


On Monday, November 29th, the Association of English 
Chartered Accountants in Scotland held an informal 
luncheon at the University Staff Club, Edinburgh, 
. (by kind invitation of Mr Т. Robertson) which was well 
РЕС attended. 

Mr Arnold Adamson, F.c.a., deputized for the 
chairman, Mr S..F. Cross Rudkin, F.C.A., and received 
the guests. Following the luncheon the President of 
The Institute of Chartered Accountants in England 

-and Wales, Mr R. McNeil, F.c.a., addressed the 
company and an animated- discussion followed. 
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THE WARWICKSHIRE SOCIETY ОБ 
CHARTERED ACCOUNTANTS 


"The accountant of the future', will be the subject of 
an address to be given by Mr J. D. Hender, r.c.4.,- 
F.I.M.T.A., City Treasurer of Coventry, at a luncheon 
meeting of The Warwickshire Society of Chartered 
Accountants on Monday next at The Craven Arms 
Hotel, Coventry. 

The Society has arranged for the New Year a wide 
variety of luncheon, dinner and tea meetings as well as a 
one-day course. These include: 

January та: Luncheon meeting at The Craven Arms 
Hotel, High Street, Coventry. “The Finance Act, 1965: 
Corporation Тах’, by Mr К. S. Carmichael, Е.С.А. 

January 20th: Dinner meeting at Saxon Mill, Guys 
Cliffe, Warwick, “The organization of the Institute’, 
by Mr C. A. Evan-Jones, M.B.E., Secretary of The 
Institute of Chartered Accountants in England and 


Wales. 
March gra: Day-course at The Regent Hotel, Parade, 
on Spa, on ‘Electronic data processing’ А 
presented by Mr D. W. Hooper, M.A., Е.С.А., Technical 
Officer of The Institute of Chartered Accountants in 
England and Wales. 

March 17th: Tea meeting, 5.45 p.m. at Manor House 
Hotel, Leamington Spa. “The Finance Act, 1965: 
The taxation of capital gains’, by Mr K. S. Carmichael, 
PICA. 


HOLBORN GROUP 


The Holborn Group (formerly the North London 
Chartered Accountants Discussion Group) will meet 
at the Russell Hotel, Russell Square, WC1, at 6 p.m. 
for 6.30 p.m. next Wednesday, December 1 sth. Those 
present will be invited to raise for discussion problems 
arising from their work. 

Chartered accountants wishing to attend and not 
already on the mailing list are asked to contact the 
hon. secretary, Mr B. M. Currie, St Alphage House, 
(twelfth floor), 2 Fore Street, London EC2, or Mr 
Stanley Dent (Chairman) at 40 New Oxford Street, 
London WCr. (Telephone Chancery 2211.) 


NORTHERN SOCIETY OF CHARTERED 
ACCOUNTANTS 


‘Issuing houses’ will be the subject of an address to be 
given by Mr M. Н. W. Wells, F.c.a., at the next meet- 
ing of the Northern Society of Chartered Accountants. 
on January 12th, 1966, at 5.30 for 6 p.m. at the 
Billingham Arms Hotel, New Town Centre, Billingham.. 

The Society’s next monthly luncheon meeting will 
take place on January roth, at 12.30 p.m. for 1 p.m. at: 
The County Hotel, Newcastle, when the speaker will 
be Mr W. Frank Harris, B.COM., F.8.A.A. 


READING & DISTRICT GROUP OF 
CHARTERED ACCOUNTANTS 


At a meeting of The Reading & District Group of 
Chartered Accountants to be held on December 13th. 
at 7.30 p.m., at The White Hart Hotel, St Mary's 
Butts, Reading, Mr С. Н. Vieler, F.c.a., will address. 
members on *Corporation tax provisions other than, 
close companies’. On January roth, at the same time 
and venue, Мг Vieler will speak on ‘Corporation tag. 
close company provisions'. 
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THE CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 
At a recent meeting of the Executive Committee the 
chair was taken by Sr William Carrington, F.C.A., 
President of the Association, and ten members were 
present. 


~ 


Applicatcons for assistance 
Four new applications Zor assistance were considered; 
in two cases donations already made to meet an urgent 
need were confirmed, in one case a loan was made and 
in the fourth case no g-ant was made. 

Twenty-six applicatons for renewal of assistance 
were considered; in twenty-two cases the grant was 
renewed, in one case the grant was increased and three 
cases were deferred for further information. 


Changed circumstances of beneficiaries 

The Secretary reported on eighteen cases in which 
circuntstances had chamged during the quarter and he 
was pleased to report tnat in four cases assistance was 
no longer required because of an improvement in the 
financial position of the beneficiaries concerned; in 
certain other cases grants were adjusted or donations 
made. 


W. В. Peat Memorial Scholarship Fund 


It was reported that two Peat grants had expired and 
that the beneficiary who had received the grant for her 
two sons was now able to manage without further 
assistance. 


THE CHARTERED ACCOUNTANT STUDENTS' 
SOCIETY OF LONDON 
Anaual Dinner 
The annual dinner «ef The Chartered Accountant 
Students’ Society of London will be held at Grosvenor 
House, Park Lane, London Wr, on Monday next, 
December 13th. 


‘The Tavernars’ Christmas Dance 


‘The Taverners’ Christmas dance will be held on 


Friday next, December 17th, at the Mayfairia Rooms, 
Marble Arch, Londoa Wi. Applications for tickets 
must be made to the Honorary Secretary, Mr 
Christopher Burr, 3 Eushey Road, Shirley, Croydon, 
Surrey. 


CHARTERED ACCOUNTANTS’ HOCKEY CLUB 


In a hockey match played recently at Grove Park the 
Chartered Accountarts’ XI lost to the Chartered 
Surveyors 1-0. 

For the first ten mimutes of the game the Account- 
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ants attacked strongly and it only seemed a matter of 
time before they would score. However, it was not long 
before the Surveyors' forward line also settled down, 
and at half time there was no score. The Surveyors 
started the second half very strongly attacking down 


tke centre and they scored within a few minutes. From 4 


еп on the match was fought evenly, and with 
visibility deteriorating the match ended without further 
score. 
Chartered Accountants’ Hockey Club Team: s 
J. M. Glover (Guildford); C. Goodben (West Herts); 
B. Peers (H.A.C.); K. R. Ford (Old Beccenharnians); 
J. L. Harris (Orpington); J. А. I. Hayward (Dulwich); 


B. C. Bingham (Wimbledon); © к Micklewright 
Ipswich); 1. R. Parsons „А.С; J. В. Threlfall 
lackheath), R. C. Purnell (Blackheath). 


DIGEST OF EXCHANGE REGULATIONS 


The sixteenth edition of the Digest of the United 
Kingdom Exchange Regulations, just published, is in a 
completely new format and appears for the first time 
in the joint names of National Provincial Bank and 
District Bank. 

The booklet has been completely revised to include 
more information about the procedure to meet the 
exchange regulations which are comprehensively set 
out in summary form. The text covers the scope of 
The Exchange Contro! Act, 1947, import and export 
of goods, forward exchange contracts, direct invest- 
ments, securities, interest and dividends, travel 
abroad, import and export of bank notes, accounts for 
non-residents, commercial letters of credit and 
guarantees, private and commercial payments and 
forward exchange contracts. 

Copies of the booklet are available from the offices 
of the two banks. 


THE ACCOUNTANT BY AIR 


The advantages of keeping completely up to date 
are obvious. Overseas readers of The Accountant 
may receive their copies of each week’s issue 
within a few days of publication by subscribing 
for the airmail edition printed on special thin 
paper of high quality. The subscription for the 
airmail edition as from January 1st next is £9 15s 


a year, including additional postage, irrespective 
of the country to which copies are sent, and 
44 175 6d per half-year. 

Readers abroad who are interested in receiving 
the airmail edition, or anyone who may wish to 
send The Accountant to relatives or friends 
overseas, should write to the Subscription 
Department, 15: Strand, London WC2. 
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Weekly Journal for the 
Accountancy Profession 
throughout the World 


Greetings 


To our many readers at home 
and abroad we extend our good 
wishes for a Happy Christmas 





and a Bright and Prosperous 
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Counsel for Christmas 


T is a reasonable assumption that every accountant's office 
је: wil be vacant on Christmas Day This, however, does 

not mean that we, also, can hang up ou- editorial hats and go 
home. 'The same demon who drives us ta give wise counsel on 
this particular page for the other fifty-one weeks of the year never 
lets up even for this our Christmas issue. He is behind us at this 
festive moment, exhorting us to give our readers another [рай of 
dynamic advice on how to run their pract:ces so that they may 
provide better service for their clients. Remzmber, he hisses, that 
SHAWw’s remark about Dr Јонмзом wasting his time drinking with 
fools in taverns when he should have been shaking England with 


«the thunder of his spirit applies, also, to so many accountants 


always much too facile at finding excuses for merrymaking. 

There is, we have to admit, something in what our demon says 
but in mitigction, and while we бо not wish t5 anticipate the rather 
more serious article which we have to wr:te next week on the 
events of the accountancy year, it is fair to say that 1965 has been, in 
the most moderate language we can muster, г stinker. Accountants 
in practice have“had to wrestle with a diabclical Finance Act, the 
like of which will (we hope) never be repeated. Accountants in 
industry are already careworn with the -ask of dividing the 
customers they dine into the allowable and the non-allowable. 
On top of this, there have been a number o: disturbing incidents 
revolving round the practical application of company law. Indeed, 
members are expected to know so much nowadays but few could 
place their hands on their 1966 Accountant’s Pocket Diary and 
swear that they are familiar with all the fiscal changes recorded 


An that useful volume. 


Next week-end the accountant's office, still wearing the tin- 
selled trappiags which are his typists’ ideas of seasonable décor, 
will be empty, but his ‘In’ tray (for clients and customers have a 
nasty habit af transferring the contents of Фешв to his on the eve 
of any holiday) will be full. Although outwardly he will present 
to his family and friends the appearance of one completely the 
master of himself, intent only on spreading happiness around 
whatever circle he happens, inevitably, to be the centre, his 
seething mind even in the midst of his Johnsonian merrymaking, 
will be relentlessly composing replies to awkward letters and 
forming plans for streamlining his office beginning with that 
dustbin of a waiting room. What was it that fellow said about it in 
a Practice Administration booklet? Here then at last (as the demon 
impatiently rudges our elbow) is the apolaustic advice which we 
have to give cur readers this week as Christmas approaches — relax. 
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Taxes in Accounts — All Change 


HE time is fast approaching when most 

companies must draw up the first set of 

accounts reflecting the impact of the 
Finance Act, 1965. While this has ushered in 
upheavals on a scale comparable with those which 
. followed the Compenies Act of 1948, this Act 
has not yet been amended in respect of the new 
accounting treatment required. 

The presentation 5f taxation matters in com- 
pany accounts has p-eviously engaged the atten- 
tion of the Research and Publications Committee 
of The Institute of Chartered Accountants of 
Scotland and the commissioning of a further paper 
on this subject is timely. Mr J. D. S. Harrison, 
M.A., C.A., is the author responsible for this study 
which is reproduced on other pages of this issue, 
but it reflects encouragement and help from other 
members of the Scottish Institute and offers ап 
interesting follow-up to the statement recently 
issued by the Council of the Institute south of 
the Вогдег!. 


There is a good deal of ground common to both 
documents althougk it is interesting to note 
variations of emphasis in the treatment of taxation 
liabilities in the balamce sheet, the first topic dealt 
with. Attention is given to the implications of 
franked investment income, the uses of a tax 
equalization reserve and the need to recognize 
potential capital gars liabilities. Mr Harrison 
goes further in this consideration of the new 
qualifications affectimg reserves and share capital 
with particular refer2nce to 'distributions' which 
are of significance not only to the company but 
also, in the context ef surtax, to the shareholder. 
Thus members may need a warning that their 
right to capital repayment in respect of their 
holdings is tainted by a history of bonus issues 
or preference shares redeemed after April 6th, 
1965. 

Fresh ground is broken by Mr HaRRISON's 
study of the changes required in the profit and 
loss account. Indeed, it is refreshing to find the 
attention of accountants drawn to the problems 
involved in calculat ng dividend cover, a matter” 
perhaps beyond their immediate responsibilities 


1 See The Accountant, November 13th, 1965. 
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as officers or auditors, but опе which is of primary 
importance to the shareholders whose interests 
tLe accounts are designed to serve. In view of its 
sEmnificance in assessing market value, this cal- 
culation deserves the assistance of a revenue 
account set out so as to enable the task to be 
p2rformed in the most meaningful manner 
possible. The study includes a comprehensive 
threefold illustration and discusses the merits 
and fallacies of alternative methods of calculation. ' 

The transitional problems of making effective 
comparisons of tax charges should, it is suggested, 
b2 solved by a rather detailed analysis which could . 
spotlight such items as interest on loan capital Y 
not ranking as a deduction for corporation tax. 
Certainly the study makes a valid point when it 
says that initially it will often be advisable for 
companies to sacrifice brevity and simplicity so 
that their taxation position may be adequately 
understood. | 

The Society of Investment Analysts has 
saggested that shareholders should be told which 
companies are close and, if possible, which are 
rot. Mr Harrison, however, adopts a less 
accommodating stance, putting forward the view 
tiat a public trading company should remain, 
s lent unless it is definitely known to be ‘close’. 
He points out that there must be an enormous 
number of public companies which cannot be 
certain of their status and he feels that it would 
Бе unfair to pinpoint the area of doubt, as would 
kappen if companies clearly ‘non-close’ were 
identified. 

However, it appears to us intolerable that the 
position of so many companies should be clouded 
vith uncertainty over the years to come, parti- 
cularly in cases where a shortfall ‘clearance’ is 
rot obviously available. The solution we favour 
is that where the status of a company for a given 
eccounting period cannot be positively ascertained 
when a reasonable interval of time has elapsed, 


the Inland Revenue should agree to treat it as | 


‘n0n-close’ whatever further facts may subse- ` 
cuently be ascertained. At all events we regard 
i- as a matter of urgency that the Board should 
глаке its position clear now if the goodwill of 
zccountants is not to be lost. 
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CORPORATION TAX 


. 


HERE a company paying dividends in 
1965-66 is a member of a group, 
section 83 of the Finance Act, 1965, is, 
as we have seen, modified by Schedule 19 of that 

Act. Paragraph 4 of that schedule deals with the 

case of a company which is the principal of a 

group and which elects (by April sth, 1967) that 

· paragraph 4 shall apply in place of paragraph 3. 

Paragraph 4 does not say for how long a period 

in 1965-66 a company must satisfy the require- 

ments of that paragraph before it can elect that 
«7 paragraph 4 shall apply. 
^ The paragraph 4 principal's standard amount 
is to be arrived at: 

(a) by aggregating the dividends paid by it in 
its standard period with those paid by the 
companies which are from time to time 
its subsidiaries in that period (but dis- 
regarding intra-group dividends); and 

(b) by aggregating the share capital in any 
period with that of the companies which are 
from time to time its subsidiaries in that 
period (but disregarding direct intra-group 
holdings); and 

(c) by aggregating the profits and losses of the 
members of the group in the same way (but 
disregarding franked investment income 
from members). 


qe 


For the purpose of computing the share capital of 
a subsidiary which became a subsidiary part way 
through a period, its capital at the time of 
becoming a subsidiary is taken ag its initial capital 
in the period (paragraph 4 (2)). 

So much for the computation of the paragraph 4 
principal's standard amount. As regards dividends 
paid in 1965-66, the dividends paid by the para- 
graph 4 principal are aggregated with those paid 
by its subsidiaries (excluding intra-group divi- 
dends) From this aggregate must be deducted 
the amounts which any of the subsidiaries are 
treated under section 83 (and paragraph 2) as 
paying on April 6th, 1966 (paragraph 4 (4)). 

Whether paragraph 3 or paragraph 4 applies, 
there are further complications where a company's 
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. Excess Dividends — IV 


profits include dividends paid by an overseas 
trade corporation out of exempt income. These 
are dealt with by paragraph 5 of Schedule 19. 

As already indicated, these extraordinarily 
complicated provisions for determining the 
standard amount permit, and even invite, a 
certain amount of manipula-ion..But suppose that 
a company inadvertently exceeds its standard 
amount in 1965-66, or is forced to exceed it by 
circumstances beyond its control. All is mot yet 
lost, because at any time before April sth, 1968, 
it is entitled under sectior. 83 (11) to apply to 
the Inland Revenue for complete (but not partial) 
exemption from 'the foregcing provisions of this 
section’, 1.2. from subsection (1). 
- Nothing is laid down about the form of the 
application, so presumabl7 it could be made 
orally, altFough that could te highly inconvenient 
to both parties. However, what. the company 
has to do is to ‘show’ to the Inland Revenue that :. 
- “t was not the company's main purpose or one of 

its main purposes in paying that excess to avoid or 

reduce a liability under seztion 47 (3) of this Act 

in respect of dividends paid after (April sth, 1966)’. 
With this standard of drafting, one can only 
grope one's way. The company does not pay an 
‘excess’ as such. It could well pay a number of 
dividends in 1965-66, only some or one of which: 
puts the total above the standard amount. In 
relation ta which payment ог payments is one to 
look at the company's main purposes? 

When one looks at the definition of the offend- 
ing purpose, viz the purpose of avoiding or re- 
ducing ‘liability under section 47 (3) . . . in respect 
of dividends paid [sic] after that year, the con- 
fusion grcws. No dividend paid after April sth, 
1966, is going to escape liability under section 
47 (3). What the draftsmzn could have said is 
‘liability under section 47 (3) . . . in respect of 
dividends which might Lave been paid after 
April sth, 1966, but for the payment of that 
excess’. 

The draftsman has also clearly been so much 
impressed by talk of ‘clearance certificates’ from 
the old surtax direction provisions (although 
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there never was any such ‘certificate’) that he has 
decided to introduce a real certificate for section 
83 (11) purposes. If the company satisfies the 
requirements, the In. and Revenue must give it a 
certificate saying tha: the company is entitled to 
exemption under subsection (11), whereupon 
subsection (1) is not ~o apply. What the company 
is to do with this cert-ficate is not stated. 

Although the dury to give a certificate is 
expressed in mandatory terms, there is provision 
in subsection (11) for the company to appeal 
against a refusal. It Las the same right of appeal 
as if the refusal were a Schedule D assessment, 
with the usual provisions about stated cases and 
the like. A notice of assessment has a date; and 
the appeal must be made within thirty days of 
that date. Presumab;y then, it is contemplated 
that the Inland Revenue will express its refusal 
in a dated document, so that the period for 
appealing may согатепсе. Suppose, however, 
that the Inland Revenue simply neglect to give 
the certificate. If thers is no certificate, there is no 
escape from tax under section 83 (1). If there is 
no letter of refusal, {лете is no scope for appeal. 
It would have been better to say that if the Inland 
Revenue had not int mated a refusal within, say, 
one month, then the exemption applied. 

'The draftsman has avoided the mistake made in 
the drafting of the old 2xcess profits tax legislation, 
where at first the onus was on the Crown to prove 
the avoidance motive- Under section 83 (11) the 
company has to prove the absence of that motive, 
the satisfaction of the Inland Revenue or of the 
appeal commissioners. If the company paid the 
excess in order to turn aside a threatened surtax 
direction, then it succeeds, notwithstanding that 
the main purpose was to avoid surtax. If the 
shares have been disposed of on a prospectus 
issued before 1965 wkich promised the offending 
. dividends, then again the certificate ought to be 
given. ' 

So far in our examiaation of section 83 we have 
confined ourselves to what we call revenue divi- 
dends paid in 1965-65. The Act does not define 
these except by saying that they do not include a 
‘capital dividend’, wh:ch equally it fails to define. 
Presumably a capital dividend is one made out of 
capital profits or out of some other windfall, 
such that the dividend is not within section 184 
of the Income Tax Act, 1952, and, therefore, is 
not income in the har ds of the shareholder. 
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Capital dividends paid in 1965-66 are dealt 
with by section 83 (12) which, unlike section 
83 (1), treats every company individually, whether 
or not it is a member of a group. It is confined to 
capital dividends paid by 2 resident company 
after April 27th, 1965 (the date the Bill was 
published). However, a capital dividend paid 
after April 27th is to be regarded for this purpose 
as paid before [sic] April 27th, if: 

(i) it was declared in general meeting before 
April 27th; or 

(ii) it was declared in general meeting after 
April 27th; but 


" 


A 


(а) the payment was in accordance with a: 


directors’ recommendation; and , 

(b) the decision to make the recommenda- 
tion was publicly announced before 
April 27th; and 

(c) the announcement was made with the 
authority of the directors; or 

(iii) (а) it was paid in accordance with a 

directors’ decision; and 

(b) the decision was publicly announced 
before April 27th; and 

(c) the announcement was made with the 
directors’ authority. 

It will be observed that these special relieving 
provisions are of no assistance where the dividend 
was actually paid om April 27th, an omission 
typical of the standard of drafting of the Act. 

The capital dividends within section 83 (12) 
have to be compared with the yearly average of 
capital dividends in the period from April 6th, 
1962, to April 5th, 1965 (or from the date the 
company began business if this was after April 
th, 1962). If it exceeds that average, the excess is 
to be treated for Schedule Е purposes (but only 
as regards the company) as though it were a gross 
dividend paid on April 6th, 1966. Thus, the 
company must account to the Revenue for stand- 
ard rate tax on this excess, but the excess is not 
treated as the recipients’ income. There is no 
provision for applying for exemption from this 
impost. It has been suggested that section 83 (12) 
provides for the grossing-up of the excess, and 
certainly the wording of the subsection could 
hardly be more confused. However, we are. satis- 
fied that no such grossing-up is authorized. 

(Concluded.) 
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Accounting and Management 
in the Soviet Union 


by T. E. GAMBLING, B.Com., F.C.A. 


visit of four or five weeks’ duration in the 

Soviet Union. The objective of the crip 
was to establish contact with Russian counrer- 
parts in the teaching of business administration 
and accounting. The Soviet announcement of rew 
reforms, which appear to endorse some form of 
profit motive, had not then appeared, althouga it 
was well enough known in official circles that 
something of the sort was proposed. “he 
Financial Times of October 4th said: 

"Ihe Russians . . . have come resolutely on the 
side of the profit-motive and of freedom for the 
factory directors to do their job in the way hat 
appears best to them and their colleagues on the 
spot.’ 

In fact, the Russian statement is at least as 
guarded and careful in tone as most documents 
which come from that source, and it is likely that 
several years will elapse before westerners сап 
say with real certainty what the changes amo nt 
to. It seems that workers’ bonuses and welfare 
benefits will be more closely associated with -he 
existence of a profit fund, and that this fund "vill 


Te writer has recently returned from a 


V^ also have to meet tax payments which will be more 


closely related to the capital employed within zhe 
enterprise. Plan fulfilment will be in terms of 
sales rather than production as in the past; which 
implies that the goods will have to be acceptable 
to the consumer. Consumer-orientation has bzen 
apparent on the Russian scene for some little time, 
arid the larger stores in Moscow occasion-lly 
exhibit placards over the various counters statng 
that the goods sold there are Фће products cf a 
particular enterprise — a version of the ‘branding’ 
system which surprised some of the writer’s 
fellow visitors. 


Study of Motives 


The study of Soviet management is not an ile 
whim. One rather readily assumes that West-rn 
economy is motivated purely by the profit motive, 
but reflection will suggest that this is not quite 
true. Even the most blatant capitalist stop: a 
little way short of attracting adverse notice from 
the central Government if he can, and, in fact, ће 
motives of the entrepreneur are likely to be mixed. 


Тће difüculties of arriving at incontestable 
criteria of success have been clearly seen in the 
Soviet Union for a long period of time; indeed, 
this is probably why they are now re-admitting a 
limited profit motive. А study of the motives 
which drive a Russian industrial enterprise can 
tell us a lot about similar pressures which exist in 
Western counterparts, and especially in those 
which, by reason of their size, exhibit a rea8onably 
well-defined hierarchy or chain of command. 


Unified Authority 
Fundamentallv, Soviet industry is a hierarchy; 
from a central point, control descends downwards 
through a multiplying series of regional and 
industrial boards to the individual firms or 
enterprises. Outwardly, therefore, the structure 
of Soviet industry is monolithic, and one might 
suppose that plant managers were rigidly con- 
trolled by superior officers. Lord Snow, who 
has had ample opportunity to study hierarchic 
organisms at close quarters, has written: 

‘To get ои шк in any highly articulated 
organization, you have to carry people at all sorts 
of levels. It is their decisions, their acquiescence or 
enthusiasm (above all the absence of their passive 
resistance), which are going to decide whether a 
strategy goes through in time." 

From very early days after the Revolution, the 
Soviet acthorities seem to have been well aware 
of the impossibility of running their industry on 
purely bureaucratic transmission of instructions 
to lower levels. To this end they have adopted 
the principle of edinonachalie, which may be 
translated as ‘unified authority’. 

J. S. Berliner in his Factory and Manager in the 
U.S.S.R. (Harvard, 1957), tells us that ‘the notion 
behind edinonachalie is that a line official at any 
level assumes full responsibility for the entire 
unit over which he has charge’. Thus each 
enterprise has its director who not only has full 
authority, but is unable to diminish his own 
responsibility for failure by citing the short- 
comings of subordinates, or even of suppliers 
and line-superiors. 


1 Science ard Government (O.U.P. 1961, page 60). 
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Another aspect of Фе hierarchic structure which 
must be considered is 'the plan'. А target is set 
for the industry, not enly in respect of its output 
but also covering its allocations of resources of 
material, labour anc capital equipment. The 
' targets and allocatioms are subdivided through 
the various steps in the chain of command down 
to the enterprises, ала at this stage a good deal 
of bargaining takes piace. In fact, a superior has 
the absolute power te overrule his subordinates 
in this matter of the plan as in other matters, 
but clearly he has to -ake account of their views, 
since he himself will be personally responsible 
for their failures. 

This із not the only respect in which the plan 
is less rigid than might be supposed. Firstly, it is 
liable «o be revised in the light of changes of 
circumstance during the year; again, it is subject 
to a changing series of overriding directives to 
give priority to certiin industries, methods of 
operation, and so on. Even of greater practical 
importance is the fact that all these objectives 
and allocations have until recently been expressed 
as (i) a given ‘assortment’ or mixture of items, 
(ii) to be produced or used in given quantities, (iii) 
at given prices, and hence with a given cash value. 
It is quite possible to fulfil one of the aspects 
without fulfilling the other. Finally, the plan is 
not a 'budget': pecple are given 'premiums' 
(bonuses) for over-fulfilling their share of the 
plan. Theoretically, to overfulfil is as undesirable 
as to underfulfil, since it usually would involve 
the use of additional materiel which the plan had 
presumably allocated elsewhere; but obviously 
the Russians take the view that the overfulfilment 
by the technically eficient will be offset by the 
failures. of the rest. 


Rapid Promotion – or Demotion 

А very .noticeable feature of Russian industrial 
life — until fairly receatly anyway — was the short 
time for which most managers stayed in any one 
position. People wer2 very rapidly promoted or 
.demoted on the basis of the ‘success’ with which 
they were judged to have performed their duties. 
Thus a central prob.em of a study such as this 
must be the nature of the standards by which an 
administrator is seen to be successful. There are 
quite a number: proatability; solvency; the ful- 
filment of the plan either in assortment, output 
or cash value; improved quality or technical 
innovation; fulfilmert.of the special directives; 
good labour relations; good consumer relations. 

If the foregoing desiderata can be evaluated so 
that, say, the degree of satisfaction arising from 
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аз per cent over-fulfilment of the cash value plan 
for the output can be weighed quantitatively 
against the inability to meet 5 per cent of one's 
creditors, it would be possible to calculate possible 
optimum courses of action. In fact, the Soviet 4 
authorities are peculiarly unwilling to do this: 

*. . . the failure — as they see it – of any composite 

index to give due weight to all the individual 

factors in a situation, seems to the too serious to 
permit wholehearted adoption of any unitary 
measuring stick. They refuse to renounce the 
flexibility inherent in deciding every question 

“on its merits" . . .? 

Whatever criteria may be paramount, one fea- 
ture of the system makes the achievement of any , 
sort of success a matter of some difficulty; the 
existence of an allocation of material, or a fund 
for the payment of wages do not of themfSelves 
guarantee the arrival of the goods or workers, even 
in the U.S.S.R. Suppliers may decline to accept У 
сспітасіз, or quote very distant delivery dates, 
ard in any case they may fall down on delivery. 
Contrary to popular belief, a Russian worker can 
ckange his job, and when a class of labour is in 
short supply personnel officers most certainly do 
‘bid up’ for it. · 


Bonuses and Commissions 

As a director cannot use simple non-arrival 
of resources as an excuse for non-fulfilment, it 
is his duty to obtain these resources in spite of 
the difficulties. As a result, he and his subordinates 
develop a number of techniques ef procurement, . 
most of which are socially undesirable in Russian 
eyes, while many are in fact illegal. In general, 
there are two parts to the operation; first, to build 
up some financial Чар within the organization 
by making profits and especially by making 
inflated requisitions for material and wage funds. 
The second step is to exploit these unused stocks 
tc best advantage. | 

Clearly, the existence of an enormous stock of 
the materials required enables a firm to withstand 
non-delivery, but also it seems that the existence 
of utterly useless supplies is better than nothing 
since it may be possible to trade them for the 
required item with another firm which has a 
surplus. À fund of surplus cash permits the 
payment of semi-illegal bonuses and commissions, 
and even down-right bribes. Workers can be 
attracted or retained by superior housing and - 
welfare conditions, gifts of supplies, and above 
all by the manipulation of planning targets and 
output figures so as to ensure that they receive 


з D. Granick, Management of the Industrial Firm in the 
U.S.S.R., Columbia. 1954. Page 188. 
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respectable premiums in addition to their basic 
wages. Ав might be expected, this seamier side 
of Russian industrial life is surrounded with a 
general sense of the desirability of ‘knawing 
the ropes’ and having as wide as possible a circle 
of kinship and friendship. 

A very unfair feature of much of what has been 
written in the West about Soviet industrial 
management, is the suggestion that the foregoing 
shifts and evasions are either endemic ir the 
Russian character, or in a planned, socialized 
economy ; it may be that the fact that they are in 
contravention of a definite zoning and rationing 
policy merely makes the real nature of this type 
of activity more apparent. Апуопе with much 
knowledge of industrial life in the West will be all 
too aware of the inevitability of any efficiency 
bonus-system quickly becoming part of the ex- 
pected basic wage, and no one need imagine that 
output and target figures are not shamelessly 
adjusted to take account of this. — 


Greasing the Wheels 

As regards the supply of goods, what is sup- 
posed to happen in the West? If the manager of a 
plant or his purchasing agent finds himself in 
urgent need of a special type of steel, he may be 
told by his supplier that there is a delivery of two 
or three weeks on that particular grade. Now this 
is a free economy, so in theory he ought to be 
able to say to the supplier, “The list price of this 
stuff is £47 5s per ton, but such is my need that I 
would pay £50 for an immediate delivery.’ In fact, 
a modern society cannot operate where each trans- 
action is the subject of a primitive haggle of this 
sort, and the purchaser is likely to pursue his 
steel supplies through devices of friendship, 
'know-how' and small gifts and entertainments 
not all that dissimilar to those of his Soviet 
counterpart. | 

This apparently universal need to grease the 
wheels of the economic system is far less socially 
acceptable in the Soviet Union than in the West, 
but those Western business men who write their 
memoirs do not much refer to these petty shifts — 
perhaps because of the frequency of their occur- 
ence. 

One is tempted continually to liken Soviet 
industrial management to a military command. 
In reality, the attitudes are similar in all large- 
scale hierarchies, but it may be convenient to 
discuss them in more or less military terms: 


(i) a local commander has complete freedom, 
and absolute responsibility for 'tactics' 


THE 
ACCOUNTANT 


803 


within a general framework’ of ‘strategy’ 
imposed from above; | 


(ii) considerable emphasis is placed on out- 
ward conformity; is to regulations; as to 
orders; as to respect for superiors; as to 
paper-work genera_ly ; ` 


(iii) however, the cortrollers of hierarchic 
organisms are well aware of the fact that 
actual conformity to a comprehensive 
ccllection of regulations will lead inevitably 
to bureaucracy and infantilism, and they 
exhibit a healthy cynicism towards breaches 
of discipline whica are accompanied by 
‘success’; all they ask is that their perpet- 
rators do not make a public scandal which 
might undermine tke image of hierarchy ; 


(iv) the tendency is, taerefore, to emphasize 
personal qualities cf leadership and initia- 
tive; it is odd how success is personalized 
and one refers to a successful commanding 
officer rather than to a successful unit; 
this tendency is lessnoticeable at the higher 
level of the hierarchy, however, both in 
the U.S.S.R. and esewhere; 


(v) the criteria of success in these circum- 
stances are commonly mixed and even 
contradictory and z career in a hierarchy 
is one of continual compromise; contrary 
to popular fictior, leaders are sought 
amongst the organization men, rather than 
the obsessed fanatics; however, a limited 
number of ‘odd-kulls’ do survive and, 
indeed, flourish — a tribute to the fact 
that where there are no absolute criteria 
of success, one cannot be too dogmatic 
about the methods »f achieving it; 


(vi) in one matter, however, there is no room 
fo: cynicism; that is in ‘loyalty’; leaders 
are expected to be whole-hearted in their 
commitment. 


Misdeeds Pablicized 


To conclude these descciptive paragraphs on 
the general framework о: Soviet industry, one 
might add that the most surprising ‘thing of all 
is that there is so much information about its 
seamier side, in view of the importance attached 
to outward conformity. Ir the West, promotions 
and demotions of executives are matters for most 
secret discussion and if.tkey are reported in the 
Press at all, it is not often that comment is added 
as to the reasons. Russian newspapers and technical 
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journals, however, quite commonly carry news 
stories setting out tbe industrial shortcomings 
and misdeeds of named individuals and organiza- 
tions. = 

"These stories, ковање with the reports of 
exiles and occasionzl denunciations of mal- 
practice in official speeches, form the raw 
material from which critical appraisals of the 
Soviet system are constructed. Their existence is 
partly. due.to the i impcrtance attached in commu- 
nist theory to public criticism and self-criticism, 
but also to the fact that ordinary members of the 
public are expected їз take a real interest in the 
economic activities cf the country. Moreover, 
many of the news storizs and much of the comment 
which occupies the pages of the western Press 
would not be acceptaEle and so there is room in a 
Russian paper for the ingenuity whereby: 

"Ву the order of Comrade Matevosian, the chief 
engineer of the planz, it was decided to prolong 
the receipt of finished products from the rolling- 
mill on March $ саш 1.30 a.m. of March 16th. 
On March 1ith Comrade Matevosian authorized 
the inclusion, in the output of the current day, of 
the output of the quality-steel shops which had 
gas been comple-ed by 6 a.m. on the following 

y 

Such practices have zome о the notice of the 
writer on more than cne occasion in his career in 
the West, and one must be grateful to the Soviets 
for this glimpse of aspects of industrial realism 
commonly hid from Western eyes! 


Place o? Accounting 


Accounting, or as the Russians more correctly 
describe it, ‘reporting’ plays a major part in the 
workings of this syscem. Lenin himself was a 
firm believer in the need for statistical information 
and accounting textbeoks not infrequently quote 
from the ‘classics’ the various references he made 
to the place of accounting in the various stages of 
development of a socicty ; indeed, the organization 
for gathering industr-al statistics was formed as 
early as July of 19184 

It is true to say thet a much larger proportion 
of Soviet national statistics are gathered bv direct 
aggregation of the recurns of enterprises than is 
the case in the West. This involves enormous 
amounts of paper-work and employs very sub- 
stantial numbers of people. Many of these are 
noticeably poorly рагі, but the chief accountant 


з Chernaia Metallurgiia, March 2204, 1941. 
Berliner, ор. cit. page 161. 

4 $, Grossman, Soviet Statistics of the Physical Output of 
Industrial Commodities. P=inceton 1960. Page 13. 
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of an enterprise is a person of some importance. 
He is not appointed by the director, and neither 
can the director remove him; all payments have 
to be made through him and he has personal 
responsibility for seeing that, no improper pay- 
ments are made. 

This arrangement might seem likely to give 
rise to strained relations between the director 
and his chief accountant; in practice they would 
seem to 'rub along'. In many ways the chief 
accountant has been charged with a large part 
of the duties of a Western auditor who has no 
precise counterpart in Russia, and an examination 
of the facts of some Western cases of professional 
negligence shows that the accountant/auditor is 
expected to use his discretion to distinguish the 
‘material’ or ‘scandalous’ from а more normal run 
of clerical inefficiency and grubby commercial 
morals. In addition, a number of inspectors from 
the higher echelons are charged with the task of 
investigating the activities of the enterprises from 


time to time; moreover, the local Communist 


Perty secretary and the trade union organizer also 
have a duty to see that the plant is being run in a 
proper manner. 

One might well imagine that the director was 
continually beset by snooping subordinates and 
in danger of denunciation at all times. In fact, 
the Soviet system would seem to be more subtly 
devised, in that people are rarely given these rights 
of inspection without being made personally 
responsible for the ‘success’ of the enterprise to 
the same extent as the director, but without dimi- 
nishing his liability in any way. This personal 
involvement makes it hard to avoid the appear- 
arce of a conspirator turning State's evidence, 
ard a successful denunciation will only result in 
the official being faced with a similar relationship 
w-th another director, perhaps in another factory ; 
ard in view of the man's previous history the 
incoming director is not likely to take him fully 
into his confideace and the official may well 
find himself sharing the responsibility of some 
major scandal of which he knew nothing. 


Place of the ‘Party’ 


The place of the ‘Party’ in all this is something 
which cannot too readily find its equivalent in 


Western industry. The point to be remembered ~ 


is that the director and other senior officials are 
certainly (party actives' themselves; this is the 
official reason for the increasing degree of in- 
dependence which is given to the director of an 
enterprise. It is believed that so long as the 
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“director remains a loyal party member, he will 


not stray too far from the spirit, if not the letter, 
of Soviet ideal. 

Against this background information which has 
been gleaned of the workings of a Russian enter- 
prise (and one may expect a greater degree of 
uniformity than in the West), one can reach some 
sort of conclusions about the accuracy of the 
accounts and statistics which they produce. ЈЕ 
is noteworthy that most of the material described 
so far concerns the enterprise and little has been 
said about the upper echelons; in fact, little is 
known of the activities of the latter. 

Other writers on this topic, who for the most 
part have been chiefly concerned with the final, 
national, figures for such purposes as calculating 
growth rates, have come to the conclusion that 
while ambiguities in the results are occasionally 
exploited in the publication of such figures, there 
are few evidences of internal inconsistency in 
the figures themselves. Abram Bergson has 
suggested that it is unlikely that the Russian 
authorities engaged in ‘double book-keeping’, 
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with one set of figures Zor their own use and 
another for publication, largely on the grounds 
that such a device could hardly be kept secret’. 
The writer finds the suggestion equally unbeliev- 
able on other grounds; one often hears people 
talking of ‘another set of books for the Inland 
Revenue’, but so far he Баз never met, or heard 
circumstantial reports of, any actual cases. 

Apart from increasing the risks of detection, 
the sheer effort involved makes it unlikely and 
moreover, such a proceeding would imply a 
degree of open, bloody-minded cynicism which 
(it has been suggested above) is the antithesis of 
the spirit in which an hierarchy must operate if 
it is to maintain control o: its local commanders. 

The writer's: brief preliminary visit to the 
Soviet Union makes it clear that further $n-the- 
spot investigation there will produce valuable 
results. Familiar problems take on a new light 
when seen against the background of an alien 


society. 


5 Reliability and Usability of Замет statistics’, The American 
Statistician, June/July 1953. Page 21. 


A C.P.A. Looks at the Finance Act, 1965 


by L. C. JOHN BROWN, F.C.A., C.P.A. (North Hollywood) 


HE American accountant can find many 

terms in the new Finance Act with which 

he is immediately familiar. Obvious exam- 
ples are ‘corporation’ and ‘capital gains’, used in 
place of such British expressions as ‘company’ 
and ‘capital profits.’ Previously the ‘closely-held 
corporation’ has been the American equivalent 
of the ‘director-controlled company’, but the 
introduction of the ‘close company’ makes the 
terms very similar. Interestingly, ‘spillover’ has 
crossed the Atlantic to become “overspill.’ 

United States corporate tax rates are currently 
22 per cent on the first $25,000, and 48 per cent 
on profits in excess of $25,000. If, therefore, 
corporation tax is levied at a rate in the region 
of 35-40 per cent, the smaller British company 
will pay more tax than its American counterpart ; 
and in the case of the larger company, the 
reverse will be true. 

The American corporation has a distinct advan- 
tage in that it may claim depreciation allowances 
on shops, offices, and similar buildings not covered 
by industrial buildings allowances in the United 
Kingdom. 


One wonders whether the high tax rates com- 
bined with restrictive legislation on the accumu- 
lation of profits will force many small British 
companies to liquidate and trade as partnerships. 
Liability insurance may be less expensive than 
limited liability, and tax deductible, too. United 
States tax law allows corporations with ten or 
less stocxholders to elec- to pass profits and 
losses through to the stockholders much as 
though they were partners. This legislation is 
widely used. Perhaps a future Finance Act 
will intrcduce similar legislation in the United 
Kingdom. 

Lest the British accountant should think that 
the export of tax law is a one-way traffic, he will 
be comforted to note that the 'balancing charge' 
has recently invaded the United States under the 
guise of "depreciation recapture.’ The American 
‘investment credit’ seems to have been inspired 
by the ‘investment allowance’. 

Co-operation between the great English- 
speaking nations is an excellent aim, but is 
the borrowing of tax law really cricket — „ог 


baseball? f 
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Presentation of Taxation Matters 


in Company Accounts 


by J. D. S. HARRISON, M.A., С.А. 


HE Finance Act 1965, has raised several 

problems on the pxesentation of tax in company 

accounts, and the following points may prove 
to be of interes. Whem any major change in the 
contents of accounts is brought about by new legis- 
lation, X is advisable tc present matters in greater 
detail at the outset than may be necessary at a later 
stage when a body of generally accepted and under- 
stood conventions has been built up. It would seem 
therefore that, for the next yeat or two, it will often 
be advisable for companies to sacrifice.brevity and 
simplicity in presenting -heir taxation affairs. 


Treatment of Liabilities in Balance Sheet 


Under previous legislaion, future taxation based 
on the profit of the yeaz was shown in the balance 
sheet between sharehoklers' funds and liabilities, 
described in some such way as 'Future taxation — 
estimated liability to income tax 1964-65’. This 
treatment was determined by the fact that the liability 
had not crystallized at tae date of the accounts and 
was payable in respect of a subsequent period. Profits 
tax on the other hand was in all respects a liability 
at balance sheet date and was shown as such. Corpora- 
tion tax resembles profits tax in this respect as it is to 
be assessable on companies for accounting periods 
and is a charge on the itcome arising in the account- 
ing period. The liability to corporation tax, therefore, 
will have crystallized as at the date of any accounts, 
and the necessity for th» 'future taxation' treatment 
disappears. This principle is not altered by the fact 
that the rate of corporation tax applicable for an 
accounting period may mot be fully known when the 
accounts are prepared. 

In the case of a continuing company, corporation 
tax will normally be piyable on the same date as 
füture income tax was paid. New companies will 
have to pay corporation -ax nine months after the end 
of the accounting perioc or, if later, one month after 
the making of the assessment, The liability to pay, 
therefore, will ordinarily be anything from nine to 
twenty months after the company's financial year-end. 

The manner in which the corporation tax charge 
for the year will appear in the company's balance 
sheet will depend to a certain extent on how the 
various liabilities are presented. The best practice 
is tg ‘age’ the liabilities and place them under different 
headings, ranging from. deferred to current, and it 


The Research and Publications Committee of 
The Institute of Chartered Accountants of Scot- 
land has commissioned this paper and has 
approved its publication in extension of a paper 
published earlier this year’. The Committee 
believes that the paper, together with its pre- 
decessor, presents a thoughtful and constructive 
approach to the problem with which it deals. 
As with other studies produced under the auspices 
of the Committee the paper sets out the personal 
views of the author, but he has discussed them 
with other widely experienced members of the 
Institute, and gratefully acknowledges the help 
which he has received. The views expressed are 
not necessarily shared by the members of the 
Committee. Neither the author nor the Committee 
suggests that the present treatment of the subject 
fs exhaustive but they hope that it will stimulate 
thought and discussion. 


would certainly seem preferable for corporation tax, 
which is not payable for a year or more after the date 
of the balance sheet, to be distinguished as a deferred 
liability and for the date of payment to be shown, or 
in the case of a group, the range of dates. 

The introduction of corporation tax does not in 
any way affect the necessity for having taxation equali- 
zation accounts, the considerations remaining pre- 
cisely as before. If, therefore, a company shows its 
liakility to corporation tax as a deferred liability, it 
would be reasonable to group with it the taxation 
equalization account although the latter represents a 
considerably greater degree of deferment: 


DEFERRED LIABILITIES + + 
‘Taxation equalization account 6,500 
Corporation tax payable on 

January rst, 1968 25,400 
£31,900 





It must be emphasized that the reason for separating ~ 


this corporation tax liability from the rést of the 

current tax is merely the delay in making payment. 
As it appears that the rate cf corporation tax will be 

less than the aggregate of the rate of income tax and 


1 Tae Accountant? Magazine, February 1965 
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' profits tax, there should normally be a release “om 
the tax equalization account in the first year in which 
corporation tax applies. The release will be sFown 
as a credit to profit and loss account below the "ine. 

Under current liabilities there will probably be a 
description ‘current taxation’ which would ccasiet 
of any corporation tax payable within a year fror: the 
date of the accounts, income tax deducted from ar оџа! 
payments (less income tax suffered on unfranked 
taxed income) and income tax withheld from 
-dividends paid or provided (less income tax 
suffered on franked investment income) which 
becomes: due to the Revenue on payment о: the 
dividend. - 


Qualifications Affecting Reserves 
and Share Capital 


Sin¢e the end of distributed profits tax the United 
ingdom reserves of a company have been shown in 
the balance sheet without qualification on the basis 
that any distributable reserves, whether capit=l or 
revenue, could be passed back to shareholders wiiout 
further liability to taxation other than the snare- 
holder's own personal surtax liability on revenue 
distributions. In future, apart from some transi3onal 
reliefs, any distributions of reserve will attract Пау 
to income tax. This will be common knowledze to 
shareholders and it is thought that no specific qxalifi- 
cation need be made on the accounts to that effect. 
The only specific qualification of this sort that is 
required arises if the company or its subsid' aries 
have any surplus of franked investment income over 
distributions available for carry forward to f-ture 


. years. The income tax on such excess franked irvest- 


ment income would be written off when incurrec but 
the existence of the surplus franked investmer- in- 
come including relief for the one-year or three-year 
surpluses permits the subsequent distributicn of 
reserves without further liability to income tax. This 
fact.should be duly noted on the balance sheet. 

Hitherto the main qualification affecting th= re- 
serves has been the warning that reserves hell by 
non-United Kingdom companies were subject to 
United Kingdom tax less the appropriate doub tax 
relief if remitted to the United, Kingdom. Normally 
there was no estimate of the extent of this contiazent 
liability nor in many cases was there any indiction 
of the extent of the reserves held by non-U-ited 
Kingdom companies. This qualification will become 
of less importance in future since it is only relevant 
where the overseas rate of tax eligible for relef is 
below the United Kingdom rate of corporatior tax. 
In practice, therefore, this note may tend to disap=ear. 
ТЕ 1з suggested, however, that if the point is still 
material the note should indicate the extent o^ the 
reserves affected and if possible an estimate sould 
be given of the additional tax likely to be sufered 
on remittances. i 

Hitherto when a company revalued a fixed zsset 
not qualifying for capital allowances the whole su lus 
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could be transferred to capital reserve. ‘This will no 
longer bs possible as the part of the surplus arising 
after April 6th, 1965, will be-subject to corporation 
tax if realized. It is suggested that provision will 
have to be made for this potential liability by trans- 
ferring part of the surplus to'a separate tax equaliza- 
tion account suitably described. If the asset written 
up is depreciated, then the provision for this tax 
liability can be written back to profit and loss account 
as the asset is written off. In effect, therefore, profit 
and loss account will bear the depreciation .on the 
write-up less corporation tax relief thereon, the 
corporation tax relief being derived from the provision 
set ap.a- the date of revaluation. ES 


7 Where a company makes а bonus issue after April 
6th, 1965, and subsequently reduces it$ share capital 
otherwise than in a liquidation, епа liability: to 
income tax falls on ‘the company' and a liability to 
surtax cn the shareholder in respect of the ‘capital 
repaid on the shares. Provided that tle old зћатев dnd 
the new shares form a single class’of‘share, 1t'i8 fiot 
necessary to distinguish which shzres are the original 
shares and which the bonus shares, since the bonus 
element is spread over the whole sharé capital. Thus, 
if a company's original share capital of 150,000 shares 
of Хт each was issued for cash at par and subsequently 
increased by a post-April 1965 bonus issue on a one 
for one basis, each of the 200,000 shares then in issue 
would be deemed to be made up to the extent of 10s 
‘per share by way of bonus issue, and on a subsequent 
reduction of capital each shareholder would pay sur- 
tax accordingly up to that amount. If a furtherj200,000 
shares were then issued to the public for cash, the 
post-April 1965 bonus element in both the old and 
new sheres would again be averaged out, this time 
at 55 per share, and on a capital reduction the new 
shareholders would apparently be taxed up to that 
amount even though they did not participate in the 
original bonus issue and even though they subscribed 
prp shares at full value. 
is is a point of great importance on any prospec- 
tus relating to the issue of hares but it is ава taper: 
ant that the balance sheet of-a company should give 
a warning 4ndicating the extent to which the share 
capital is made up of post-April 1965 bonus issues. No 
doubt companies that have made post-April 1965 
bonus issues will avoid capital reductions like the 
plague, but that is not an excuse for leaving the 
shareholder uninformed on what could be a vital 
matter to him. | 
The foregoing averaging process is our inter- 
pretation of paragraph 2 (3) of the Eleventh Schedule 
to the Finance Act, 1965. This is not necessarily 
one of the more lucid bits of the Act, but it seems that 
the sams principle does not extend to the various 
types of distribution set out in paragraph 1 of the 
Eleventh Schedule, from which it follows that, in 
determining whether a capital repayment exceeds 
the capital originally subscribed on a share, the share- 
holder has to identify the particular share that he 
holds. Thus, if a single class of redeemable prefefence 
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share is issued at different times, some shares at 20; 
and others at 212, and in due course all аге redeemed 
at 225, the shareholder will be liable to surtax either 
on 22 per share or 15 per share according to the parti- 
cular share that hé happens to hold; Normally shares 
issued at different prices in this way but otherwise 
identical in their rights would be treated as a single 
class and would be transferred as unnumbered shares 
or as stock. In such circumstances it would be im- 
possible, except in the case of shares which had 
remained in the same hands since issue, to determine 
which shareholder held which share. It is by no means 
clear what is supposed to happen in such. circum- 
stances, and one would hope.that the Revenue will 
gracefully accept that this part of their. Act won't 
work. If they do not do so it is questionable whether 
shares issued at different times and at different prices 
can reasonably be treated as a single class of share as 
is the nórmal practice today. In the meantime, how- 
ever, we suggest that the accounts of a company should 
indicate the range of prices at which any class of share 
has been issued, particularly if the share is a redeem- 
able preference share, so that the shareholder is at 
least put on notice of the point. 

A note is also needed in the case of a company 
which has redeemed preference shares since April 
1965. If such a company makes a subsequent bonus 
issue to ordinary shareholders the bonus issue ranks 
as а distribution attracting income tax in the com- 
pany's hands and surtax in the shareholders' hands. 
Thug the redemption of the preference shares is a 
permanent blister on the company's status and one 
that should be noted. In practice, of course, most 
companies will try to avoid redeeming their preference 
shares but many are committed to doing so and may 
be unable to avoid the commitment. 


Profit and Loss Account 


Once the transitional period is over, a company is 
going to be liable to bear three types of United 
Kingdom taxation on its profits: | 
(1) corporation tax on capital gains; 
(2) corporation tax on income other than franked 
investment income; and 


(3) income tax deducted at source from franked 
investment income. 


The company is also liable, of course, to account to the 
Revenue for income tax on its distributions leas relief 
for income tax on franked investment income. 

The treatment of corporation tax on capital gains 
does not present any special problems other than the 
one di above on the revaluation of fixed assets. 
А capital gain is usually an exceptional item and if so 
and if it 18 material the credit will be shown after 
deduction of corporation tax either below the line 
in the profit and loss account or taken directly to 
capital reserve again after deduction of corporation 
tax. If the gain is either immaterial or is not con- 
sidertd exceptional, it will be shown gross as part of 
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the profit before tax and the corporation tax on the' 


gain will be merged with the corporation tax on the 
trading surplus without distorting the relationship 
between profits and tax. 

In presenting the profit and loss account one is 
aiming amongst other things to show the cover that 
exists for the dividend as well as the earnings attribut- 
able to shareholders. This is somewhat complicated 
where there is a substantial amount of franked 
investment income. 

If we take a simplified example it is possible to see 
what the main problems are. The profit and loss 
account of a trading company which also has franked 
investment income should appear somewhat as 
follows: 


Profitfor the year before taxation £ £ 
Trading profits ei у T 
E 


investment income: 
Dividends from trade investments 
Other dividends s 


9,000 
1,000 








Taxation based thereon: 
Corporation tax estimated at 35 
per cent ae .. m 
Income tax on franked investment 
income .. A - 4 


35,000 


4125 





` 39,125 





Profit for the year after taxation 70,875 


Less: Ordinary dividend of x per 


cent 

Net dividend payable to share- 
holders after deducting in- 
come tax Sos và е" 

Income tax to be accounted for 
to the Inland Revenue on 
payment of the dividend .. 


11,750 


8,250 . 





20,000 


Less: Relief for income tax suf- 
fered on franked investment 
income .. Pu ‘ ia 4,125 

15,875 








£55,000 


Retained profits .. 


. 
The points which might be noted from the above 
example are these: 

(a) In order to show the relationship between the 
tax charge and the profit before tax, franked 
investment income must be distinguished. Had 
there been any unfranked investment income, 
it would have had to be shown separately from 
franked investment income. 

(b)'The rate at which corporation tax has been 
provided is shown. A company may not know 
the rate at which corporation tax is to be assessed 
on part of its profits for the year, but the esti- 
mated rate used in the accounts should be 
shown. 
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account at all. 


(d) Income tax on franked investment income is set 
against income tax otherwise payable in respect 
of dividends paid during the same fiscal year. 
"Thus in all probability part of the income tax 
on franked investment income received during 
any accounting year will be set against the 
dividend paid in respect of the previous 
accounting year. For example, if the accounts 

*of the above company run to September 

зо, 1968, with the franked investment in- 

v come received evenly throughout the year and 
the company's own dividends paid in Decem- 

ber each year, £2,062 of the income tax on 

franked investment income would be set against 

the dividend for the year to September 3oth, 

and £2 003 of the 

income tax on franked investment income 
would be available for set-off against the pro- 
posed dividend to be paid in December 1968 
after balance sheet date. It is considered that a 
company is entitled to take credit for income 
tax on franked investment income already 
received against a dividend that it proposes to 
pay, since the Hs of the dividend is within 

but that it should not take credit 

ux for income tax to be suffered on franked invest- 
4 ment income to be credited in the next set of 

accounts, even though the income tax on that in- 

come will in fact reduce the liability in respect 

of the proposed dividend. Briefly, if the franked 

investment income is an income receipt of the 

following year, the benefits that flow from that 

income should be related to that subsequent 


1967, paid in December 1967, 


pe own contro 


year. 


(е) If in this example there were a surplus of franked 
investment income over the dividends paid or 


proposed to be paid during the year, 


income tax on the surplus franked investment 


(i) The comparison of the gross dividend with 
the profits after tax giving a cover of 


ie. 
$ (ii) The comparison of the net cost of the 
dividend with the profits after tax . 

i.e. 


(iii) The comparison of the gross dividend with 
the net profits after deducting нш 
tax but before income tax 


je. 
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' {су Once the transitional period is over the only 

, United Kingdom income tax which will appear 
: in the profit and loss account will be income tax 
deducted at source from franked investment 
income, Other income tax deducted from 
interest on gilt-edged securities or other invest- 

' ménts will be recoverable by the company 
whether it makes a profit or a loss and as such 
should never appear in the profit and loss 


incame would be written off to profit and loss 
account and a note attached to the accounts 
showing the cumulative amount of surplus 
franked investment income available for carry 
forward. If such a surplus is utilized in a later 
year the fact should then be noted. 


A difficulty arises when one comes to calculate 
dividend cover. At first sight it would seem that the 
cover is the profit after tax divided by the gross 
amount of the dividend. But the cost to the company 
of the dividend will not be the gross amount if there 
is any franked investment income. This becomes 

parent if we consider the following example where 
tires companies each have the same profit after tax 
and make the same gross distribution: 




















A B c 
| & £ & 
"Trading surplus .. 153,846 135,769 • 99,615 
Franked investment in- 
come | _ 20,000 60,000 
Profit before taxation .. 153,846 155,769 159,615 
Less: 
Corporation tax (at 
35 per cent) . 53,846 47,519 34,865 
Income taxon franked 
investment income — 8,250 24,750 











53,846 55,769 59,615 


Profit after taxation £100,000 f 100,000£,100,000 





Dividend: + + £ 
Payable net to Mes 
holders .. 29,375 29,375 29,375 
Income tax thereon. . 20,625 20,025 20,625 











50,000 50,000 50,000 
Less: Relief for income : 











taxsuffered on franked 

investment income .. — 8,250 20,625 
Cost of dividend £50,000 ooo £41,750 £29,375 
Retained profits оссо 50,000 £58,250 £70,625 





The various cover calculations that can be derived 
from these figures are: 


A B С 
£ £ £ 
100,000/50,000 100,000/50,000 100,000/50,000 
2:00 2:00 У 2'00 
100,000/50,002 100,000/41,750 109,000/29,375 
2:00 2:40 340 
100,000/50,000 108,250/50,000 124,750/50, 000 . 


2°00 2:17 z 50" 
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. Iti ів: ће. third calculation which gives the true 
coxer-for.the. dividends. hii 18 shown in the follow- 
ing Statement: 

A B С 
N et cost of a АДЕ of ; £ 

£ 50,000 gross А 50,000 
Additional gross ' divi- 

dend that'can be paid 

according to the cover 
'calculation: 
т'оо X £50,000 
1':17X £50,000 
rsoX£so,ooo .. 
Additional relief for 
balance of income tax 
on franked i investment 
income 

Absorbing the. entire 
profit after tax ,.. 


41,750 29,375 


50,000 
58,250 
74,750 


(4,125) 


£100,000, 100,000 £ 100,000 





The layout of the profit and loss account suggested 


above masks to some extent the true cover for the 
dividends which would be derived more easily from 
the profit and loss account if income tax on franked 
investment income successfully set against income 
tax on dividends paid were excluded from the profit 
and loss account entirely as follows: 




















A B С 
£ £ £ 
Trading surplus 153,846 135,769 99,615 
Franked investment in- 
come i A — 20,000 60,000 
153,846 155,769 159,615 
Less: Corporation tax at 
35 per cent .. 53,946 47,519 34,865 
Profit after ошоо 
tax -.. 100,000 108,250 124,750 
Gross dividends 50,000 50,000 50,000 
IAncome tax on franked 
investmentincomenot 
recovered by way of 
set-off against income 
4,125 


tax on dividends  .. — — 











£50,000 £58,250 £70,625 

Although this presentation makes it easier to cal- 
culate the dividend covec direct from the profit and 
loss account it is our view that income tax on franked 
investment income is a company tax that should be 
charged in arriving at the profit of the year. Except 
in the case of a company making losses the recovery 
of that income tax is conditional upon the payment of 
a dividend and should be related to the payment 
of that dividend. Thus, it could be misleading in 
example B above to imply that in the absence of a 
dividend the company cculd retain £108,250. In fact, 
it could only retain {100,000 after writing off the 
income tax on franked -nvestment income, and the 
presentation of the figures set out earlier in this article 
is the one that we wou.d recommend even though 
it does make. the calculation of dividend cover some- 
what more difficult. 


Retained profits 
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Income that has borne Corporation Tax `° : 


In evaluating a company's profits it is imperative to 
know which profits have borne corporation tax and 
which have not. Thus it is necessary to distinguish 


franked investment income from other investment A 


income. . 

It is equally important to know whether any material 
part of a company's outgoings are disallowed for the 
purposes of corporation tax. This is not to suggest 
that the ordinary routine disallowables should be 
distinguished, but it is thought that any major dis- 
allowables, such as interest on an unsecured loan 
stock or a debenture, should be shown separately. 
Some companies in recent years have made issues 
of loan stocks in circumstances which mean that the 
interest thereon will not be allowed for the purposes 
of corporation tax. This is true, for example, of interest 
on bonus issues of redeemable securities whether made 
before or after April 1965 and also of interest paidby a 
United Kingdom company to its overseas parent, even 
though the United Kingdom company has a United 
Kingdom quotation for part of its shares. In a sense the 


law is retrospective in its effect, and it seems likely that ` 


many a surprised recipient or payer of interest will 
find, to his delight or annoyance, as the case may be, 
that the interest is franked investment income. In 
assessing the relative interests of different classes of 
loan or debenture stock or share these matters may be 
of primary importance. It is important, accordingly, 
that the accounts should indicate separately any 
interest payment which is disallowed for the pur- 
poses of corporation tax in the payer's accounts and 
ranks as franked investment income in the recipient’s. 


Close Companies 


The Society of Investment Analysts has suggested 
that shareholders should be told which companies 
are close companies and, if possible, which are not. 
In theory this is no doubt desirable but in practice it 
may be very difficult. A company has no means of 
identifying nominee shareholdings nor of tracing 
major shareholders' associates year by year. Moreover, 
the recent case of C.I.R. v. Park Investments (1964 
Т.К. 417; 43 A. T.C. 452) would seem to indicate that 
after forty tolerably happy years the wind of change 
is affecting the judifiary’s understanding of who the 
public are for the purposes of the old 25 per cent 
escape clause and presumably the new 35 per cent 
escape clause. In these circumstances there must be 
an enormous number of public companies which do 
not know whether they are close companies or not. 
It would be unfortunate if the companies on either 
side of this neutral zone were to identify themselves 
leaving the doubtful cases identified and open to 
attack by the Revenue. It would seem preterable, 
therefore, for those companies that know that they 
are close companies to say so and for the remainder 
to say nothing. There can be no warranty, however, 
that the absence of any such note implies that the 
company is not close. 


December 18th, 1965 • 
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' In the case of a public trading company, of сошве, 
it is unlikely that the Revenue would take ac-on 
against a close company for inadequate distributi«ns, 
unless the company had some of the more complicz-ed 
two-tier capital structures designed to turn one man's 
income into another man’s capital, but the statua of 
the company can be important in relation to -he 
capital gains tax since a close company is liable to this 
tax on the transactions of its overseas subsidia—es. 
This-is more а matter for the management than zhe 
shareholder, however, and the absence of a Czar 
warning to the shareholder that the company ma- be 
close is not a very important defect of a set of accounts 
of a public trading company. In the case, however, 
of an investment company the status of the company 
is crucial to shareholders and if the company з a 
close one the fact should be stated. 


. Transitional Arrangements 


In general, corporation tax becomes payable on pro- 
fits earned subsequently to those which formed the 
basis of the 1965-66 income tax assessment. Ш is 
therefore possible during the transitional period Ета 
company’s tax charge in one year to consist of zor- 
poration tax, income tax and profits tax, if it has had 
any part of its profits assessed on an actual as оррсзед 
to a preceding-year basis. In circumstances suci as 
these it is a near impossibility to present in the pfit 
and loss account for the year a tax charge which can 
be seen to relate to the profit before tax without geing 
into a disproportionate amount of detail. Even witLout 
such complications, the change from income tax 
and profits tax to corporation tax is going to rer.ler 
valueless many of the comparative figures and des—oy 
their continuity. 
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To overcome these difficulties, we think that 
companies should implement a recent suggestion put 
forward by The Society ef Investment Analysts. 
Broadly speaking, the suggestion is that companies 
should provide for compara-ive purposes an estimate 
of what the tax charge would have been under the 
old rules in the first year of corporation tax or an 
estimate of what the tax charge would have been 
under the new rules in the lest year before the advent 
of corporation tax. If the соглрапу is involved in both 
sets of rules, the estimate would have to be provided 
both under the old rules cnly and under the new 
rules only. By this means ғ bridge is provided and 
comparability сап be main ained. We imagine that 


* most companies will find it convenient to provide this 


bridge as a financial statement separate from the 
accounts or include it in the annual report. 
* * * c * 


It is sad that the transitional arrangements con- 
cerning cessations are so limited in scope that they 
call for пр comment. With barely a word of protest 
from any quarter companies terminating their busi- 
nesses after the end of the transitional arrangements 
will do sc having paid tax ол one more year’s profits 
than they ever earned. And, unfortunately, the people 
most responsible for this state of affairs are the 
accountants who with uncanay forethought persuaded 
their clients to provide for this extra year's tax in 
years gone by. If this practice had not been so pre- 
valent, the transition to corporation tax on the basis 
enacted is unlikely to have taker: place, and even the 
Revenue's guile in relegating the matter to section 87 
where it hid behind Transitional Assistance to Water 
Companies would not have >een sufficient to win the 
day. It is a sobering though-. | 


Happy Ship 


by RONALD SHERBROOKE-WALEER, C.B.E, T.D., D.L, F.C.A. 


LL practising accountants surely mear to 
have good and contented offices and t:ey 
are helped in achieving*this by their v-de 

experience of other people's which gives tkam 
a standard for comparison. You soon find out on 
an audit if the client's staff are happy and ргор-=1у 
looked after. It is a useful education to learn 
how the other fellow keeps his staff — or why he 
fails to do so. Offices are as different as cEalk 
from cheese. 


Of course, circumstances differ enormoiusly.. 


There is the small one-man business wit a 
working proprietor, the medium-sized company 
and the huge combine with its vast head ofice 
and subsidiaries and branches all over the courtry 
or even the world. . : 


Let's take a small concern. The owner, 
grandson of the founder, is a father to his people. 
He works hard himself, first-in and last-out, 
and it's christian names for all his small staff. 
He sees a lot of them and knows their circum- 
stances and problems. *Mr Charles' is considerate 
over time off — the girls fer Christmas shopping, 
the young men for that engagement which it is 
unnecessary to mask as grandmother's funeral. He 
is in a srrall way of business, salaries are moderate 
and there is not much morey to spend оп modern 
devices. The office equioment is not perhaps 
very up то date but the p.ace is decent and cosy 
and there is a family atmosphere.If any newcomer 
is inclined to down pen waen the old office clock 
strikes half-past-five, and. there is a rush orf or 
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staff are away sick, he will soon hear about it — 
from his colleagues, nct from Mr Charles. 

Mr Jones’s small business is a different kettle 
of fish. He, too, works hard but he had to rough 
it in his young ‘days ала he never forgets it. No 
time or money for frills, is his motto. His relations 
with his employees are gruff and he knows 
little about them as individuals apart from their 
competence. The rooms are always dusty, the 
ventilation and the lighting poor and overcoats 
hang on nails on the office walls. Every now and 
then a chair collapses from old age. It is rarely 
replaced and the casuclty blocks up the passage, 
catching the typist's scockings as she bears in a 
tray of cracked saucer:ess cups of tea, brewed in 
the ‘Ladies Toilet’. “here was no tea until it 
was foreed on Mr Jones by what almost amounted 
to a threatened general strike some little time ago. 
Not surprisingly the эта are always coming and 
going except one or tvo, too elderly to be likely 
to get jobs anywhere else. 

The Manufacturing Co Ltd is a sizeable 
concern and is prosperous enough to keep its 
employees contented in a purely material way. 
Things run reasonablz well on the shop floor – 
the union sees to that єз far as working conditions 
are concerned – but tke office never seems a very 
happy one. The manazing director is very much 
the boss and the staff are mostly rather scared of 
him. He is constantly reorganizing their duties, 
regardless of suitability for the job, and nobody 
knows where he stands except the lowliest who 
keep themselves out 5f the way. He is far too 
busy and absorbed to interest himself in his office 
staff and nothing strikes him as amiss if on a rare 
occasion he puts his rose into one of the offices 
and sees a junior perched on a pile of telephone 
directories because her chair is too low, or he gets 
knocked back by the atmosphere because the 
windows won't open. Things would be worse if 
it were not for the spasmodic efforts of one or two 
members of the board and the fact that there is a 
surprising number of individuals in this world 
who will put up with almost anything if they get 
their money regularly. 


Every Mod. Con. Plus 


Now for Business G-oup — one is tempted to 
say ‘Unlimited’ — with all its ramifications. Its 
lush head office in the City is the last word in 
modern comfort. You are received in the hall by 
an enormous commissionaire (who from his medal 
ribbons cannot have зееп anything less than a 
‘corps commander in. the Second World War) 
before one of a battery of lifts and with a 
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sepulchral voice commanding you politely when’ 
to get in and when to get out, you whirl aloft with 
a feeling of motionlessness like an astronaut in 
space. The whole place, with its boardroom, 
waiting-rooms, long corridors and countless „ 
offices is equipped like a luxury hotel and the 
cloakrooms are superb examples of the tiler’s 
art. White-robed priestesses dispense coffee in 
the morning and tea in the afternoon from 
rubber-tyred trolleys. The staff are well looked 
after by the staff manager and there are sports 
teams, an orchestra and a debating society. In 
fact, every mod. con. plus. There.is really nothing 
to criticize and the people seem alert and satisfied 
but the atmosphere is not, and cannot be, a 
family one. 

Varying Standards ў 
But the story is an uneven one at branch level. 
The office equipment is quite good at all of them 
Биг the upkeep of the place varies considerably. It 
is easy to see where there is, and wherethere is not, 
a regular inspection by the branch manager or 
his deputy of all offices and cloakrooms. То take 
two of them: on walking into the Westchester 
Branch you get that indefinable sense that all 
is not well here. In the outer office the rather 
highly-decorated typist, who is obviously the 
receptionist, goes on with her work until she has 
come to a convenient stop in her typing and then, 
without getting up she deigns to notice you with 
a ‘Yes, please?’ After a few minutes talk with the 
manager your first impression is confirmed. You - 
notice his unorganized table and abstractedly 
count twenty-five cigarette ends in the large 
ashtray, most of them only half smoked. His 
suéde shoes badly need cleaning. When he 
answers the telephone, with no apology to you, 
you feel that the man at the other end is not being 
sold Business Group Ltd.. 

It is quite different at Easthampton. The 
receptionist, a looker but restrained with her 
cosmetics, gets up with a smile as soon as you 
enter and, bless her, spares you ‘Can I help you?’ 
She says ‘Good morning’. The manager and the 
rest of it are in keeping. 

The Offices, Shops and Railway Premises Act, 
1953, may lay down the minimum number of 
cubic feet per person and prescribe the pro- 
portion of lavatories; you may have a computer, 
electric typewriters, scientifically-designed chairs, 
the lot; but if the spirit is wrong at the top and 
there is a lack of awareness and human under- 
standing grafted on to ahealthy office discipline, 
you will not find a ‘happy ship’. 


“December 18th, 1965 


* ee. 


.. What 


ACCOUNTANT 


813 


A Christmas Clerihew | 


The first letter of each answer to the following general knowledge questions com- 
bines to form, without rearrangemert, a clerihew by X. C. Bentley. Where the answer 
is a person's пате, the surname is given first. The solution appears on another page. 


Fingal's Cave? 


. If egotism is the excessive use of ‘Г whet is 


the excessive use of ‘he’? 


. What, according to Omar Khayyam, did the 


nightingale cry to the rose? 


. What is the United States equivalent of 


Hansard? 


. If short sight is myopia, what is long sight? 
. What is the clause in a lease which states the 


rent payable and the times of payment? 


. What animal was venerated by the ancænt 


Egyptians because of its propensity for 
destroying the eggs of crocodiles? 


. What adjective describes an event taking 


place every six months or one lasting six 
months? 


. What actress is now appearing in a play in 


London as Queen Victoria? 


. What is the ancient port of Rome? 
. What is the name given to a mock sun? 
. What politician was the subject of a biography 


by the Earl of Birkenhead published in 1955? 


. What London borough this year incorporaced 


the adjoining boroughs of Edmonton znd 
Southgate? 


. What French painter, formerly а Custcms 


officer, was known as Le Douanier? 


modern novelist was Somerset 
Maugham thinking of whén he created -he 
character of Alroy Kear in Cakes and Ale 


. Who, the son of Zeus and Europa, was mede 


a judge of departed souls? 


. What movement in ballet dancing entzils 


leaping in the air and striking the hels 
together several times? 


. What is o-000000001 of a second? 
. What is the name given to the massacre of 


the French at Palermo in 1282? 


. Who was the first woman to qualify as a 


doctor in Britain? 


. What ка of the Inner Hebrides contzins 21. What is the third order of Grecian architec- 


` ture if the other two аге Doric and Corinthian? 


22. 


23. 


24. 


25. 
26. 


27. 


28. 


29. 


30. 


31. 
32. 


33. 


34 
35. 
36. 


37- 


38. 
39. 


What is the modern name of the ancient 
Yugo-Slavian city of Ragusa? | 

What in Greek and Roman mythology 
succeeded the gold, silver and brazen ages 
as the fourth and worst age in the history of 
the world? А 

What Scottish county is associated with 
Dunlop cheese? 

What is the surname of the Prince of Wales? 
For what mineral was 'distant Ophir' famous 
in ancient times? 

What Lancashire towr., famous for its ginger- 
bread, has a-church with both a spire and a 
tower? 

What is the system 07 government in which 
all people possess equal political power? 
What is the highest s-ate of spiritual attain- 
ment for a Buddhist? | 
What Spanish painter had for a time as his 
patrcness the Duchess of Alba? 

Wha: was the birthplece of St Paul? 

What constellation ccntains the star Betel- 
geuse? 

What cause célébre prompted Emile Zola to 
address an open letter in a newspaper to the 
President of the Frenzh Republic under the 
heading *J'Accuse . . 2.? i? 

What is commemorated on December 28th 
each year? 

In which English cathedral city is the church 
of St Peter Mancroft? — 

What in architecture іє the mezzanine or low 
storey between the grcund floor and the first 
floor of a building? 

Substituting dialling numbers for letters, 
what London telephone exchange (first three 
letters) is ‘944’? 

Who, in fiction, was the Disinherited Knight? 
What in area is the smallest of the seven 
States of Australia? 5 
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40. 


41. 
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What is that part of a conveyance which 
defines what the rurchaser is buying? 

Who composed among many other popular 
songs, “The Lily cf Laguna’ and ‘Soldiers of 
the Queen’? ` 


. What Roman poet was described by Peden 


as ‘the soft philoscpher of love’? 


. Who is the Chief Scout? 
. Which organ of th human body contains the 


eustachian tube? 


. What is the venie of the 1968 Olympic 


Games? 


. Who was the dauzhter of Agamemnon and 


Clytaemnestra and sister of Iphigenia and 
Orestes? 

Wifat is the legal zerm denoting the renewal 
of a contract on the same terms except that a 
third party takes the place of one of the two 
original contractinz parties? 


‚ On what sea-coast was Viola shipwrecked і in 


Act I of Twelfth Fight? 


. What English scientist gave a famous series 


of lectures on tke chemical history of a 
candle? 


. Who enunciated the three fundamental rules 


for playwriting <nown as the dramatic 
unities? 


. What magazine, funded by William Ross, 


first appeared in February 1925? 


. What English city has four gates - Bootham, 


Monk, Walmgate ind Micklegate? 


. What is the architectural term for the canopy 


over an altar, throne or doorway? 


. What river flows into the English Channel at 


Newhaven? 


. Who described th» hansom cab as 'the gon- 


dola of London"? 


. On what river dees the Australian city of 


Melbourne stand? 


. What Italian town is associated with the 


making of violirs, particularly those of 
Stradivari? 


- What Oxford coll=ge, founded in 1437, has 


no undergraduates? 


. In which county is Lake Coniston? 
. What comedian expressed the view in song 


that while it’s nice to get up in the morning, 
it’s nicer to lie in sed? 


. What is the legal term for the dropping of 


water from the eaves of a house on to another 


* person's land or reof? 


62. 


63. 


64. 


65. 
66. 


67. 


68. 


69. 
70. 


7I. 
72. 
73: 
74- 
75. 


82. 


83. 
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Which gland of the human body has the job 
of removing worn-out red corpuscles from 
the blood? 


Of what university is Marischal College a 


- part? А 


What, in one word, is 'the physiological 
reaction to high carbon. dioxide content in 
the blood following а long period with the 
body immobilized’?  . 

Who was the daughter of Cymbeline? 

What wife of King David by her deferential 
manner gave her name to a kind of hand- 
maid or female domestic? 

What is an assembly of lawyers or law 
students gathered to discuss academic points 
of law? ` А 
What із the term denoting the wasting or 
misapplication of trust assets by an executor 
or administrator? 

What English poet was known as ‘the Corn- 
law rhymer’? 

What cricketer, a member of each of the first 
five Australian teams to tour England, was 
known as ‘the demon bowler’? 

By what name was Spain known to the 
ancient Greeks? 

What famous political caricaturist lived from 
1756 to 1815? 

Of which American State is Carson City the 
capital? 


What pre-Roman road ran from the Wash to · 


Wiltshire? | 
In what legal capacity would а father sue on 
behalf of his infant son? 


What eminent English painter was born at 
Sudbury, Suffolk. 


. What is the well-known Latin hymn. on the 


seven sorrows of Mary? 


. From what German coin is the name dollar 


derived? : 


. What light opera contains a character called 


the Duke of Dunstable? 


. What Victorian novelist, a friend of Dickens 


and Thackeray, wrote the historical novels, 
Windsor Castle, The Tower of London and 
Old St Pauls? 


. What crime does a man commit when he 


murders his wife? | 
What is the legal doctrine of delay in asserting 
a right or claiming a privilege? 

What was the pseudonym of Sir Leslie Ward, 
the Victorian cartoonist? 
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Weekly Notes 


"COLOUR INSET 


have pleasure in presenting with this issue 
a colour reproduction of the new presid-ntial 
badge of the Southern Society of Chartered Account- 
ants which was formed earlier this year. The repro- 
duction is, of course, larger than the actual size 
The design of the badge is based upon a lozenge, 
parted per fesse, on a red and white field — the field 
tinctures of the Institute's coat of arms and. for- 
tuitously, since the Society's first President is a 
Southampton chartered accountant, the field tinc- 
tures also of the arms of Southampton. The symbols 
in the arms of the Institute are also incorporated in 
the badge; namely, a female figure clad in blue and 
red, representing economy, standing before а redder 
symbolizing rectitude of direction, holding in her left 
hand a pair of compasses, to keep finance withi» due 
bounds with all mankind, and in her right hand z rod, 
symbolizing rectitude of conduct. Above is shown a 
balance – to hold the scales of justice with an <qual 
oise, 
'The whole is enclosed by an unbroken ring of gold 
which symbolizes unity and eternity. 


RECORD LIFE ASSURANCE BUSINESS 


RITISH life assurance set new records in 964. 

Benefits paid amounted to £599 million — £51 
million more than in 1963. This is equal to ¢11°5 
million a week or {19 a second: and is two and 2 half 
times the figure of ten years ago. 

New sums assured during last year reached £.,920 
million - nearly £900 million more than in -963. 
This growth raised the total of assurances in “orce 
at the end of 1964 to £25,700 million. At the -ame 
time, total potential liability for pensions and ann ities 
rose to more than {1,100 million a year, of which 
£1,010 million was attributable to occupat onal 
pension schemes. The total of new premiums at 
£318 million was [27 million greater than іп 063, 
raising the 1964 premium income to £1,109 miLion. 
Investment income amounted to {£507 milion, 
accounting for very nearly a third of the total income 
of the funds. 

No less than 540,000 new members were adm tted 
to occupational pension schemes, many of waich 
include life assurance cover; and 141,000 jo ned 
schemes providing life assurance only. Membership 
of occupational pension schemes rose to 4,493 000 
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D а tctal prospective liability of £1,010 million a 


“The bove figures include overseas business where 
activity is mainly centred in Australia, Canada and 
parts of Africa. The business has prospered and 1964 
produced a record of 237 ooo new policies assuring 
total benefits of £666 milion in sums assured; new 
prospective pensions totall2d £23 million per annum, 
and new members of insured pension schemes 
totalled 62,000. 


BANK OF ENGLAND BULLETIN 


Ta December issue of the Bank of England 
Quarterly Bulletin was published on Thursday. 
The contents include a commentary on recent events; 
an analysis of financial stctistics by sectors, dealing 
mainly with the second quarter of the year; articles 
on the U.K. and U.S. Treasury Bill markets, and an 
inventory of U.K. external assets and liabilities to 
end-1964; it concludes w-th a ‘statistical annex’ of 
tables, some of which have not yet been published 
elsewhere. Among the lacter are: banking sector: 
main items and analysis of ceposits and advances (end- 
аса г 2965): accepting houses and overseas 
banks: d assets ard liabilities by groups of 
banks (а September 1955); investment and unit 
trusts transactions in third quarter 1965. 

'The commentary referred to above reviews the 
better position of sterling, the balance of payments 
and the state of the domestic economy. It concludes 
with a reminder that ‘the -ecent recovery of sterling 
owes much to the growth of confidence abroad that 
the Government's measures will eliminate the 
external deficit during 1966’, and a warning that there 
is ‘no scope for relaxing the: measures before they have 
had time fully to achieve their purpose’. 


IRISH COMPANIES ACT DEFAULTERS 
TO BE PROSECUTED 


HE Minister for Industry and Commerce of the 

Irish Republic, Dr Hillery, stated at a luncheon 
meeting of the Dublin Society of Chartered Account- 
ants on December 6th, tha: he had reason to believe 
that the requirements of the 1963 Companies Act in 
relation -o the financial accounts of companies were 
not being complied with uriversally. 

Dr Hillery pointed out that the object of the Act 
was to ensure by legal prescription that the financial 
accounts of sll companies would conform more 
closely with modern ideae. The provisions of the 


. Sixth Schedule of the Act gave a fair picture of what 


a present-day company migat reasonably be expected 
to put into its accounts and these requirements 
should not pose any grea: problems for company 
accountants and auditors. 

‘Ample time has been given for adjustment to the 
new law and it is, therefore, a matter of concern tg me 
to receive complaints that the important accounting 
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provisions are sometimes being disregarded', he 
said. "There is little point in Acts of Parliament at all 
unless their provisions ase adhered to. Accordingly, 
I would appeal to the members of your Society, as 
virtual custodians of the aw in this field, to see that 
the requirements of the Act are observed in the matter 
of accounts,’ 

Despite the fact that certain requirements relating 
to annual returns were relaxed in the Companies 
Acts of x959 and 1963, -ecent compliance with the 
law in this respect had пої been good, added Dr 
Hillery. Returns to the Companies' Registration 
Office were in many cases not up to date. 

The system of compary law was founded on the 
principle that corporatiors availing themselves of its 
privileges should have the right to keep their business 
affairs to themselves provided they placed on record 
certain basic data for public information. If this 
minimum information was not filed, he said, then 
one of the foundations 5f this branch of the law 
began to crumble. 

‘As the role of the accoantant and auditor has been 
greatly strengthened by the 1963 Act, I would expect 
you, with your prestige aad status enhanced, to carry 
out your functions with great confidence and inde- 
pendence and to see that the right thing is done’, ће 
continued. ‘We will cont:nue, as in the past, to rely 
to a great extent on the watchfulness of the profes- 
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sicnal bodies to ensure compliance with the pro- ' 


visions of the law.’ 

The Minister said it might make their task easier, 
to know that it was intended to prosecute vigorously 
individuals and companies who default in meeting 
these requirements. ' 


THE ROVER DISPUTE 


НЕ first report on the motor industry by its new 

Joint Labour Council under the independent 
chairmanship of Mr Jack Scamp has been published 
this week. It points out that there were 111 unofficial 
stoppages and one official stoppage over a single year 
and both management and unions are to blame. It 
considers that management has been lax in dis- 
charging its responsibility as regards communication 
and consultation, that the eight unions concerned – 
which represent manual workers at the Rover works — 
are to blame for working against one another, and 
that the unions with most members in the plant have 
been remiss in tackling such problems as transfers 
and spheres of influence. 

The council say that they found nothing at the 
Rover company which common sense and better 
co-operation could not resolve and they suggest that 
the company and local union officials should co- 


Christmas Giving 


b7 a member of the Accountants’ Christian Fellowship 


NE of the rare passages dealing with 

financial matters in the letters of the 

apostle Раш, ends with a sudden 
exclamation of gratitude — "Thanks be unto 
God for His unspeakable gift!’ 

'The expression is as striking in what it 
tells us indirectly of the meaning of their 
faith to the first Christians, as it is in its 
direct meaning. The whole of their world 
had erupted in soontaneous realization of 
the boundless generosity of God. The grey- 
ness and oppress:on of life in a rebellious 
backwater of the Imperial dominions had 
been lightened as never before by the 
knowledge that, at the heart of existence, 
there was, not acquisitiveness, but the free 
unhampered joy of giving. What a quality 
that giving posseased! As another of their 





number wrote: ‘For God so loved the world, 
that He gave His only begotten Son.' 

The light of that knowledge reaches down 
the centuries to us all, as Christmas again 
approaches. Giving is not a prominent 
feature of our life. As prudent finance, it is 
hardly respectable. ‘The State regards it with 
grudging suspicion, being jealous for its 
revenues — апа even the Courts begin to 
develop a doctrine that donors must bring 
gifts to credit at market value where tax is 
concerned. Charity must be registered and 
regulated, and supervised Бу. the eye of 
authority. 

Yet, at Christmas, we pause a while to 
remember something above it all. God has 


given... 
F. К. C. 
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operate to revise the present system of works repre- 
sentation. So big has been the expansion of the "ап! 
over the last ten years that labour unaccustomed to 
working in the motor industry and inexperie-ced 
shop stewards have had to be managed. 

Part measure of the failure in communic--ion 
has been that a new production line with zood 
amenities has caused more labour strife than eome 
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of the company's older and more crowded shops. 
It would seem that here again is a lesson of the 
importance of good communications between man- 
agement and organized labour. There are, of course, 
lessons from this inquiry of particular application to 
the motor vehicle industry, the most important of 
. which is to choose shop stewards with care and to 
train them adequately. 





This is My Life... 


by An Industrious Accountant 


CHAPTER 307 


TH my family, I shall be ‘going home’ for 
the Christmas week-end. Normally I feel 
myself as essentially the sophisticated city жре, 
having lived in a town since my family moved there 
when I was 11; but I was born in a remote covatry 
place of a few thousand inhabitants. Around it zrey 
boulders shoulder up through thin soil where взеер 
graze sparsely and straggling stone walls line- the 
roads. Now my cousin, a sole practitioner there, and 
probably the only qualified accountant in the loczlity, 
is the remaining family link. 

Staying with him in his rambling old house 
recently, I was acutely conscious that his income- was 
bound to be inadequate, judging by recent tale. of 
the practising man’s problems. His car was showing 
its age; his clothes of country cut; his office shebby 
and without pretentions, I wondered if he was envious 
of colleagues who had climbed higher; or sorr- he 
hadn’t given his talents more scope in city practice or 
in industry. Did he feel, in this sleepy little tcvn, 
that life had passed him by? 

Still, he had one advantage: he lived five leisurely 
minutes’ walk from his office, in marked contra:- to 
my vehicle-infested morning trip and early петр. 
It was pleasant also to exchange greetings with old 
friends on the way; unlike the town streets full of 
strangers. Three clients dropped in for a quick chat 
during the short period on the Saturday morning 
that we were talking shop, and I realized sharply 20w 
wide was his professional knowledge. He was dea_ng 
with a tricky-sounding back duty claim; a сопштемге- 
ment-of-trade date for a young grocer with an 
adjusted first-year loss; and а solus-site tax werry 
for his garage man — all with practised ease. 

That afternoon we played golf in de luxe style. 
Clear fairways; veteran caddies who could advise ike 
professionals, and open air like champagne, mede 
it a peerless eighteen holes. At home I've given up 
week-end golf lately, on account of the queue on 


the first tee and the clumsy caddy-car . . . the differ- 
ence was thought-provoking. 

Later that evening my wife was lyrical about the 
joys of country life. Her list led off with no parking 
problems; her parcels delivered promptly and УЈ.Р. 
treatment in the shops, came next; the availability of 
a first-class cook and housemaid at apparently 
nominal cost (and with old retainer manners) left her 
almost dizzy. Our own Abigail departed unwept 
years ago. ... 

Over bridge that night I had my eyes opened to 
my cousin's other accomplishments. He was appar- 
ently a financial wizard at playing the stock-market. 
He and the bank manager pooled their professional 
acumen with balance sheets to predict share move- 
ments, and financed by a group of local hopefuls, ran 
a private investment club. They’d quadrupled their 
capital in eight years, said the doctor, playing a small 
slam as if he had X-ray eyes. Не’ served in the 
R.A.F. with my brother, so he regarded me as a 
natural confidant. ‘That’s how we paid for our 
holidays this year he beamed. ‘Rome, Bermuda, 
Killarney ...’. 

I went nearly green with envy. For years I’ve 
wanted to be an authority on investments, to build up 
a balanced portfolio, to achieve tax-free capital gains 
annually, to have my neighbours telephoning respect- 
fully to ask if they should ‘bull’ or ‘bear’. What a 
hope! Lack of time forbids. Pressure of work, 
domestic and family problems . . . quarts into pint 
pots just won’t go. 

On the Sunday – as we hope to on Boxing Day – 
we went duck-shooting; it was a day of days. Booted 
and belted, twelve-bore in hand, we tramped the 
marshes for hours. My cousin knows every lake and 
thicket, having.a few acres nearby. ‘I pick up a few 
pounds cn dry stock and the odd horse’, he said 
cheerfully, blazing away unerringly. ‘Of course, the 
adjusted Schedule B loss is an advantage’. Twenty 
years ago I was a good shot so I contributed a brace 
of pigeons, tho’ I nearly provided the makings of 
gundog pie as well when my foot slipped. Sitting on a 
mossy bank, doing justice to coffee and Scotch, and 
ham sandwiches, I remembered I couldn’t afford to 
go shooting at home... 

I can’t help wondering if life has passed me by, 
if I might not have had more scope in a country 
practice . . . perhaps my cousin would take me into 
partnership if I decided to retire early. 
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Act, well beyond the call of The London Stock ' 
Exckange and even beyond the call of duty. ‘Group 
Trading Information’, in which this information is 
rovided, is included in this week’s reprint of the 
ew Day accounts (see page 822). | 
The information permits a pitcise look into the 
very bones of the business. So does the run-down of 
the operating subsidiaries given in the final two pages 
of the report. New Day Furnishing Stores operates 
ninety-six furniture, radio and television shops in the 
Midlands and the North, either in its own name or 
in that of local subsidiaries. The names of the sub- 
sidiaries and their store location as well as the location 


Ee marks must be ziven to the directors of of New Day's own stores are given. 
N 


ew Day Holdings Ltd for information on the 
group's trading far beyond the call of the Companies 


New Day Motors operate six garages in Lancashire, 
Blower Brothers has thirteen food and grocery stores 





NEW DAY HOLDINGS LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCH SHEET 
as at 30th June 1965 


CAPITAL AND CAPITAL RESERVES 
Share capital of New Day Holdings Limited 
6 per cent cumulative preference shares of £1 each 
Ordinary shares of 2s. each 


Share premium account 
General capital reserve (see note 7) 


REVENUE RESERVES AND SURPLUS 
General reserve 
Profit and loss account surplus a. 30th June 1965 


PROVISIONS 
Equalisation of repairs and maln-enance 
Profit carried forward on uncompleted 
hire purchase transactions 


MORTGAGES secured on freehcld properties (see note 5) 


CURRENT LIABILITIES 
Bills payable 
Creditors and amounts accrued 
Amounts due to bankers (see пстег 5 & 6) 
Taxation (including corporation tex 
£52,415 payable 1st January 1967) 
Interim dividend 
Proposed dividend 
Dividend on the ordinary shares of 
44. per share (less income tax) œr the 
year ended 30ch June 1965 
































Autho-- issued and 30th June 30th June 
ised fully paid 19 1% 
£ £ £ £ € £ 
500,000 500,020 500,000 500,000 
750,000 714,000 750,000 714,000 
1,250,000 1,214,020 1,250,009 1,214,000 
825,132 826,132 
73,956 74,098 
— 905,028 900,230 
———- — 2,119,098 —— 2,114,230 
200,000 200,000 
91,105 41,901 
291,105 241,901 
2,410,203 2,356,131 
68,296 64,263 ' 
818,726 733,508 
887,022 797,771 
• 
201,503 204,294 
141,632 174,001 
733,136 937,878 
3,161,810 3,034,424 
144,160 178,510 
d 54,666 
69,912 91,109 
4,250,650 4,470,588 
£7,749,378 £7,828,784 
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"in the same area. Based on Sunderland, 'l'ates Rzdio 
Company has twenty-two branches specializinz in 
the sale of radio and television receivers and сес- 
trical appliances, and Tates Electronic Services zro- 
vides the service organization. 

Carling & Wright (Leeds) operates seven steres, 
similar to those of Tate, but in Yorkshire. Firally 
there is the Edmund R. Goodrich organizetion 
operating seventy-three shops selling ironmongery, 
hardware, tools and household goods in the Greeter 


London area, with another seventeen branches ir the 
North. 


Reappraisal 
In his statement with the accounts, Mr К. J. Cear, 
who became chairman during the year, indicat-s a 
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certain amount of reappraisal within the group. In 
the furniture division there is 'complete confidence 
in the future' and there are plans to increase 
the number of branches either by buying new 
businesses or new sites. 


In radio and television, sales and rental income 
was maintained but increased operating expenses, 
plus the writing off and revaluation of certain surplus 
stock, resulted in lower trading profits. Profits in 
hardware did not improve in line with the increase in 
turnover because, towards the end of the financial 
year, it was considered necessary drastically to reduce 
stocks which had become too high. Considerable price 
reductions reduced profitability during the stock re- 
duction period. Benefits from this action, and also the 
decision to close a few unsuitable branches, will be 





FIXED ASSETS 
Freehold premises at cost 
Leasehold premises (long) per valuation 
Leasehold premises (long) at cost 
Leasehold premises (short) at cost 
Less amortisation to date 


Furniture, fittings, sundry machinery, 
equipment and motor vehicles at cost 


Less depreciation to date 


GOODWILL ACCOUNTS Incuding excess of cost of 
shares in subsidiary companies ovar book values of net 
tangible assets acquired, less amounts written off 


CURRENT ASSETS 
Stock In trade (see поте 9) 
Stock out on rental (see note 9) 


Instalments outstanding on hire purchase accounts, 
less provision for doubtful accounts 


Debtors on credit sale accounts _ 
less provision for doubtful accounts 


Sundry debtors, deposits and prepayments, less provisions 
Cash at bankers 
Cash In hand 


K. J. DEAR) 


5 Directors 
S. Н, LAWRENCE 


The notes on page [821] form part of these accounts 


























30th June 30th fune 
1965 1964 
£ £ £ Е £ 
264,518 995,288 
= 12,250 
373,725 268,072 
274,308 264,381 
92,040 80.449 
82,268 — 183,932 
836,970 804,048 
365,078 323,308 
471,892 480,740 
1,992,403 1,940,282 
437,626 430,248 
1,481,749 1,564,132 
£89,415 585,575 
2,730,960 2,588,872 
61,165 73,166 
268,183 355,541 
183,376 286,223 
4,501 4,625 
5,319,349 5,458,254 
£7,749,378 67,8289 84 
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felt this ie and properties sold should produce a 
surplus over book values. 

On the food side, steps were taken during the 
latter part of the financial year to reduce stocks and 
re-organize the business, including managerial chan- 
ges. Profits for the first quarter of the current financial 
year confirm the worth of the moves made. 


Computer 


Closure of а number of unsuitable sites on the 
motor vehicle and services side resulted in reducing 
turnover but trading profits were unaffected. 'I'wo 
further sites are likely to be sold with profit and the 
remaining part of the business should. give a good 
return on capital employed as well as proving an 
essential service to the operating companies. 
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Under the heading ‘Directorate’, Mr Dear reports І 


the appointment of thirteen full-time executives to 
the boards of subsidiary companies. Mr Dear has 
himself joined the boards of the main subsidiary 
companies and Mr S. H. Lawrence, a member of 
the holding company’s board, 1? now a member of 
each of the subsidiary company boards. 


During the year under review, the group's central 
offices were moved to a. new building in Stockport 
and at the same time a computer was installed to 
handle customer accounting, stock control and general 
accounting procedures. Forecasts prepared for the 
new financial vear indicate a satisfactory increase 
in profits, and results of the first quarter show 
that, all being well, the forecast should be 
achieved. 





NEW DAY HOLDINGS LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED PROFIT & LOSS ACCOUNT 
Year ended 30th June 1965 


TRADING PROFIT before deallng with Items 
set out below 


Other revenue (see note 1) 


Deduct: 


Adjustment for uncompleted hire purchase 
transactions 


Deduct: 
Depreciation & amortisation of fixed assets 
Bank and other Interest 


Emoluments of directors of holding company 
note 


Audit faes & expenses (see note 3) 


GROUP PROFIT BEFORE TAXATION 


Taxation estimated on profits of the year 
(less £9,566—1964 £10.39 adjustment 
In respect of prior years) (зое note 4) 


GROUP PROFIT AFTER TAXATION 
(of which £132,144 has been dealt with in 
the accounts of New Day Holdings Limited) 


nad at 30th June 1964 brought forward 


Deduct: 


Dividend раја (less Income tax} on the 
6% cumulative preference shares for the 
year ended 30th June 1965 


Interim dividend on the ordinary shares 
Proposed dividend (less Income tax) 


Dividend on the ordinary shares of 4d 
per share for the year ended 30th June 1965 


BALANCE CARRIBD FORWARD 
Holding company 
Subsidiary companies 


• 
The notes on page [821] form part of these accounts 


30th June 1965 
£ £ 


594,093 
5,969 


= 600,062 507,428 


85,217 


514,845 


87,095 
160,742 
19,930 


7,863 
345,320 








169,525 


32,409 


137,116 


41,901 
179,017 


79,976 
206,051 








164,150 





5,602 








£41,901 


December 18th, 1965* 
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"Dividend Cut 

Most of the long leasehold and freehold prope-ies 
were tevalued by independent agents during the ^ar 
and show an excess of £503,348. The remairing 
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Dividend is reduced fror 84 a share to 44 a share 
‘having regard to the incideace of taxation as well as 
the need to improve the d-vidend cover’. But after 
consideration of the trading results for the first six 




















properties are stated by the chairman to be at East months of Mes Pad eco year a dividend may 
worth their balancé sheet value and many of -he be paid before April sth, 1956. 
short leaseholds occupied have considerably increzaed 
in value. It is not, however, intended to write -he Back to 1921 
new valuation into the accounts. “ [ "НЕ managing directors have pleasure to an- 
It is in line with the pruning and reorganiza on nounce that the compznies are now well over 
within the group that the directors should Lave the crest of the wave of depression, the bulk of our 
decided to reduce the dividend, despite the fact nat factories are well filled wita orders at satisfactory 
past year profits are only marginally lower, and descite poe and the prospects for the current year are very 
the confidence indicated in better current year ezn- bright.” The sentence comes from the first annual 
ings. A less resolute board of directors might Fave report of the Nee ера end Steel X Tool Corporation Ltd, 
decided otherwise. the accounting date being March 31st, 1921. The 
Ф 
NEW DAY HOLDINGS LIMITED AND SUBSIDIARY COMPANIES 
у NOTES ON THE ACCOUNTS 
— for the year ended 30th June 1965 
PROFIT AND LOSS ACCOUNT 
1 Other revenue £5,969 consists of the surplus arising from the dispozi of short leasehold interests. 
2 Emoluments of directors of holding company comprise: 
1965 1964 
£ £ 
Бы 2,812 3,620 
Mansgement remuneration 15,212 16,310 
Payment to former director In connection with hls retirement 5,000 ~ 
23,024 19,930 
3 Audit fees and expenses are іп respect = 
Holding сотрапу 250 250 
И Subsidlary companies 6,588 7,613 
Y 6,838 7,863 
4 4 The estimate of taxation on the profits of the year has been made: — SM 
(а) on the assumption that corporation tax will be at the rate of 37422, and 
(b) after taking account of а benefit of approximately £28,600 arising-cirom Investment allowances. 
BALANCH SHBETS 
. 5 The holding company has guaranteed certain llabilities of subsidiary -mpanies which at 30th June 1965 amounted to: £ 
(a) in respect of bank overdrafts 2,692,316 
(b) in respect of mortgage loans 179,900 
6 The amount of £3,161,810 due to bankers shown In the consolidated b= ince sheet is secured with the exception of £193,756 due by subsidiary companles, 
• Holding 
7 Movement of reserve: Company Group 
General capital reserve— £ Ё 
Balence at 30th June 1964 9,253 74,098 
Net surplus arising on disposal of properties = 14,650 
' 9,253 83,748 
Less: Property revaluation charges — 9,782 
Balance at 30th June 1965 9,253 78,966 
8 Contracts for ca expenditure not provided for in these accounts and 
. outstanding at 30th June 1965, amounted approximately to: "ES 78,000 


9 Stock in trade has been valued on bases which have pan applied con=ztently and are considered appropriate to the besinesses being carried on. Stock 


out on rental has been valued at cost lass depreciation 


GENERAL 


10 The accounts of the holding company and certain subsidiary compa ies in the group have for practical ccnvenience neen made up to the end of the 


trading week preceding the year-end date. 


822 


director's report was signed S. C. Goodwin, chairman, 
and a reproduction of it is included in the 1964-65 
report and accounts о> the corporation under the 
presidency of Sir Stuart C. Goodwin, D.L., J.P., LL.D. 
The 1921 balance sheet totalled £261,422. The latest 
accounts show net capital employed of £6,697,087. 

The corporation was formed in 1920 by the amal- 
gamation of six medium sized Arms of which Sir 
Stuart's was one. The issued capital was £198,598 
in £i ordinary shares and {£50,000 in preference 
bonds. Since that date no further capital has been 
subscribed and, today, te issued capital is £1,729,898 
with a Stock Exchange value of well over / то million. 
Sir Stuart says that ‘Many of our present shareholders 
were holders of the original issued capital.’ 





с T 
NEW DAY HOLDINGS LIMITED AND SUBSIDIARY 
COMPANIES GROUP TRABING INFORMATION 


1 TURNOVER AND PROFITS OF TRADING DIVISIONS 
(excluding Inter-company loan nterest): 





£000’s 
Turnover Trading Increase In Profit Before 
Profit Hre Purchase Tax 
Provision 

FURNITURE 

30th June 1965 4,489 408 88 112 

30th June 1964 4227 293 12 118 
RADIO & TELEVISION 

30th June 1965 651 7 2(decresse) 39 

30th June 1964 655 100 10 64 
HARDWARE 

30th June 1965 1751 7 1 (decrease) 44 

30th June 1964 1,646 80 1 45 
FOOD 

30th June 1965 1,594 42 8 

30th June 1964 1,583 40 г 
MOTOR VEHICLES & SERVICES 

30th June 1965 388 12 6 

30th June 1964 581 10 8 
TOTAL 

30th June 1965 8,873 616 85 209 

30th June 1964 8,792 523 23 243 
Deduct: 
HOLDING COMPANY CHARGES 

30ch June 1965 22 39 

30th June 1964 20 34 
PER ACCOUNTS 

30th June 1965 594 170 

30th June 1964 503 209 
2 BREAKDOWN OF TURHOVER 

30th June 1965 30th June 1964 

Hire purchase and credit sales 

(total value of contracts enterad 

Into during year), 2.995 2,894 

Income from rental agreemen s 672 671 

Cash (Including monthly accocnts) 5,206 5,227 

Е | 8,873 892 


we ee 
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CITY NOTES 


(35 of the liveliest stock exchange talking points 
at present concerns the likely extent of the bear 
market in equities in the New Year. There is a 
general assumption that preasure on industrial profit 
margins and a string of discouraging company reports 
will make for lower equity prices, but as one broking 
firm put it recently, ‘it is likely to be only the gentlest 
of bears’. 

Economic and industrial factors point to difficult 
industrial conditions but what may prevent those 
conditions from being fully reflected in a slide in 
equities may be the weight of money available for 


investment. In that connection it may be noted that | 


unit trusts attracted net investment funds of f9 
million in November and the bulk of that will find 
an equity home. 

The proposition being put forward by ,many 
brokers, however, that front rank equities should be 
picked up on any price fall is not the kind of advice 
likely to attract buyers. The average irivestor is 
invariably inclined to wait too long on a falling market. 
But, all the same, there is a reasonable argument for 
the case that the money weight will take the edge off 
the early 1966 bear trend. 


RATES AND PRICES 
Closing prices, Wednesday, December 15th, 1965 
Tax Reserve Certificates: interest rate 28.11.64 3195 


Bank Rate 
Nov. 2, 1961 6% Jan. 3, 1963 49 
Mar. 8, 1962 54% Feb. 27, 1964 595 
Маг. 22, 1962 96 Nov. 23, 1964 7% 
April 26, 1962 4% June 3, 1965 676 
Treasury Bills 
Oct. 8 £5 7s 1026d% Nov. 1a 5 os 4'094% 
Oct 15 £5 8s 2'874% Nov. 19 5 95 2'004%, 
Ос. да £5 9s o62d%  Nov.26 5 7: 10'724% 
Осе ао £5 8: 99d), Рес. з 5 7s 532d% 
Nov.5 £5 9s 267d% Dec. 10 5 9s 4'644% 
Money Rates 

Day to day 44-5899 Bank Bills 
7 days 44—5%% 2 months 5i-5H 7o 
Fine Trade Bills 3 months 51-5 H% 

3 months 7-96 4 months 53-589, 

4 months 7-719 6 months 5í-5 А 

5 months 8% 

Foreign Exchanges 
New York 2:80 Frankfurt 11'20% 
Montreal 3'01 Milan 1750 
Amsterdam IC'IO Oslo 20:01% 
Brussels 13916 Paris 137338 
Copenhagen 19:290] Zurich 12:091 
Gilt-edged 

Consols 4% 61 Funding 3% 59-69 got 
Consols 24% 38 Savings 3% 60~70 85 
Conversion 6% 1972 99% Savings 3% 65—75 741 
Conversion 5196 1974 91 Savings 2195 64-67 94 
Conversion 5% 1971 91 ха Treas'ry 54% 2008-12 85 
Conversion 34% 1969 90 Treasury 5% 86-89 82 
Conversion 34% 534 Treasury 24% 77-80 741 
Funding 5496 82-84 88%ха Treasury 14% 70-81 724 
Funding 4% 60-90 о} Treasury 24% 384 
Funding 34% 99-04 588 Victory 4% 95 
Funding 3% 66-68 дой War Loan 34% 52 
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Reviews 


Cumulative Sum Techniques 


LC.I. Monograph No. 3. (Oliver & Boyd Ltd, 
Edinburgh, 18s net.) 


In this monograph, prepared by two members of =he 
І.С.І. staff for the statistical methods panel, a xew 
technique for detecting changes in the average l-vel 
of a set of figures is dealt with. 

The real problem is to find a quick and sure 
method of finding out when a real change in ће 
mean of a series of figures is actually taking ріже. 
Until the arrival of the concept of the cumula-ive 
sum, the accepted method had been to find the n=an 
and the standard deviation, and then to set lir-its 
either side of the mean related to the standard dezia- 
tion. This technique was slow to detect a real charze: 
conversely, it could indicate action based only cm a 
freak result. The cumulative sum method gives a ve 
quick indication of a real change in the average lexe 


For this reason alone it is likely to succeed the u-.al. 


quality control chart methods in the near future. 

The authors’ exposition of this technique is 
excellent. The cumulative sum approach is cer3in 
to spread into other fields where change in the l=vel 
of figures matters. The commercial applications s-zm 
endless, This is mandatory reading for researchers =nd 
allied workers. 


Fractions: A Basic Course in Arithmetic 
Decimals and Percentage 


by Berry К. FREL. (Macdonald & Co (Publishers) Ltd, 
London. 21s and 255, respectively.) 


These two books are programmed texts in elemen агу 
arithmetic. Strictly they are examples of branch 
programming. Normally each page — sometimes each 
half-page – of writing and instruction is followed зу a 
question to test if the informatiog has been properly 
understood. Three possible answers to each ques=on 
are indicated, and corresponding to each one <he 
reader is directed to a certain page. If the chcaen 
answer is wrong, additional information and adzice 
is given so that the question can be attempted agin. 
If the right answer has been selected, the readex is 
so informed. It is assumed that he understands ~he 


` point that has been made and ће is now ready for-he 


i stage, and the instruction proceeds on the в: пе 
nes. 

This method of instruction has advantages znd 
disadvantages. The main disadvantages are the size 
and cost of the textbook required, and the labour 
involved in continually turning to pages backward 
and forward. The advantages, however, are eb- 
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stantial, Since real progress can only be made by 
giving tke correct answers to the questions, it 
follows that the book has not only been read, but also 
understood. Secondly, the principle of reinforce- 
ment, which underlies all programmed learning, 
ensures that it is interesting. The idea here is that to 
be told ‘you are correct’ pretty often, is motivation 
of a high order. The art of constructing effective 
programmed-learning texts is so to arrange each 
page of instruction that the average student will 
give correct answers to questions based on this 
instruction, in about go per cent of the cases. So 
nine times out of ten he will have the satisfaction of 
being told that he is right. 

Both о: these books have been written primarily 
for American readers. There are two respects in 
which English mathematical usage differs from 
American: (1) In the expression ‘hundreds, tens 
and ones’ the English equivalent is ‘hundreds, tens 
and units’; e The expression ‘rounding off to the 
nearest tenth, hundredth, etc’, corresponds to the 


' more English usage 'correcting to one, two, etc., places 


of decimals’. 

Neither: of these points, however, will seriously 
affect the substantial value of these books as self- 
tutors for non-American readers. 


Company Law Reform 


by R. У. Weppersurn (The Fabian Society, 
London. 2s 6d net.) 


'The subject of law reform is in the fashion these 
days, and that of company law reform, after the 
Jenkins report (though this must surely have been 
sufficiently digested by now) is as popular as most. 

This booklet approaches the subject from an 
admittedly political angle — that of the Socialist 
critic of the fundamentals of the capitalist system, 
while recognizing its economic advantages. 

From the recognition that limited liability was 
intended to be a privilege and not a right, the author 
considers the principles of public policy and the 
extent to which disclosure should be extended. He 
criticizes the Jenkins Committee for timidity in 
approaching this aspect of the Jaw, and goes to a 
consideration of accountability of management other 
than to shareholders, and to the adoption of some 
obligatior on incorporated bodies to engage in 
collective bargaining. Pursuing this theme, Professor 
Wedderburn says: 

‘In an era when the shareholders in a company of 
any size rarely fulfils the old function of controlling 
management, new vehicles of accountability must 
be sought in the private sector; and management 
itself must disclose more, for example, details about 
its own individual emoluments. [He suggests 
disclosure of all emoluments over £10,000.] Among 
the tecaniques that should be investigated is the 
extent to which a bridgehead of employees’ rights 
might be established in the midst of company law 
itself, something which might mark a new beginying 
in the democratization of power.’ 


THÉ 
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Teaching Accountancy in the Sixties 


IGHTY lecturers im accountancy from various 

parts of the country assembled at Slough College 
for the first conference to be organized by the recently 
formed Association of Lecturers in Accountancy. Тћеу 
were welcomed to the col'ege by the Vice-Principal. 

In his introductory remarks, Mr H. J. F. Harvey, 
F.A.C.C.A., A.T.LL, A.M.B.I.M., Chairman of the Associa- 
tion, referred to the background of the Association 
and to the good relationships which were being estab- 
lished with the Department of Education and Science, 
education officers and with the accountancy bodies. 
He spoke of the countrys urgent need for more and 
better trained accountants : it was the means of supply- 
ing this need which provided the main theme of the 
conference. 

Mr E. C. D. Evans, 2.3C.(ECON.), F.A.C.C.A., А.С.1.8., 
A.M.B.I.M., Director of Accountancy Studies at Slough 
College, presented a paper in which he reviewed the 
present position of accountancy education in the light 
of its history and develcpment, and made proposals 
for future policy. The demanding responsibilities of 
an accountant in modern administration required 
education of considerable breadth and depth, and the 
provision of such education was. a specialist matter, 
particularly in view of the new techniques now being 
used. In addition to the пеза for quality, the quantitative 
position was reflected by the fact that membership of 
the recognized bodies of tccountants was in the region 
of seventy thousand, whi st there were over four hun- 
dred thousand registered companies in addition to all 
the other forms of admiristration needing accounting 
services. 

Mr Evans thought that accountancy education must 
result from a partnership between the education world, 
the professional bodies and industry; he was pleased 
to see evidence that thi- co-operation was growing. 
He advocated that courzes for accountants be con- 
centrated on a number of selected colleges which 
could be suitably organized, staffed and equipped to 
meet the specialized neecs. The service should be co- 
ordinated on a national besis, and the cost of equipping 
and maintaining the various centres would be several 
million pounds each year 


Regionzl Grouping 

To gain maximum utilization of these resources, Mr 
Evans proposed that basic study material and other 
aids should be prepared and distributed nationally; 
that the selected colleges should be grouped regionally 
to ensure a common policy; that the accounting centres 
should be represented cn regional boards which in 
turn would each appoint a member to sit on a national 
board with representatives of the Department of 
Education and Science and the professional bodies; 
and that the centres shouH provide courses at all levels, 
including post-graduate, £o as to offer a comprehensive 
service to students and & balanced staffing and career 
structure to lecturing staff. 

Following the paper a number of speakers questioned 
some detailed aspects of such a scheme. They were 
remjnded that its applica-ion related to the training of 
accountants and that the purpose of proposing it was 


to establish a guiding principle. One member referred 
to experience in Austrelia where a system of State 
advisory bodies was operated successfully, and another 
member reminded the conference of the need for 
planned research as part of the organization. From the 
discussion emerged two main points of view, one 
supporting centralization on the lines proposed by 
Mr Evans, and the other recognizing the need for 
better co-ordination without subscribing to the idea of a 
nationalized service. 

In the afternoon session Mr R. J. У. Stubbings, 
В.ССМ., Е.С.А. (H.MLI., Department of Education and 
Science) introduced the following panel of guest 
speekers: Mr W. M. Allen, B.A., Under Secretary, The 
Institute of Chartered Accountants in England, and 
Wales; Mr Т. B. Degenhardt, M.A., F.c.1.8., Deputy 
Secretary, The Institute of Cost and Works Account- 
ants; Dr J. M. S. Risk, B.COM., PH.D., C.A., F.C.W.A., 
F.C.1.8., M.B.I.M., Chairman of Education Committee, 
'The Institute of Cost and Works Accountants; and 
Mr J. R. Sparey, M.A., Assistant Secretary, The Asso- 
ciation of Certified and Corporate Accountants. All 
fcur speakers gave their personal opinions on trends in 
accountancy education and training, each confirming 
their support of attempts to improve standards. 


Inadequate Entry Qualifications 


At least one speaker thought that entry qualifications 
to the profession were inadequate to provide the 
required standard, and the efficacy of the present 
means of ensuring that suitable practical training was 
given to students was questioned. The principle of 
selected colleges providing for all stages of the examina- 
tions was supported, as was the existing provision of 
pre-examination courses. Investigation and forecast 
of the overall future need for accountants was recom- 
mended together with a better specification of the 
detziled content of the syllabuses and study material. 

When the speakers were questioned on the possibility 
of a common basic examination before proceeding to 
rcore specialized studies, there was some sympathy 
with the idea in principle though it had practical 
difficulties of implementation. One member of the 
panel thought that the present qualification provided a 
general background in itself upon which a specialized 
interest could be bifilt. On the subject of articles or 
indentures it was emphasized that what was important 
was to ensure that the student received the right type 
of practical training 

Later, Mr G. S. Hardern, B.A.(ECON.), LL.B., A.C.W.A., 
Heed of Department of Business Studies, Wolver- 
hampton Technical Teachers’ Training College, gave 
an interesting talk and demonstration showing some 
of the varied applications to accountancy teaching of 
overhead projectors. 

Closing the conference, Mr Harvey thanked Slough 
College for their hospitality and the speakers for. their 
interest and contributions; he stated that, as a follow- 
up, the guest speskers had kindly agreed to meet 
members of the Association's committee with the 
object of helping in the formulation of a statement of 
policy based on the views of the conference. 
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London Chartered Accountant 


Students’ Dinner 


ATTENDANCE OF OVER 1,200 MEMBERS AND GUESTS 


VER twelve hundred members and guests at- 

tended the fifty-second annual dinner of The 
Chartered Accountant Students’ Society of London 
held at Grosvenor House, Park Lane, last Monday. 


Me Ernest Е. С. Whinney, M.A., F.C.A., President 
of the Society, was in the chair, and ‘the distinguished 
guests included: Sir Harold. Shearman, M.A., J-P., The 
Rt Hon. the Chairman of the Greater London Coun- 
cil; Mr A. Dickson Wright, M.S., F.&.C.$., Vice- 
President, Royal College of Surgeons, Hon. Treasurer 
Imperial Cancer Research Fund; Mr Robert McNeil, 
Е.С.А., President, The Institute of Chartered Account- 
ants in England and Wales; Sir Henry Benson, C.B.E., 
Е.С.А., Vice-President of the Institute; Sir Alexander 
Johnston, G.C.B., K.B.E., Chai , The Board of 
Inland Revenue; Sir Maurice Laing, Chairman, The 


Confederation of British Industry; Mr G. L. Barker, 
F.A.C.C.A., President, The Association of Certified 
and Corporate Accountants; Mr C. Е, Sutton, F.C.A., 
F.C.W.A., Vice-President, The Institute of Cost and 
Works Accountants; Mr D. P. Hilton, M.B.E., B.A., 
President, The Law Society; Mr E. W. Eldridge, 
C.B., O.B.E., The Public Trustee; and Mr J. Н. James, 
с.в., Deputy Master and Controller, The Royal Mint. 


Lectures Poorly Attended 
Indifferent attendance at Iectures o by the 
Society was brought into facus by Mr Clive Parritt, 
Chairman of the Commitee, who responded to 
the toast of “The Students” Society’. 


‘The ettendance at some-of our general lectures із 





In conversation at the reception prior to the dinner (left to right): Mr Robert McNeil, F.c.A.. President of the Institute; 
Mr W. Guy Densem, F.c.a., immediate Past President of the Institute; Mr J. A. Jackaon, з. а member of che Council 
of the Institute, and Mr Donald V. House, F.c.a., a Past President of the Institute. 


826 





At the top table (right to 


Ати 





71): Sir Harold Gillett, Bt., M.C., F.c.a.; Sir Henry 
Institute; Mr A. Dickson "Wright, Vice-President of the Royal College of Surgeons; Mr E. F. G. 





enson, C.B.E., F.C.A., Vice-President of the 
y, M.A., F.C.A., 


Whinne 
President of the Students’ Society; Sir. Harold Shearman, M.A., J.P., the Rt Hon. the Chairman of the Greater London 


Council; Mr Robert McNeil, F.c.4., President of the Institute; Si 


not as it might be' he said. "We have some eight 
thousand students, and at some lectures we have 
seen as few as forty Тиги up.’ 


Suggesting one way .n which numbers could be 
increased, he went on: 'Í feel that if some of the 
principals were to encourage their articled clerks to 
attend these meetings, and were to examine and 
perhaps suggest to their articled clerks meetings 
"which might be of interest to them, we would be well 
on the way to solving the problem.’ s 


. Problem of Getting Time ОК 


Contact with fellow students, and unity within the 
profession were important complements to the 
achievement of qualificetion, he said. 

One of the great problems students had was 
getting time off to attend lectures. ‘Any improvement 
cannot fail to benefit th» profession in the future.’ 

Because of the expaasion of firms and the con- 
sequently increased amount of specialization, Mr 
‘Parritt continued, the average articled clerk, on 
qualifying, could not hope to have at his fingertips all 
the knowledge which the chartered accountant 
‘needed, He thought .that secondment might be a 
. ,method of improving tke position. 

Mr A. Dickson Wright, Vice-President of the Royal 
СоЛере of Surgeons, and honorary treasurer of the 
Imperial Cancer Resea-ch Fund, who proposed the 


Harold Howitt, G.B.E., D.8.0., M.C., LL.D., D.L., F.C.A. 


toast in a witty and humorous manner, said account- 
ancy was a profession which was going from strength 
to strength. 


Stupid Legislation _ 
‘Cepital gains tax’, he said, ‘will keep half the 
country adding up for the. other half. It is the most 
complicated and the most stupid piece of legislation 
which has ever been introduced.’ 

Proposing the toast of ‘Our Guests’, Mr Ernest 
F. G. Whinney said that there were those who 
questioned whether sufficient students took advant- 
age of their membership of the Society. ‘I wonder’, 
he went on, ‘if our critics consider how many of the 
20,000 members of our senior body really take full 
advantage of their. annual subscription.’ 

‘Without doubt the benefits are there if they 
choose to take advantage of all that is made available 
to them. I am sure, also, that a large number put the 
literature they receive in the waste paper basket; 
later they write to us rather furiously and ask what 
we are doing for them. That sort of criticism we must 
endure’, he added. 


Leaders of the Future 
Mz Whinney went on ‘to say that although they ‘did 
not get anything like as many students as they wished 
at meetings, they were, however, interesting an ever- 
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increasing number in the activities of the Socic-y. 

2 He was quite sure that among those who were sap- 

porting and taking a keen interest in the Soc=ty 

_- Would be found many of the leaders of the ргојевеоп 
„А in the future. 


Mr Е. Е. С. Whinney, M.A., ¥.c.A., the President of the 
Society, with Mr Clive Рагін, Chairman of the Soci=cy’s 


Responding, Mr Robert McNeil, r.c.A., President 

of the Institute, said that he believed the future o- the 

Е profession to be greatly exciting. He continued: 

“y~ Today the ability to understand book-keeping and 

: to keep accounts is the merest first step in the traiting 

of an accountant, but it is still a vitally- impomtant 
one’. 

‘Our aim is to increase our contribution to industry 
and society by the continual development of pur 
expertise in the processing, interpretation and 
communication of all financial and economic dat.’ 


| Growth of the Profession 
The profession, he said, might be called upc to 


e 


TV 


of their work and on what basis their informatior was 
founded. | 
Clarity of thought was vital; for even changzs of 
emphasis could give a false picture, he said. 
The profession had come a long way since “the 
: dismal and depressing story’ which was disclosed in 
' its original Royal Charter, and had since tended ‘to 
follow three different avenues. The three-roles which 
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. carry out work for the Government, for managere2nt, - 
for shareholders, or for statisticians, and accoün ants i, 
must make it abundantly clear what was the pümpose - 
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accountants played were those of accountant-auditor 
and general financial adviser, tax man, and manage- 
ment services consultant. . 

It was becoming clearer every day that these three 
main functions were only part of a whole, and what- 
ever the requirements of the profession were, it must 
be prepared to meet new developments in commerce 
and industry. The arrival of the computer, improve- 
ments in management techniques, and tax develop- 
ments called for greater knowledge. 

"This may well mean a considerable change in the 
system of articles, both in respect of the standards of 


‚ entering and the form of training,’ he said, *and I would 


like to impress upon you that if the standards we 
require you to reach are attained, so will the reward, 
not only in terms of money, but also in terms of 
personal satisfaction.’ 


Technical Efficiency Needed 
to be Recreated 


"Technical efficiency, he went on, exhausted itself 
over a period of years if it was not recreated. ‘I think 
the future holds out wonderful opportunities for you, 
and I hope and pray that you will take advantage of 
them.’ | 

The President said he had great faith in the pro- 





Mr E. F..G. Whinney, M.A., F.C.A. the President of the 
Society, with Sir Harold Howitt, G.B.E., D:8.0., M.C., LL.D., 
D.L., F.C.A. 


fession’s articled clerks. Although many people were - 


-glib in their condemnation of the youth of today, he 


would prefer them as they were at present to a system 
of regimented youth without freedom of expression. 
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Union of Chartered Accountant 


Students’ 


Societies 


ANNUAL CONFERENCE 


НЕ annual conference of representatives from 

twenty-nine. charered accountant students’ 
societies was held in Lcndon ол Friday and Saturday, 
December roth and 11th, with Mr У. К. Wells, B.A., 
F.C.A., in the chair. 

After prayers by the ~haplain to the Speaker of the 
House of Commons, Мк R. McNeil, F.c.a., President 
of The Institute of Chaztered Accountants in England 
and Wales, welcomed the delegates and assured 
them of the attention. which the Council’ of the 
Institute gave to the views-expressed both in the 
conference and by the L-aison Committee, even though 
the visible results might be delayed. Mr Ernest 
Whinney, M.A., Е.С.А., Eresident of the London Stu- 
dents’ Society, also welcomed the conference and 
wished them well in their discussions. 

The conference received the statement issued by the 
Council of the Institute after their consideration of the 
matters raised by the Liaison Committee of the con- 
ference in March 1965. Some dissatisfaction was 
expressed that it did nor give an adequate presentation 
of the points put forwa-d by the Committee. It was 
felt, however, that бз was inevitable since the 
primary purpose of th» report was to give the de- 
cisions of the Council 5n the matters raised. 

Suggestions that the functions of the conference 
would be more effectively attained if provision were 
made for а semi-permament executive committee and 
for more frequent meetings of sections or the whole of 


Opening of the Union's anrual conference at Church House, 
Westminster. Left to right: Canon Michael Stanclitfe, 
Chaplain to the Speaker cf the House of Commons; Mr 
W. К. Wells, B.A., F.c.a., ‘Chairman of the Union; Mr R. 
McNeil, F.c.a., President of the Institute; Mr E. F. G. 
Whinney, M.A., F.C.A., Pre-ident o: the London Students’ 
Society. 





the conference, were discussed but were not con- 
sidered to be of practical help. 

'The conference welcomed the efforts of the Institute 
to promote better tuition for the examinations but, in 
view of the poor standard of oral tuition available in 
many technical colleges, the conference felt that the 
Institute should not try to avoid the responsibility for 
supervision and inspection or to seek to destroy the 
more approachable channel provided by independent 
students’ societies for voicing the needs of individual 
students who were not receiving efficient oral tuition. 
А further opinion was expressed that only residential 
cramming courses could meet the requirements of the 
examinations as they were at present conducted. 

It appeared that the major difficulty which had beset 
students’ societies from their inception was being 
intensified by modern conditions. The failure of most 
articled clerks to take any substantial interest in the 
educational activities of students’ societies waa being 
increased by the pressure of the majority of principals 
who regarded them as merely part of the machinery for 
the support of their practices. The mounting pressure 
of the examinations intensified the difficulties further. 
The conference asked the Institute to take more active 
steps to impress upon principals their personal obliga- 
tion to provide experience and guidance in the practice 
of the profession and to support the wider professional 
education provided by the students' societies. 

Ín order to improve the practical experience avail- 
&ble in the training of articled clerks, the conference 
urged the Institute to encourage the transfer and 
secondment of articles and to make available informa- 
tion about industrial undertakings willing to take an 
articled clerk for six months’ training. The conference, 
however, rejected a suggestion that there be а com- 
pulsory period of industrial experience before ad- 
mission to the Institute and that continental experience 
be provided during articles. 

Discussing the standard for entry into articles, the 
conference was of the opinion that the academic 
standard should nof be raised but that the minimum 
age should be 18 years; and if it were good for the 
profession to try to attract graduates, greater effort 
was required to this end. 

Amongst other subjects discussed during the con- 
ference were grants from local education authorities, 
salaries and study leave, the syllabus and organization 
of the examinations, availability of the Institute library, 
the National Union of Students, inter-society sports 
fixtures, the Union tie and the arrangement of 
agenda for the conference. 

Members elected to the Liaison Committee to meet 
members of the Council of the Institute were Меввгз 
W. С. Atkins, M.A., A.C.A, J. N. Christie, J. M. 
Middlemss, C. С. Morgan, C. А. Parritt, C. M. 
Plumbe, A.C.A., and D. S. Rastrick, with the Chairman 
and Secretary. 
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Some of the fifty-nine Hes Left to right: Mess-s N, C. Whitehead and C. M. Plunbe, A.C.A. Qu Yorks); 
W. G. Atkins, M.A., A.C.A. (Birmingham) (standing): Lue Price, C. A. Parritt and C. L. Bur- (London); D. M. B. Taylor 
E. 3. C. Lewis (Leeds). 


| : 52. York. 
A Christmas Сјелће ЕБ 
The following аге the answers to 22. Dubro-nik. 54. Ovse. 
the questions on earlier pages of 23. Iron Aze. 55. Disraeli. 
this issue. The initial letters 24. Ayrshire. — 56. Ya-ra. 
spell — 25. Mount»atten-Windsor. 57. Cremona. 
‘Sir Christopher Wren 26. Gold. 58. All Souls. 
Said, "Iam going to dine with 27. Ormskirk. 59. Lancashire. 
some men. 28. Isocrac. 60. Lauder, Sir Harry. 
If anybody calls 29. Nirvana. 61. Sti licide. 
Say I am designingSt Paul’s.”’ 30. Goya. 62. Sp-een. 
1. Staffa. 31. Tarsus. 63. Aberdeen. 
2. Illeism. 32. Orion. 64. Yawning. 
3. “Red wine’. 33. Dreyfu- Affair, The. 65. Imogen. 
4. Congressional Record. 34. Innocents’ Day. 66. Ab: gail. 
5. Hypermetropia. 35. Norwica. 67. Mcot. 
6. Reddendum. 36. Entresal. 68. Devastavit. 
7. Ichneumon. 37. WHItehall. 69. Elliott, Ebenezer. 
8. Semestr(i)al. * 38. Ivanhoe. то. Spefforth, Е. R. 
9. Tutin, Dorothy. 39. Tasmaria. 71. Iberia. 
то. Ostia. ` до. Habendum. 72. Gilray, James. 
II. Parhelion. 41. Stuart, Leslie. 7 73. Nerada. 
12. Halifax, Lord. 42. Ovid. 74. Icknield Way. 
13. Enfield. 43. McLear of Duart, Sir Charles. 75. Next Friend. 
14. Rousseau, Henri. 44. Ear. 76. Gainsborough. 
15. Walpole, Hugh. 45. Mexico City. 77. аза Mater. 
16. Rhadamanthus. 46. Electra. 78. Thaler. 
17. Entrechat. 47. Novatioa. 79. Pat:ence. 
18. Nanosecond. 48. Шупа. 8o. Ainsworth, W. Harrison. 
19. Sicilian Vespers, The. 49. Faraday. Michael. 81. Uxoricide. 
20. Anderson, Elizabeth Garrett. 50. Aristotle. 82. Laches. 
21. Ionic. 51. New Yorker, The. 83. Бр“. = 
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In Parlaments 


Income Tax Rebates 


Mr Накогр WALKER asxed the Chancellor of the. 
Exchequer if he. will int-oduce in his next Budget, 

provisions to vary the arrangements for income tax’ 
rebates for persons getting married so that the amount 


will not depend on the date of marriage. 


Mr MacDermor: І ћете noted my hon. friend's ` 


suggestion but I cannot emcourage him to hope that it 
will be acceptable. 


Hansard, Dec. 7th, 1965. Written answers, col. 54. 


Rolls Eazor Ltd 


Mr Mappan asked the President of the Board of 
Trade whether he has received the report of the 
Inspectors appointed on July 23rd, 1964, under section 
165 (b) of the Companies Act, 1948, to investigate the 
affairs of Rolls Razor Ltd; whether he intends to 
publish this report; and whether he intends to refer it 
to the Director of Public Prosecuticns. 

Mr Jav: I would refer the hon. member to my 
answer to my hon. friend the member for Manchester, 
Wythenshawe (Mr Alfrec Morris) on December 3rd. 
The report of the Inspectors is being referred to the 
Director of Public Prosecutions under section 169 (1) 
of the Companies Act, 1948; and, in consequence, 
I cannot say at present when it will be possible to 
publish it. 

Mr Mne asked the President of the Board of 
Trade whether he will pcblish as a separate document 
that part of the report of the Inspectors appointed to 
inquire into the affairs of 3olls Razor Ltd which relates 
to the travel agency activiies of the firm. 

Mr DanLmwG: The report of the Inspectors was 
received on November pth and is being referred to 
the Director of Public Prosecutions under section 
169 (1) of the Companies Act, 1948; in consequence, 
I cannot say at present when it will be possible to 
publish it. I am advised that a report cannot be 
published in part. 


Hansard, Dec. 7th, 1955. Written answers, col. 78. 


Companies Act, 1943: Prosecutions and 
Conwictions 
Mr Grant asked the President of the Board of Trade 
if he will give the number of prosecutions and con- 
victions under the Companies Act, 1948, in each of 
the years 1960 to 1965. 


ACCOUNTANT 


M- DanLING: The figures for prosecutioris by Ше. 


Board of Trade in the period 1960 to 1965 are as 
tolosa; 


Prosecutions Convictions 

ruta 788 645 
1961 690 , 544 
1962 684 547 
1963 795 620 
1964 1,085 829 
1965 (fantasy ist to 

November 9th) .. 830 806 


Hansard, Dec. 7th, 1965. Written answers, col. 79. 


British Motor Corporation and Pressed Steel: 
Monopolies Commission’s Report 

Mr WALDEN asked the President of the Board of Ттаде 

whether he has yet received the report of the Mono- 

pclies Commission on the merger of the British Motor 

Corporation and Pressed Steel; and if.he.will make a 

statement. 

Mr Jay: Yes. I received the Commission’s report on 
November 26th. Its conclusion is that this merger does 
not operate and may not be expected to operate against 
the public interest. 

I accept this conclusion. I shall be laying the 
Commission's report before Parliament and publishing 
it as soon as possible. 


Hansard, Dec. 7th, 1965. Written answers, col. 80. 


£ Sterling: Purchasing Power 


Mr POUNDER asked the Chancellor of the Exchequer 
what has been the fall in the real value of the £ sterling 
since October 15th, 1964. 

Mr MacDznMor: On the basis of the change in the 
index of retail prices, the p ing power of the £ 
sterling, taken as 205 in October 1964 was about 19s 1d 
in Cctober 1965, the latest date available. 


Капзата, Dec. oth, 1965. Written answers, col. 164. 


Directors’ Shareholdings: Disclosure 


Mr SrRATTON MILLS asked the President of the Board 
of Trade if he wil introduce legislation to require 
directors of public companies to detail their share- 
holdings and those of their families in the annual report 
as well as having information available in the 
directors’ share register at the annual meeting. 

Mr DanrrxG: The proposals my right hon. friend 
wil be making for new companies legislation this 
session will not extend to amendment of the provisions 
of the Companies Act regarding disclosure of share- 
boldings of directors. 


Hansard, Dec. oth, 1965. Written answers, col. 149. 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SWI 


Telephone Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Notes and Notices 


THE INSTHUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
Examination Questions: Finance Act, 196 
The Council of The Institute of Chartered Accent- 
ants in England and Wales has already stated tha the 
earliest date at which questions arising out о. the 


Finance Act, 1965, may be asked in examinstion . 


papers will be May 1966. 

In amplification of this statement it is now an- 
nounced that the position in regard to the May =966 
examination and subsequent examinations in 1966 will 
be as follows: 

(a) questions involving corporation tax and capital 

Bains taxes (short-term and long-term) wr. be 
* confined to the ‘Old’ Final and to Part II c£ the 
‘New’ Final examination only and will be lirzited 
to general principles; 

(b) questions on Case VII, Schedule D (short-term 
capital gains) will not therefore be asked ix the 
Taxation I paper in Part I of the ‘New’ “inal 
examination; 

(c) ш: is no change i in the position for the I-ter- 

te examination which remains as se- out 
in kote (ii) on page 46 of the current edition cf the 
General Information and Syllabus of Examincxions 
booklet. 'T'his note reads as follows: 

‘Questions will NOT be set on taxation 
liability or its computation but candidates will 
be expected to have sufficient elementary 
knowledge to enable them to deal with taxation 
in accounts.’ 


(d) questions on profits tax will not be set at any 
examinations in 1966. 
This statement relates to the 1966 examinations anly. 
A further statement dealing with the 1967 examina- 
tions will be published in 1966. 


PROFESSIONAL NOTICES 


Messrs ARMITAGE & Norton, Chartered Acccunt- 
ants, intimate that as from December 15th, 1965, -heir 
Edinburgh office will be at ro Great Stuart Sweet, 
Edinburgh 3, in place of 22 Walker Street, Edinburzh 3. 


Messrs Т. C. BACKSHELL & Cof of Surbiton, Sucrey, 
have completed arrangements to amalgamate =лет 
practice from January rst, 1966, with that of M=ssrs 
STURGES, Fraser, САМЕ & Co of the City, and Kingston 
upon Thames and Godalming, Surrey. Mr T. C. 
BACKSHELL retires from the partnership to take p a 
commercial appointment and Mr D. J. САКЕН=ЕАР 
is admitted ав a partner of Messrs STURGES, FR-SER, 


FOR C.A. 
EXAM 


PASSES 





т examina’ 
Law, сы Service, G.C.E., etc. 
е 100-page book (without obligation) on application tot 


TEE RAPID RESULTS COLLEGE 


Cave & Co, who will continue to practise under that 
name. 


Messrs R. Lestre BELL & Partners, Chartered 


© Áccountants, Belfast and London, announce that, with 
-effect from January 1st, 1966, they propose to associ- 


ate with Messrs RICHARD Coates & Co, Chartered 


“Accountants, London. The Belfast practice will be 


conducted as heretofore, and the London practice will 
be carried on at 2 Swallow Place, Oxford Circus, 


.London Wi, in conjunction with Messrs RICHARD 


Coates & Co. 


Messrs Елснавр Coates & Co, Chartered Account- 
ants, of London, announce that as from January rst, 
1966, they are admitting into partnership a. . А. 
WAINWRIGHT, A.C.A., who has been with the fora 
number of years. Concurrently they are entering into 
an association with Messrs R. LESLIE BELL & PARTNERS, 
Chartered Accountants, of Belfast and London. Тће 
style, address and telephone number of the firm will 
remain unchanged. 


It is jointly announced by the firms concerned that, 
whilst each individual firm will continue to practise as 
in the past, they have now formed a separate joint 
firm with Rosson, Morrow & Co, of London, which 
will practise under the name of Rosson, Morrow & 
LONDON PARTNERS, of which the partners are Messrs 
L. W. RoBsoN, Е. T. HUNTER and J. BurLLock of 
Rosson, Morrow & Co, Mr R. W. N. Barrer 
of CHARLES Comins & Co, Mr Е. W. DADswELL of 
CALLINGHAM, Brown & Co, Mr R. W. J. Foster of 
Dav, Parsons & Co, Mr C. С. HUBBARD of CHANTREY, 
Button & Co, Mr A. Н. MARSHALL of Morison, 
RUTHERFORD & Co, Mr І. L. Moors of OGDEN, 
HissERD, Butt & LANGTON, Mr I. C. PATERSON of 
LEAKE, HENDERSON & Co, Mr S. W. PercivaL of 
Forp, RHopEs, WiLLIAMS & Co and Mr С. Н. 
Wacstarr of Hemsiey MILLER & Со. 


It is joirtly announced by the firms concerned that, 
whilst eazh individual firm will continue to practise as 
in the past, they have now formed a separate joint 
firm with Rosson, Morrow & Co of London, which 
will practise under the name of Rosson, Morrow & 
MERSEYSIDE PARTNERS, of which the partners are 
Messrs L. W. Rosson and Е. T. Hunter of ROBSON, 
Morrow & Co, Mr J. Н. BRADLEY of Grass & 
Epwarps, Mr Т. Cation of C. A. HUNTER, CALLON & 
Co, Mr H. C. Cussons of G. E. Hott & Son, Mr G. 
ENGLISH of CHARLES E. рову & Son, Mr L. D. 
Haywarp of LoNspALE & Marsn, Mr S. А. Іл.оүр of 
WINDER $ Lioyvp, Mr C. Pearson of SHEARD, VICKERS 
& WINDER, and Mr S. А. WoorvEgN of Ермокр D. 
Wnrrg & Sons. 


AN R.R.C. HOME-CTUDY COURSE provides the simplest answer. Backed by 37 years 


Insurance, Local 


CAL, TUITION HOUSE, LONDON SW19 


DEPT 
Me-aber of the Associatin= of British Correspondence Colleges 
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THE CERTIFIED ACCOUNTANTS LODGE 


The installation meeting cf The Certified Accountants 
Lodge was held on Mondey, Decem»er 6th, at Colonial 
House, Mincing Lane, Lendon EC3. Тће Worshipful 
Master, W. Bro. R. G. L. Jobson, installed his suc- 
cessor, W. Bro. В. А. B.shop, for the ensuing year. 
Тће following officers we-e also appointed: 

Bro. D. W. Page, S.W. Bro. Н. A. P. Miller, 7.W.; 


W. Bro. J. P. Shaw, P.P.G.3T.B.(HERTS), Chaplain; W. Bro. . 


C. S. Setchell, Treasurer W. Bro. ©. К. M. Davidson, 
Secretary; W. Bro. А. 2. S. Meynell, L.G.R., D.C.; 
W. Bro. К. Н. Bickmore S.D.; Bro. W. Rapson, 7.D.; 
W. Bro. Edgar Spencer p.p.a.c.REG.(NoTTS), A.D.C.; 
W. Bro. J. Н. Hills, L.G.R.. Almoner; Bro. Е. A. Gommer, 
Organist; Bro. A. W. Nelson, I.G.; Bro, Е. Н. Sparrow, 
Bro. R. А. V. Billings, Bro. R. Statham, Bro. J. K. Shaw 
and Bro. J. R. Sparey, Stewards; W. Bro. A. J. Courtney, 
L.G.R., Tyler. 

The address of the secretary of the Lodge is 42 

Hollingbourne Avenue, Bexley Heath, Kent. 
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THE INSTITUTE OF INTERNAL AUDITORS | 
London Chapter 


'The last of the present series of educational talka and. 


discissions arranged for members of the London 
Cnapter will take place at Unilever House, Black- 
friars, London EC4, on Monday, January 3rd, 1966, 
when the following subjects will be dealt with at the 
morning and afternoon sessions respectively: ‘Internal 
audit responsibilities at times of major changes and 
developments in the business or organization’, by Mr 
R. A. Brown, Unilever Ltd, and ‘Internal audit of 
freight, transport and vehicle operations’, by Mr C. P. 
Evans, British Road Services. 

Those wishing to attend should contact Mr R. A. 
Brown, Audit Department, Unilever Ltd, Unilever 
House, Blackfriars, London EC4. 


CHRISTMAS CROSSWORD 


Compiled by Kenneth Trickett, F.C.A. 





CLUES ACROSS 
. Does fog also suggest the year 1893? (4, 2, 5). 
- Demand an option to purchase shares at a stipulated 
price (4). e А. 
то. Reversal of insured risks by а politician effecting а 
repeal (то). 
тт. А case of diamonds, peraaps, by statute (7). 


№ н 





2. Conditional deeds might be worse without science (7). 

а. Construct a frequency distribution graph of those that 
come first in history and grammar (9). 

. А weird way of designating range of investments (5). 

. Sees one disposed to put in legal possession (5). 

. Obtained 22, having improved (9). 

. Spoils the reparation (7). 

<. Negotiable paper with directions to become firmer in 
prices (7). 

A slump, or its probable result (10). 

. A large number of parcels (4). 

. Formerly instead of loss, alternatively a substitutional 

‘debtor (11). 


CLUES DOWN 


. Charles's earnest money (5). 

. Resign an employment for wages (8). 

Numerically a case of foreign possessions (4). 

. About to involve an expend ture of overheads (6). 

. Settle to prevent a dangerous charge (9). 

- Involved in plea at Court of Durham or Lancaster (8). 

. Write out backward, sometimes in association with 28 

(4). 

. Revision of American State duties (5). i 

. She has a disposition to try eight stacks, one hears (9). 

. Ina hotel, even this is expressible with a ‘nine, a nought 

and some dots (8). 

. Life-annuity schemes employing money in mixed notes 
(8). 

21. ‘Termination of interest in practices seriously affected 

16). 
23. Most of 13 used for graphic reference (4). 
25. Certain number of words in a document consisting of 
paper only once folded (5). 
26. Zstablished partnership (4). 


The solution will be published in next week's issue. 
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1965 in Retrospect 


S ~ell as constantly giving good advice to company and 
ccher clients, to THE CHANCELLOR OF THE EXCHEQUER, to 


cccasional Royel Commissions and to the City at large, 
accountents also receive counsel at all times and from many 
directiors. Apart from the Press, the chief dispensers of this 
continucas flow of helpful information are probably the various 
professicnal bodies, eitaer through their research committees or 
by indiv:ual members who are persuaded to give addresses at 
courses zad conferences on some aspect of accountancy work on 
which they are outstandingly expert. 

The core complex the work of the profession becomes, the 
greater i. the need for this service — undertaken, it must always 
be reme-nbered, on a voluntary basis and without thought of 
financial -eward — and at no time have accountants been more 
grateful fr such guidance than in the year now ending, particularly 
in the fie 1 of taxation. The Finance Act of 1965 was truly monu- 
mental kat, like so шапу outsize works, the conception was 
greater than the technical execution. Much light has already been 
shed on #s intricacies by the booklets on the corporation tax and 
the taxa3on of capital gains prepared by The Institute of 
Chartered Accountants in England and Wales, as well as those 
issued by The Association of Certified and Corporate Accountants. 
In additon to the host of other interpretations which have 
appeared or are on the way, case law for many years will continue 
to provid- further illumination. 

Another notable publication of 1965, on a rather different 
theme, wes Profitable Use of Capital in Industry, sponsored by 
The Institute of Cost and Works Accountants. While lectures of 
marked q-ality were numerous, three at least appealed particularly 
to the comtemplative mind. The first was an imaginative plea by 
Professor ARRINGTON, of the University of Canterbury, in New 
Zealand, for greater realism in the presentation of financial 
accounts! The other two, given at the Oxford and Cambridge 
summer -ourses of the English Institute respectively, were 
‘Assessing the Profitability of Future Capital Projects’, by Mr 
J. K. STEWARD, C.A., and "The Chartered Accountant in Top 
Management’, by Mr JOHN LUNCH, F.C.A. 

By whatever name they are called, schools, courses and con- 
ferences continue to be popular as was seen from the list of no 
less than seventeen projected gatherings, given in these columns , 
last April. A pioneer of its kind was the English Institute’s Pilot 


1 The Accouz:ant, April 17th and 24%, 1965, issues; ' July 24th and 31st, 1965, 
issues; * Occber 9th, 16th and 23rd, 1965, issues. 
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Course іп’ Managemen: Information, held at 
Brighton at the end of Cctober and described by 
one of our contributors as a ‘hard, exacting and 
worth-while week’. Prideof placein 1965, however, 
must be given to the nineteenth annual meeting 
of the International Fiscal Association which 
took place in London in September and was 
attended by over nine hundred delegates and 
guests. 

It was stated in July that the first examination 
for the Certificate in Management Education 
would be held in Octob2r 1966. At present, only 
` members of the English Institute are taking part 
but the Irish Institute will participate when the 
necessary alterations to із constitution have been 
approved. In December, more details of the 
big brother qualification, the Joint Diploma in 
Management Accounting Services to be con- 
ducted by the three bocies of chartered account- 
ants in the British Ides, The Association of 
Certified and Corporate Accountants and The 
Institute of Cost and Works Accountants, were 
made known. At the sarne time, a list of honorary 
awards, to accountants representative of the 
best talents in the prcfession, was announced. 
The pattern of the proposed syllabus suggests 
that a really bigh standard of performance will 
be expected of entrants 

THE PRESIDENT OF THE BOARD OF TRADE is 
likely to introduce his Companies Disclosure Bill 
early next year, based on Chapter 10 of the 
Jenkins Report which deals with disclosure of 
information in accounts. Although a more com- 
prehensive measure would have been welcome, 
the Bill is a step in the right direction, particularly 
as company reports and accounts should always be 
above suspicion. This was by no means so in at 
least two celebrated cases during the year —those of 
Associated Fire Alarm3 and the British Printing 
Corporation. In the first of these, as in the Rolls 
Razor fiasco of the previous year, too much was 
attempted with inadequate administrative and 
accounting procedures and controls. In the 
second, the whole financial system seemed to 
have got so completely out of hand that the 
auditors had to give what was probably the most 
negative report of ite kind ever produced. 

These instances emphasize not only the 
paramount necessity Cor sound company legis- 
lature but serve as reminders to all practising 
acéountants that, as the shareholders’ appointed 


guardians, they must exercise unceasing vigilanc® - 


and this can be done satisfactorily only if their 
own practices are impeccably organized. Much 
help is being given in this direction by the 
English Institute who began producing a series of 
Practice Administration booklets last April. Тће 
first of these, The Development of ап Accounting 
Practice, admirably defined the foremost factor 
in developing a practice successfuly as ‘work of 
high quality, done on time, and clearly expressed, 
orally or in writing, in the Queen's English’. 
The six subsequent booklets so far issued have 
all contributed notably towards making this ideal 
possible. 

As the activities of the professional bodies 
are extended to keep pace with business and 
economic developments, so must their admini- 
stration costs rise. The English Institute held a 
special meeting of members in September to 
pass resolutions authorizing increases in annual 
subscriptions and admission fees and, at the 
annual meetings of the members of the Scottish 
Institute and the Association held in April, the 
respective Presidents hinted that similar steps 
would soon have to be taken. Under the present 
structure of the profession, this is recognized as 
inevitable by the great majority of members but 
mary still earn marginal incomes, as the excel- 
lent Good Practice Performance supplementary 
report of the English Institute's Practitioner 
Inquiry Committee, published in July, revealed, 
and to them even a modest upward revision of 
subscription rates can be an added burden. 

A distinct impression obtained by reading 
through The Accountant to check on what did 


happen in 1965 is that much time and money . 


could be saved by a greater degree of co-opera- 
tion between the various professional bodies. At 
present, for example, THE CHANCELLOR OF .THE 
EXCHEQUER receives much the same good advice 
in triplicate from them when the occasion war- 
rants it. Again, each body runs its own research 
department and the emergence of separate 
public relations campaigns may create a situation 
similar to that of the farmer who bid fiercely for 
the grandfather clock at the auction sale against 
a deeply veiled lady who turned out to be his 


wife. The apparently successful inauguration of | 


the Joint Diploma scheme demonstrates that a 
further dovetailing of common interests could 
not but be advantageous to all. i 
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Customs and Excise Report 


Ж- НЕ striking feature of the report c: the 


Commissióners of Customs and Eacise! 

for the year ended March 31st, 1925, is 
the extraordinary buoyancy of the spe-ding 
by the public on luxuries and non-essentzls. 

Taking tobacco alone, the duty on imported 
leaf was increased by 6s 6d lb. in April 2964, 
equivalent to 4d on a packet of twenty »lain 
standard cigarettes, and there were consequential 
increases on other types — the third increzse in 
tobacco duty in five years. 'T'hen, in August 1964, 
the manufacturers put on another rd a packet 
for"themselves; moreover, authoritative reports 
have been published showing the close con- 
nection between cigarette-smoking and lung 
cancer. Yet consumption by weight in 19¢4-65 
totalled 258-56 million Ib., compared with 2=5-38 
million Ib. in 1963-64 and 251-11 millio- Ib. 
in 1962-63. 

The present is also perhaps an appropriate 
time to cast an-eye over Britain's consum-tion 
of alcoholic drinks. The report says cauti-usly 
that complete information is not available z5out 
the disposal of spirits after payment of duty Gin 
and other compounded spirits are made Irom 
duty-paid spirits of other descriptions. Howzver, 
of over nineteen million proof gallons of s-irits 
which bore duty in 1964-65, less than helf a 
million gallons obtained rebate of duty for 
medical or scientific use — the same quamtity 
as in the previous year. Of the balance, 9j 


million gallons was whisky produced in the 


United Kingdom, and nearly five million gallons 
was gin or other British compounded spirits. 
This does-not cover British vodka, of which half 
a million gallons is estimated to have borne 
duty. During the twelve months there was < rise 
in the consumption of spirits by nearly a million 
proof gallons, notwithstanding that the duty 
was increased at the beginning of the year. The 
United States took over 18 million gallors of 
whisky. A million gallons each, or slightly more 
was taken by Sweden, France, Australia, Western 
Germany, Belgium and Canada. 

In spite of another 1s 6d a gallon duty on ight 
wine and 3s a gallon on heavy wine, the amount 


1 Cmnd 2842. H.M.S.O. Price 12s 6d net. 


of wine drunk during the year continued to 
increase. The consumption of British wine at 
9:6 million gallons was 14:9 per cent higher than 
in the previous year, but foreign light wine 
consumption went up by 8& per cent to 16 million 
gallons. Heavy wine at 11'4 million gallons was 
only 3:7 per cent higher. The same story is to 
be found in beer; an increase in duty was 
accompanied by an increase in consumption. 
The report points out, however, that the summer 
of 1964. was a fine one — and therefore a thirsty 
one. . 

Other indications of the affluent society are 
to be found in the increase in the receipts for 
purchase tax on such things as motor-cars, 
gramophone records, toys, soft drinks, perfumery 
and sports goods. Again there are the statistics 
of travellers, with or without their motor-cars, 
which reveal that the number of persons arriving 
in Britain in the course of a year has risen by 
8o per cent over the last ten years. The passenger 
traffic is concentrated in the summer; nearly 
two-thirds of all passengers arrive during the 
four months from June to September, and the 
number so arriving has more than doubled 
since 1954-55. An even greater increase has 
taken place in the number of accompanied 
motor-cars arriving in the country, which has more 
than trebled in a decade. The report says, rather 
plaintively, that this increase imposes a great 
burden on all the Customs staff concerned — 
a burden of which the passengers would no doubt 
be glad to relieve the staff. 

Among the items of general information the 
report observes that the department has the 
first woman to become a commissioner of a 
Revenue department. About eight hundred of 
the headquarters staff are to be transferred early 
in 1966 to a new Crown building, Portcullis 
House at Southend-on-Sea. The department 
has a computer at Southend which has taken 
over certain tasks from the conventional punched- 
card machines in the statistical office. Specialized 
accounting machines have been introduced in 
collectors’ offices, saving staff and constituting 
the first step in transferring information to the 
computer for the preparation of departmen 
accounts. | | 
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Some Reflections on Depreciation 


by D. C. BEATON, C.A. 


HERE is а natural human tendency to 
average, or level out, in financial matters. 
А. wage-earner would not like sharp 
fluctuations in his earnirgs, resulting in alterna- 
tions of affluence and perury. There seems to bea 
tendency to accept more readily an approach 
which involves regularity rather than fluctuation. 

A pervasive idea in 2usiness finance is that 
invested capital may be increased but not 
reduced. This is the outcome of company 
law whith readily permits increase of capital, 
but discourages reducticn of capital of a limited 
liability company in tke interests of the pro- 
tection of creditors. 

А third introductory thought is a suggestion 
that in approaching idecs that may seem revolu- 
tionary one should endeavour to discriminate 
between what is right and what is practicable. 
It is better to acknow.edge what is right, yet 
not follow it because of its impracticability, than 
to reject an idea as wroag for that reason. What 
today may seem impract.cable may in time become 
practicable. 


Nature >f Capital 


Capital results from sa~ings. An individual who 
saves out of his income and invests the saving, 
in doing so denies himself present enjoyment 
in the expectation of future enjoyment. He 
expects the value of his present enjoyment 
forgone to be not less than equalled in value by 
expected future enjoyrcents. 

Investment broadly сап take two forms. The 
money can be investel to produce an annual 
income while the capital remains intact and 
returnable at will. Or + can be invested so that 
capital and income are -eceived annually, as with 
an annuity. Although there may be a general 
preference on the part of individual investors 


. towards an investmen- which does not return 


capital annually, and this preference is encouraged 
by company law, in fact the nature of the business 
economy dictates investment of the annuity 
type because most business investment is in 
wasting assets, i.e. ass»ts which are used up in 
the process of business operations; although one 
could argue that this is not so when replacement 
of the asset when waszed is taken into account. 
Where an asset is wasting in production, income 
— or one might say incomings — comprise both 


income (ie. return on capital) and return of 
capital. 


Simple Example 


А simple example of an investment in a wasting 
asset is £1,000 spent on the purchase of plant 
which is expected to produce a cash-flow of 
£357 in each of the three years of its expected 
life. By the D.C.F. method, the rate of return 
works out at 5 per cent on capital, and let us 
assume this is the right rate of return for this 
type of investment — right in the sense that 
more would be welcomed but no less a return 
would be acceptable. The calculation of the 
return by D.C.F. method is as follows: 
Discount factor at 5 per. Present 











Year | Cash-flow cent compound interest value 
£ 
o Out 1,000 1,000 
I In 367 "9524 350 
2 In 367 '9270 333 
з In 367 :8638 317 
£1,000 


The tabulation in proof of the calculation of the 
return by D.C.F. method is as follows: 


Capital Cash-flaw Capital 
Year at beginning Income Capital Total atend 
£ & £ £ £ 
I I,000 50 317 367° 583 
2 683 34 333 367 350 
3 350 17 350 367 о 


in which income is shown to be 5 percenteachyear 
of outstanding capital. An alternative method 
of calculation or tabulation is shown below: 


Present 
Redemp- Remain- value of 


tidn of — derof Discount remain- 


Year Cash-flow capital cash-flow factor 

£ £ 
o Out 1,000 
: In 367 317 5o 9524 _ 48 
2 In 367 317 50 "9070 45 
3 In 367 317 50 :8638 43 





Equivalent annuity of equal annual amount 


£136+2°7232 = £50 
Yield per cent on “шо oo бох 
100+£1,000= - 5% 
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“ТА this tabulation the return on capital is shown 


as a percentage on the original capital of £1,000, 


: after deducting the annual. sums which, when 


invested at 5 per cent per annum compound 
interest, will amount over three years to £1,000. 
Тће remainder, dfter being discounted, is con- 
verted to an equivalent annuity of equal annual 
amount, so that the yield can be expressed as a 
single (average) figure. The 277232 is the present 
value at 5 per cent per annum compound rate 
of interest of an annuity of one for three years. 

If one assumes the absence of upsetting 
factors, the first of the two foregoing tabulations 
shows that at the end of year 1 a buyer would be 
prepared to pay £683 for the asset, because an 
investment of that sum would yield 5 per cent per 
annum, which is assumed the right rate for 
investment in this kind of plant and operations. 
If one approaches the problem of depreciation as 
one of diminishing value rather than of allocation 
of cost, the same tabulation indicates that 
depreciation is £317, £333 and £350 in years 1, 
2 and 3, respectively. Depreciation is thus the 
difference between the value of the plant at the 
beginning of the year and its value at the end of 
the year — value in each case being the present 
value of future cash-flows. 

It appears that the annual depreciation in- 
creases year by year because of the time factor. 
Expenditure in one year is recouped in a later 
year. Consequently, after the time factor is 
taken into account, the depreciation of a more 
remote year is greater than the depreciation of a 
proximate year because the lapse of time of 
interest-earning on capital is longer. 


Unequal Cash-flows 


Let us now assume a similar simple example, but 
with the complication of unequal annual cash- 
flows: plant costing £1,000 and expected cash- 
flow of £417, £342 and £338 for each of three- 
years, respectively. In this ,case the D.C.F. 
calculation is as follows, demonstrating a yield 
again of 5 per cent per annum: 


Capital Cash-flow Capital 
Year at beginning Income Capital Total atend 
£ £ £ £ £ 
1 1,000 50 367 417 633 
2 633 32 310 342 323 
3 323 16 322 338 o 


In this case the tabulation shows that a buyer 
would be prepared at the end of year 1 to pay 
£633 for the asset to return 5 per cent per annum 
on the capital invested. The diminution in value 
over year I is therefore £367 after returning 


5 per cent, £50, on the opening capital, and this: 


ACCOUNTANT 


837 


indicates depreciation of that amount during 
year 1. The depreciation is more than an equal 
annual amount because the cash-flow of year 1 
is higher than the three-year average, indicating 
a higher rate of diminution in value of the asset, 
based on prospective earnings, in the first year 
than in the remaining two years. 


Analysis of Depreciation 


The foregoing indicates a balance sheet value of 
the asset at the end of year 1 of £633. For the 
profit and loss account for year 1, a depreciation 
figure of £367 for year 1 is indicated. The higher- 
than-average cash-flow in year 1 may be the 
result of the year’s operations, with no more than 
average use of the plant, ie. normal rate of 
productive output. The cause of ће“ higher- 
than-average could be relatively higher prices for 
the product, or could be the result (in theory) of 
lower taxation due to special initial capital 
allowances. In these events the total depreciation 
of £367 would appear to be partly attributable 
in the first place to the value, of the use of the 
plant during the year, in the cash-flow of [417 
resulting from the output of the products during 
the year. 

Since the use is an equal rateable proportion of 
the whole use over three years, the depreciation . 
through use would appear to be an equal annual 
amount, subject only to consideration of the 
time factor. Since £317 is the annuity, which over 
three years compounded at 5 per cent interest per 
annum accumulates to {1,000 at the end of that 
period of years, £317 appears to be the amount of 
depreciztion through use in year 1, the difference 
between this sum and 2333 (a straight one-third 
of £1,0c0) being the advantage, derived from the 
time factor, of the use occurring in the earlier 
rather than in the later part of the period. In 
the earlier part the time factor confers a reduction 
below average, rather than an increase in the 
latter part of the period when the lapse of time 
is greater than average, compared with the 
straight average exclusive of the time factor. 

The remaining £50 of the diminution in value 
during year т (£367— £317) seems due to the 
fact that the cash-flow in year 1 is above average, 
causing an above average diminution in value — 
value being based on the principle of capitalized 
value of future cash-flow. If the higher than 
average cash-flow were caused by initial capital 
allowances for tax purposes, the {50 part of, 
depreciation would be complementary to the 
lower-than-average charge for taxation for the 
year, resulting from those allowances. (It is 
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assumed that the benefit of these allowances can 
be realized in year 1 by offset against the taxable 
income from other ope-ations of the owner of 
the plant in question.) 

If, however, the hzzher-than-average cash 
flow were attributable, possibly partly, to higher- 
than-average output of year 1, the part of the 


PO 
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total depreciation of £367 attributable to use - 


would be correspondingly greater; the factor 
by which the greater part would be calculated 
would be measured by the degree to which the 
use, possibly in terms of the quantity of units of 
output, during year 1 exceeded’ the average over 
the three years. 


The Sacred Cows of Keenan 


by DESMOND СОСН, F.A.C.C.A., A.M.B.LM. 


HEN I was invited to give this paper it 
was suggested -o me that I might offer 
*some controversial views for discussion, 
and being a controversialist by instinct I found the 
idea had an irresistible appeal — the more so because 
I can think of few areas of the industrial and mana- 
gerial field that produce zreater scope for argument 
than the theory and practce of accountancy. 
Although I have chosen to view some of these 
practices from a critical s-andpoint, it does not mean 
that I lack faith in the accountancy profession's 
ability to fulfil the functions it has assumed as an 
essential part of the mode-n paraphernalia of manage- 
ment control. However, it is my view that just as 
accountants should regasd their raison d'étre to be 
‘appraisers and critics cf the effects and efficacy 
of managerial decisions, so they should accept the 
application of the same exacting standards of judge- 
ment to testing the validity of their own conventions 
which they take so much for granted in their day-to- 
day routine. Most disciplines and professions have 
taboos and touchstones that fulfil an important role 
in formulating and guiding the practice of their 
crafts, and accountants are no exception in their 
dependence on the support given by these mental 
crutches. 


The Balance Sheet 


Starting from a familiar landmark, one has only to 
look at that most fundamental of all accounting 
documents, the balance saeet, to realize why account- 
ants have taken so long te catch up with the computer 
age. A layman might appreciate its nature more 
readily if it were explaired to him as being a sort of 
snapshot of the financial position of the business at a 
particular point in time — the last day of the trading 
year — and that it revealed to the practised eye the 
various sources from which the permanent capital 
and short-term funds Lave been obtained and the 
uses to which they have зееп put — be it the purchase 
of permanent capital ecuipment, the acquisition of 
trading stocks, as credit extended on monthly 
A paper presented at a seminar for accountants and managers 


ged by the Portsmouth College of Technology on 
November 5th. 


account to the firm's customers, or simply as cash 
balances at the bank. It is important for him to 
remember, of course, that the position on the previous 
and succeeding days may be somewhat différent 
from that shown by the published accounts – possibly 
aided by that mysterious process known to account- 
ants as ‘window dressing’! 

'The fact that this concept of the function of a 
balance sheet is not always conveyed to the lay mind 
can perhaps be attributed to the slightly slipshod 
and misleading terminology often used to describe 
some of the items that appear in this much abused 
document. This is probably a legacy from the days 
when a balance sheet was regarded simply as an 
itemized list of the closing balances in the ledger at 
the end of the financial year. Indeed, the very name 
‘balance sheet’ seems outdated and archaic in itself 
and I would prefer some such alternative as ‘statement 


of funds’ or ‘statement of assets and liabilities’ ~ ' 


although even the latter term is open to objections. 

Having grown up during a period when the 
accountancy profession has been undergoing a mild 
change in its attitude to innovation, I am occasionally 
jolted by the realization that I can recollect having 
seen a set of public company accounts that persisted 
in labelling the left- and right-hand sides of the 
balance sheet, which were expressed in pounds, 
shillings and pence, ‘Liabilities’ and ‘Assets’, re- 
spectively, and under the latter heading included an 
item which was described as ‘Debit balance on 
profit and loss appsopriation account’. Fortunately, 
these curiosities of company accounting have become 
almost as extinct as the Dodo — at least, as far as 
public companies are concerned — but lesser absurdi- 
ties are still seen from time to time. 


Opposition to Innovation 


Even now it is not unusual to hear practising 
arcountants decrying the new-fangled vertical form 
of balance sheet when it appears unannounced to 
disturb their peace of mind — this despite the fact 
tnat it has been seen around the place these past 
twenty years or so. They regard it as almost an 
impertinence if a reformist-minded board of directors 
suddenly takes it upon itself to jazz up the annual 
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"réport and wean the auditors away from the. habits 


of a lifetime. For all the prodding and pushing of. 


their professional societies, some accountants appear 
to have scant regard for the poor shareholder, and 
the fact that many a set of annual accounts might just 
as well be written in Sanskrit for all the layman can 
understand them, seems to play no part: in their 
scheme of things. 
ie am sometimes mildly amused when I hear a 
talking about’ the balance sheet showing a 
ae (or loss) on the year’s trading when he, in fact, 
means the profit and loss account — but then, when 
I pause to think about it, I am tempted to conclude 
that his ignorance is a reflection on the ability of 
accountants to reduce financial statements to a 
simple form which can be more readily understood. 
Some of the reforms which would bring us nearer to 
this objective are.more a matter of altering accounting 
terminology rather than bringing about fundamental 
changes in the present legislation governing company 
accounts; but because they.require a voluntary 
forsaking of the habits and customs of a lifetime they 
are usually that much harder to bring about. 


Reserves | 
Just as we persist in using the rather meaningless 
term ‘balance sheet’, so I wonder why we have not 

t around to abandoning ‘profit and loss account’ 
in favour of the more accurately descriptive and 
less confusing ‘income statement’ — and even more 
bewildering to the non-accounting mind can be the 
hallowed custom of transferring part of the retained 
profits to a reserve in the balance sheet, and then 
adding to the mystery by labelling it in a way which 
gives the impression that it is available for some 
purpose other than the simple augmentation of 
capital invested in the business. To many laymen 
the very word ‘reserve’ implies an earmarked cash 
balance or invested fund which is available for an 
emergency or for a specific purpose — but unless the 
directors have taken action to set aside such a fund, 
the likelihood is that the retained profits have gone 
into the working capital and the business may, in 
fact, be operating on an overdraft at that very 
moment. It seems-to me that the accounts would be 
more readily understood if the mtained profits were 
described as such without further adornment – much 
a8 it might go against the grain for the more ca'canny 
boards of directors. 

However, this state of mental disarray is not con- 
fined to the investing public and one has only to 
turn to a representative selection of contemporary 
accounting textbooks for a definition of ‘depreciation’ 
to realize that there is no unanimity among the 
experts on this thorny subject!, Some authors will 
assure us that the object of making a charge for 
depreciation in the accounts is to adjust the value of 
the fixed assets to take account of use, obsolescence, 


1 Depreciation — All Things to All Men’, D. Goch. The 
Accountant, June 20th, 1964. 
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or the edluxion of time; but others. will maintain that 


the intention is to amortize the capital outlay over: 


the probable effective worxing life, regardless of the 
value of the asset during this period. 
` Yet another group insist that Һе: depreciation 


charge should be based oa the current replacement. 
value of the assets rather than the historical cost.—: 


but I will not in this paper add to the countless 
thousands of words that have been put in support or 


opposition. to this point о: view. In the. face of this’ 


diversity of professional opinion there is little reason 
to be surprised that. accountants ‘are sometimes 
accused of creating and sustaining their own jargon 
to baffle and confuse the lgyman. 

- This has not exhausted all the possibilities for 
exploiting professional conflict, and you havé only: 
to ask a dozen or so assorted accountants to give 
their own definition'of ‘capital employed’ to realize 
how little common grouni there is‘ betweén them. 
Some will advocate inclucing capital assets at their 
replacement value, whilst cthers will say that original 
cost is the correct basis to adopt. A third body of 
opinion will argue that the net written down book 
value is the one to use. Convincing reasons can be 
adduced for each of these methods but you will 
find little unanimity in yoar search for truth. 

In this same field of defining capital employed you 
will find that some accountants put forward the view 
that trace creditors should be ignored, whilst others 
will insist that they are jast as much a source of 
short-term capital as the -rade debtors аге a com- 
mitment that encroaches om the working capital. If I 
might at this point interject a personal opinion, it 
seems to me that if you accept that a business needs 
to make provision for firancing its customers on 
monthly account when calculating its working capital 
requirements, then by the каше token it is reasonable 
to allow for the credit whick can be expected from its 
own suppliers. 

These may seem to tke non-accountant to be 
slightly esoteric пен designed for the intellec- 
tual amusement of the experts, but they can be of 


considerable consequence ia relation to the ргерага-, 
tion of data for the underpinning of vital business 


decisions. 


Overheads and Selling Prices 


Speaking from my own experience in a modestly’ 


assorted range of industries, I have found that the 
subject of overhead expenditure allocation and 
recovery is the cause of more confusion in managerial 
minds than most other aspects of accounting tech- 
niques. At the risk of sounding trite, it is worth 
reminding ourselves that if а business is to recover 
all its prime costs and оуеглеад expenses and earn a 
reasonable rate of return on the capital employed 
(however you may choose ta define it), then obviously 
it must create a selling’ price structure that is 
realistically geared to this objective. All too often 
the temptation to chase tu-nover at the expense of 
profits becomes the dominant policy, but it is ùne 
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that if pursued without regard for long-term con- 
sequences wil soon Јеауз the business in a very 
vulnerable situation — а вісќе of profitless prosperity! 

However, before becom-ng involved in the subject 
of selling prices I would Ше to make a few comments 
on overheads and their :llocation. It is usually a 
fairly straightforward task to allocate to individual 
product lines those costs which vary in direct ratio 
to the increase or decrease in the level of output, 
but very much more difficult in the case of fixed or 
semi-fixed costs. То quote just one example to 
illustrate this point, the araount and cost of materials 
which go to make up a range of assembled com- 
ponents can normally be calculated within fairly 
close limits when it is necessary to determine their 
cost of production; but X as a result of a sudden 
and unexpected shortage >f the materials needed to 
make those parts, the purchasing department in- 
curred extra expenditure on telephone calls and 
cables to overseas suppliers, then the problem of 
segregating and allocating it would be beyond the 
wit of the most meticucous and painstaking cost 
accountant. 

Obviously, the sensible course with this latter 
type of expenditure is tc spread it over the whole 
range of products, and this is in fact done by applying 
a suitably calculated overhead recovery rate to the 
directly attributed prime 20818 (i.e. labour hour rate 
or machine hour rate). This does mean, of course, 
that the resulting indirect cost allocations are not the 
product of a scientific amalysis of the incidence of 
costs in relation to the various departments or the 
product lines within those departments, and in many 
cases costs of certain functions or services have been 
allocated between them om a purely arbitrary basis in 
the absence of іпѓогта-іоп that would assist in 
devising a reliable methed. Indeed, many of these 
costs would continue to be incurred regardless of 
which particular product lines were being made at 
any one time, and the overhead rates applied to them 
are solely for the purposes of attributing to them a 
share of the departmental and other overhead expenses 
and do not represent specific expenses which arise as 
the direct result of production of these particular 
lines. 

I am not seeking to c-iticize the practice of pre- 

aring costings for indi~idual product lines which 
include overhead oncosts calculated in this way, but 
it would be as well if accountants were to stress the 
limitations which attach to cost data of this nature. 
It so often happens that cost of production figures 
prepared for a specific purpose are vested with a 

© degree of accuracy that was never intended, and are 
thereafter freely quoted in discussion to support or 
rebut arguments which may eventually underpin 
decisions on matters which are entirely unrelated to 
those for which they were originally required. For 

' * example, a firm might be faced with having to choose 
which of several product lines is to be discontinued, 
and in these circumstances it may be quite wrong 
to Base the decision on cost of production figures 
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which include overheads made up of expenses that - 


have been allocated in a purely arbitrary fashion. 


Contribution to Profits 


In judging the value of a job as a profit earner, 
proper regard should be had for the contribution it 
will make towards recovery of the fixed overheads of 
the business. By this I mean the surplus remaining 
out of the sales revenue after the direct materials and 
labour costs have been covered. It might help in 
making this point by considering two examples, 
viz.: $ 


Product A. Product B. 


s 5 
Materials 6 12 
Direct labour 4 2 
Works overheads 8 4 
18 18. 
Selling and administration .. 7 7 
Profit .. x ve 5 5 
Selling price .. 8 us 30s 30s 


At first glance it might seem that there is little to 
choose between the two products because they both 
yield a profit of 5s, but in fact Product А. makes a 
contribution of 20s per unit against Product B.'s 
16s. However, Product B. apparently requires only 
half the amount of labour and so two units can 
made in the time required to make one of Product A. 
thus yielding a total contribution of 32s towards 
overhead recovery and profit. I realize that these 
examples are open to criticism because of over- 
simplification, but they do serve to bring out the 
salient point I am seeking to make. 

However, circumstances must often govern cases 
and it may not always be possible to consider direct 
costs in the conventional cost accounting fashion. 
There is a tendency for some accountants and 
managers to assume that the direct labour cost 
element in a job is automatically a variable expense 
in total costs when related to the level of output, 
but under present-day conditions when ~ except 
during times of severe credit squeeze — many firms 
suffer from a chronic labour shortage, it would be 
quite unreasonable*to assume that direct labour 
wages are a highly variable expense. Many of the 
skilled production employees may need to be treated 
just as much as a part of the permanent establish- 
ment expenses as (say) the production shop foreman, 
and hence their salaries have to be treated as a semi- 
fixed expense which must be met from the con- 
tribution remaining after the truly variable elements 
of cost (ie. materials, power, etc.) have been met. 
Thus, if a firm has spare capacity which cannot be 
taken up in the near future by fully remunerative 
work of its own, then sub-contract work could be 
accepted at any price that will cover the cost of 
materials, power, and any other directly variable 
costs such as packaging, etc. Under these circum- 
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+ stances the direct labour wages would be regarded as 
part of the firm's standing charges. 
Perhaps I ought to make it clear at this point that 
I am not offering support to those accountants who 
have fallen head over heels in love with the theory of 
marginal costing. This is a flirtation that can all too 
easily lead to broken hearts and bent bank balances, 
and Í would certainly not counsel over-indulgence 
in this respect. Every business man has to come 
face to face with the fact that all costs, marginal or 
otherwise, have to be recovered from revenue, and too 
slavish devotion to marginal costing applications could 
lead to the situation where the order book is filled 
with cut-rate jobs that leave little or no capacity for 
more lucrative work. There is little business acumen 
attached to stealing all your competitors’ orders only 
to finish up in Carey Street! 


. . Selling Prices 

I hope that at a time when we are still living in the 
euphoric atmosphere of the National Plan and the 
Incomes and Prices Commission, I will not be 
labelled as an anarchist if I express my own very per- 
sonal views on the subject of selling prices. Although 
not a politician by inclination, I would certainly 
claim the same indulgence, if not the respect, accorded 
to Mr Enoch Powell. 

For along time I have had great faith in those twin 
pillars of capitalist economic theory, supply and 
demand, and it seems to my somewhat conventional 
mind that, where possible, these should be the criteria 
that govern management decisions on pricing policy. 
The conventional unit costing formula which I have 
referred to earlier is a very useful guide for manage- 
ments when they are compiling price lists, but it 
seems to me that there is a tendency to pay too much 
attention to the cost plus fixed-percentage profit 
approach. T'he cost accountant 18 partly responsible 
for inducing this over-cautious attitude and I would 
like to see more flexibility in pricing policies. 

All too often the business man has to sell at a 
profit margin which is unreasonably low in relation 
to the amount of capital employed in his business, 
and so he should not be vilified on those occasions 
when, in response to heavy demand, he puts up his 
price to take account of a favourable market situation. 
Nowadays it is only very rarely that his competitors 
will permit him to work a rich vein of profit for 
very long before he is challenged. However, this is a 
point of view that has not yet gained very wide 
acceptance in Britain, and so it was with some 
diffidence that I finally decided to put it forward in 
this paper. Nevertheless, I firmly believe that it 
should be included with the rest of my profession’s 
sacred cows. 


Educating and Training Accountants 


The last one, and probably the most controversial 
so far as the accountancy profession is concerned, is 
the one that comes closest to my heart — the method 
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of educating and training its future members. 1 
believe I share with many other members of the 
major accountancy bodies, the view that the present 
structure of the profession is not geared towards 
producing from the same training ground the two 
essentially different types of men needed to provide 
the future personnel for the practitioner's office 
on the one hand, and for industry and commerce on 
the other. The auditing function inevitably induces 
a bias towards looking back at the past, coupled with 
the semi-legalistic approach imposed by respon- 
sibilities under the Companies Act. The other major 
activities of the average professional office — taxation, 
liquidations, executorship, etc. — are cast in the same 
mould and tend to emphasize the development of 
this type of outlook. 

On the other hand, the man who will be of greatest 
value within industry will most probably be the one 
who has from his early days lived in and absorbed 
the industrial environment. We hear much talk of 
‘management consultants’, ‘financial analysts’, ‘comp- 
trollers’ and all those other financial birds of paradise 
with their exotic plumage of titles, but what is 
needed in abundance is the sound all-round ‘figure- 
smith’ who really understands the relationship in day- 
to-day terms between what is happening out on the 
factory floor and what is ро in the periodical 
trading accounts. He should ћауе a sufficient working 
knowledge of taxation, company and mercantile 
law to deal with everyday problems and to recognize 
when the moment has arrived to bring in an outside 
expert for more profound advice, but the major 
emphasis ought to be on the multitudinous facets of 
finance as they concern the company's workaday 
existence. 


The Executive Accountant 


In my own view, the executive accountant in industry 
must merge his professional identity. and become 
a full member of the management team who happens 
to have specialist financial knowledge to сот- 
plement his abilities as a line manager. He must 
try to assimilate as quickly as possible the environ- 
ment of the firm and the industry in which he has 
chosen to make his career, and should come to terms 
to the best of his ability with the technicalities that 
are involved. If he insists on conducting his affairs 
from the ivory tower of the chief accountant's 
office, without deigning to come down to tbe factory 
floor, then he is found. to be that much less effective 
as an executive. Finance is not a self-contained 
function and it cannot be divorced from what is 
happening on the factory floor. It is the mirror of 
events, but can only reflect a true image if the account- 
ant is completely in touch with those events. 

In my view, this involvement and identity with the 
other members of the management team requires that 
the industrial accountant's training should take place 
within the environment in which he will spend his 
working life. T'his is not to say, of course, that he 
should spend all his career with one firm — for most 
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accountants can benefit from seeing for themselves 
what is going on within ether firms and industries. 
In this way he begins at ar early age to assimilate and 
appreciate the problems tbat face the production and 
selling departments, and come to understand the in- 
terlocking relationships that are so vital to the smooth 
working of a well-managed firm. It is a valid criticism 
that some accountants whc switch from the practising 
office to industry after qualifying, do not readily 
adapt themselves to their лету way of life — and their 
perpetuation of the ‘audit clerk’ approach is not 
always conducive to ready acceptance of their ability 
. to make a useful contriEutión to the problems of 
management T 


New Techniques 
What, I think, is equaly important is that the 
professional examination syllabus for the industrial 
accountant should have a greater orientation towards 
mathematical and statistical techniques, and sooner 
or later the bodies. concerned will have seriously to 
consider the idea of including questions on such 
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techniques as linéar programming" and ореганоћа! - 
research. 

'The advent of the two major business schools will 
undoubtedly quicken the pace towards the develop- 
ment of a curriculum based on the needs of the 
second half of the twentieth -century, and the 


accountant who chooses to ignore the writing on 


the wall will do so at his own peril. 

I feel that for too long the accountancy profession 
has immersed itself in a cocoon of complacency, 
and this has undoubtedly been fostered by the fact 
that the demand for accountants has for a number of 
years been greater than the supply. But, as in all 
similar situations where there is a free market, the 
classical. economic forces have begun to exert them- 
selves and the end users have turned to substitution as 
a way round the problem. Hence the trend towards 

ater use being made of economists and statisticians 


in the field of industrial finance, with the tide tunning · 


very slightly against the traditional accountancy 
qualification. Remember King Canute — he got his 
feet wet! 


The Accounting World 


' Topics of Professional Interest from other Countries 


AUSTRALIA 


Annual Report of Australian Institute 


EMBERSHIP of The Institute of Chartered 
Accountants in Australia at June 30th, 1965, 
numbered 4,926 accordimg to the annual report. of 
the Institute’s General Council. This is an increase 
of 137 over the preceding year's figure. A’summary of 
total membership shows that there were 2,668 in 
New South Wales, 1,139 30. Victoria, 451 in Queens- 
land, 283 in South Australia, 279 in Western 

Australia and тоб in Tasmania. 

Amendments to the Irstitute's Royal Charter and 
Bye-laws effected in the year now enable examina- 
tion candidates to proceed through all stages of their 
examinations without hav-ng to complete any specified 
period of pre-examinatioa service. The fundamental 
requirements are, however, maintained — only those 
in service with chartered accountants are eligible 
for admission to membership after having served 
only five years within the eight years preceding 
admission. In the case ef university graduates, the 
period of service is reduced to three years within the 
five years preceding adrrission. 

The report refers to the Council's proposal of 
giving greater recognitior and more status to members 
in commerce and indastry who are at present 
classified as ‘Members-cn-the-Separate-List’. These 


members, the Council feels, should be granted the 
right to use the designation ‘chartered accountant’, 
and in addition, provisions should.be made to enable 
one such member to be elected to each of the State 
Councils. The Council also proposes to ask members 
to approve the abolition of the membership category, 
'Associates-not-in-Practice', designating all such 
members as ‘full’ Associates. 


CANADA 


Need to Unfetter the Banks 


R STEWART*B. CLIFFORD, executive vice- 

president and chief executive officer of the 
Mercantile Bank of Canada, besides being president of 
the International Trust Company, focently reviewed 
in The Canadian Chartered Accountant the fettered 
state of Canada’s banks, at a time when the Bank Act 
is undergoing its decennial revision. The great 
inadequacy singled out by him, in the present Bank 
Act, is the 6 per cent ceiling on the interest rate 
chargeable on loans. He stated that the percentage of 
demand deposits to total deposits in Canadian banks 
had fallen from 39:9 in 1955 to 31:8 today. One reason 
was that corporate treasurers were more sophisticated 
and tried to centralize funds and invest excess cash, 
Banks thus had to buy money or ‘inventory’ to finance 
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* théir growing business. Costs were rising and there 


was a growing profit squeeze, o:38 per cent being 
earned on assets of $24 billion by Canadian banks, 
as against o-675 per cent by two leading banks in 
New York city. 

The Royal Commission on Banking and Finance 
favoured removal of the 6 per cent ceiling bu: this 
was not adopted and its continuation was proposed 
for the next ten years. Consequently, said Mr Cli-Tord, 
a‘ host of borrowers were forced to go to competing, 
and unfettered financial institutions, trust companies, 
savings banks and finance companies might charge 
up to 12 per cent or more. In the consumer loan field, 
where banks competed with others, there has been a 
dramatic reduction in the cost of personal loans to a 
large mass of the Canadian public. The loser, 
through the 6 per cent restriction, was the smaller 
business man whom the ceiling was supposed to help. 

For the future, Mr Clifford saw tremendous 
changes in the age of the computer. The bank data 
processing centres, at present found only in the 
major cities, will be expanded and linked like tele- 
pone systems. He believed the days of the standard 

ank cheque were numbered and suggested that 
Canadians might pay their bills by relaying info-ma- 
tion to computers by means of telephone-like devices 
connected into the system. 


UNITED STATES 


E.D.P. in Accounting Curricula 


prm for computer instruction in sckools 
of business, Dr Leonard W. Hein, с.Р.А., 
in The Journal of Accountancy recently pointed out 
the need by stating that there were already oil 
refineries with no production people except those 
engaged in maintenance. The computer was fed 
economic data, such as raw material prices and 
market prices of products, and then it planned the 
optimum product mix and achieved it, without 
human intervention. The people who cortrol 
the computers may well control the whole operation. 
Can schools of business safely continue to allocate 
so little of their curricula to computer study? 

Dr Hein saw the need for different levels of 
instruction in programming: (1)*a general educative 
course in computer technology, required for all 
curricula and intended to give some such familiari 
with the computer as everyone should have wi 
physics, chemistry, etc.; (2) training the quantitacive 
people to solve fairly complex problems by согаризег- 
statisticians, operations researchers, etc.; (3) in- 
troduction of E.D.P. as an information processing 
major, educating for creation of data-processing 
centres within each business. 

As to E.D.P. education specifically for accountants, 
Dr Hein favoured their being trained to асін 
‘through’ rather than ‘around’ the computer. As yet 
he doubted whether any complex computer-based 
accounting system, without an audit trail, had ever 


ACCOUNTANT 


843 


been truly audited. If the accountant was to retain 
his professional position, the writer was convinced 
that he must develop a high degree of computer 
sophistication. Hitherto the accountant had re- 
garded himself as the figure specialist on the 
management team, though notoriously lacking in 
mathematical discipline. He would increasingly 
have ta use the tools of the statistician, again with a 
better. mathematical background. While pessimistic 
as to the early feasibility of his scheme, for lack of 
trained academicians, Dr Hein called for a beginning, 
however inadequate. 


Interim Published Reports 

К ROBERT С. TAYLOR, c.p.a., Professor 

of Accounting and Director of the Graduate 
School of Professional Accounting at North-eastern 
University, Boston, Mass, writing recently in The 
journal of Accountancy, stated that, from July 
Ist, 1966, a change in the Securities and Exchange 
Act will require most ccmpanies with more than 
$1 million in assets and equity capital held by 
500 or more persons, to file a statement with the 
Securities Exchange Commission which will 
include a half-yearly report. Не is concerned with the 
role of the public accountart in developing the interim 
report. 

Mr Taylor sees a danger in the fact that many 
corporations place the format and content of the 
report, including income statement and balance sheet, 
in the hands of financial pablic relations people who 
may consider it their duty to create a favourable 
impression. For him the solution to irresponsible 
corporate publicity lies in tae accounting profession's 
improvement of interim reports to make them more 
useful. He would have the annual audit programme 
include a review of interim reports issued since the 
last annual report, with a vizw to suggesting improve- 
ments ir form and content, Апу material year-end 
adjustments which would have changed the interim 
reports might, he suggested, be separately listed in 
the annual report. 


NEW ZEALAND 
Society's Year-book 


НЕ New Zealand Society of Accountants’ Year- 
Book for 1965 shows that membership of the 
Society as at Мау 31st, .1965, totalled 7,732. 

The new book, which extends to 222 pages, con- 
tains the usual alphabetical and topographical lists 
of members, together with the names of members 
of the fiftv-seventh Council end details of the member- 
ship of the Council's seventeen committees as well as 
the names of local branches and secretaries. A scale 
of fees which the Council of the Society recommends 
should be used by members as a basis for fixing fees 
is also included. • 
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Weeklv Notes 


STOCK EXCHANGE 
TAX REPRESENTATIONS 


T was readily foreseeable that the Chancellor’s 

short-term capital gains tax would greatly reduce 
the volume of professionel transactions on the 
stock-markets, the object of which is primarily 
to take capital profits. THe bulk of such activity has 
invariably come from the larger investor who is 
most hit by the current rztes of surtax. In a memor- 
andum tó the Chancellor oz theExchequer, the Council 
of the Stock Exchange has now appealed for a 
reduction in the rate of tax on short-term gains to 
an unspecified flat-rate percentage charge. 

Similar ‘locked-in’ effects have been experienced 
at times on the Americar stock-markets, but it may 
be doubted whether a глеге reduction in the rate 
of tax is all that is required to restore fluidity to the 
existing London market. Furthermore, United 
States experience suggests that whatever the rate 
of tax, in a real ‘bull’ market investors have been 
quite prepared to take their gains subject to tax. 
The basic problem confrenting the investor is always 
the margin of net profit compared with the level of 
risk in making the investment. 

The Stock Exchange Council might have made 
a stronger case had iz stressed the undoubted 
difficulties of jobbers in a market now increasingly 
short of stock. Speculation by the larger investor 
can be a major source ef help in stabilizing price 
movements; but this activity has been greatly 
reduced with consequent loss of efficiency. However, 
there is certainly a case or reducing the rate or the 
holding period as applied to short-term gains if the 
London stock-market is to achieve its former 
efficiency and freedom -rom volatility which is so 
characteristic of the Nev York market. 

The memorandum also asks that switching 
transactions in gilt-edzed securities should be 
exempted entirely from -axes on capital gains. Such 
a move should help the institutional investor and at 
the same time soften tke impact of the continuing 
inflation on large holders of gilt-edged stocks. 

A proposal to exempt gains up to a total of £500 
in any year is put forward on the basis of helping 
the small investor. It is also justified by the exemp- 
tions already provided sor the first £5,000 of gains 
realized by death and gifts of less than £100 in value. 
This seems a reasonable- argument, but it is far from 
clear that it will greaty help the larger investor 
whose activities have ir the past greatly improved 
the fluidity of the marzet and could again do so in 
the future 
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BANK OF ENGLAND BULLETIN "* 


HE Bank of England's Quarterly Bulletin has 

become one of the most useful of journals, 
dealing not only with economic events but also as a 
medium for information. Only. comment on the 
facts is eschewed. 

Two articles in the current issue — which was 
briefly referred to last week — merit attention of 
the student of monetary affairs and Britain's financial 
position. The first is a comparative study of the 
United Kingdom and United States Treasury bill 
markets which discloses that, despite apparent 
similarities, the two institutions display significant 
differences. In particular, the United States market 
is not as dependent upon the banks for funds as is its 
Lendon counterpart. Moreover, the United Kingdom 
encounters much more ‘outside’ competition for 
bills at the tenders than does the American market. 


The second article provides an assessment of - 


Britain’s external assets and liabilities at end of 1964. 
It is estimated that external official and private 
short-term assets amounted to £3,830 million, 
compared with liabilities of £6,489 million, i.e. net 
short-term liabilities of /2,659 million compared 
with £2,106 million at end 1952. 

Private holdings of long-term assets amounted 
to about £9,400 million, compared with liabilities 
of some £3,400 million. The net creditor position 
of some £6,000 million represents a striking improve- 
ment of about £1,300 million since end 1962, much 
of it due to the rise in equity prices in the U.S.A. 
and Canada. The article concludes that at least 
there has been no deterioration during 1963 and 
1664 in the net balance of United Kingdom external 
assets and liabilities. On the other hand, warning is 
given that as long as the ratio of short-term liabilities 
to short-term assets has been so considerably in- 
creased, too much comfort should not be drawn 
from these figures. 


ESTATE DUTY DEVICES 
ANV EEN substantial funds are held on trusts in 
such a way that if nothing is done they will 
attract estate duty on the death of a beneficiary of 
advancing years, there is a very natural desire to 
take some action Which will avoid or mitigate this 
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result. There is at the same time a tendency of the .. | ` 


Inland Revenue to argue that the particular device 
which has been adopted has failed. Two such 
devices have recently been the subject of litigation 
before the House of Lords. In one, Ralli Brothers 
Ltd v. C.I.R. (43 AT.C. 66, 376), the House held 
that the device had succeeded; in the other, СЕ. v. 
Lyle's Trustee (43 A.T.C. т, 376), that it had failed. 
The Court of Appeal decisions under these references, 
both adverse to the taxpayer, were the subject of a 
Weekly Note in our issue of November 7th, 1964. 

In the Ralli case the life-tenant exercised a power 
of appointment in 1961 in favour of two named 
grandchildren. On the next day they granted to her 
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* "heir interest (if any) in the income down to the end 


of 1965. Тће life-tenant died a few days later and the 
Inland Revenue claimed duty on the settled funds 
on the ground of a deemed passing on her death, 
under section 2 (т) (b) of the Finance Act, 1894. By a 
majority of four, to one; the House rejected this 
claim on the ground that the mere fact that the 
life-tenant's estate enjoyed the income under a 
different instrument did not mean that the interest 
‘ceased’ on the death of the life-tenant. 

In the Lyle case, funds were settled in discretionary 
trusts during the life of Mrs Kirkwood for herself, 
her children, and remoter issue; and thereafter the 
fund was to be held in equal shares for her children 
who attained 21 (or, being daughters, married). Mrs 
Kirkwood had three children who were each con- 
tingently entitled to one-third on the death of their 
mother. One of them, a son, executed a deed of 
vapiation on July 17th, 1961, by which he released 
the income of his third share in favour of the existing 
discretionary class for seven years or until Mrs 
Kirkwood died, whichever last happened. 

Mrs Kirkwood died eleven days after the execu- 
tion of the deed of variation. Again the House of 
Lords decision was by a majority of four to one, but 
this time in favour of the Revenue. Lord Morton 
said (according to The Financial Times of December 
16th) that the taxpayer had not established that the 
deed of variation had created a continuous dis- 
cretionary trust for seven years or longer, beginning 
at the date of the deed. He agreed with the Court of 
Appeal that there were two trusts, one which ended 
with the death and one which began with it. Accord- 
ingly, the third share passed on the death, if not 
under section x then under section 2 (1) (5) of the 
Finance Act, 1894. 


RETENTION OF DEDUCTED TAX 


ee House of Lords last week dismissed both ap- 
peals brought respectively by Chancery Lane Safe 
Deposit & Office Co Ltd and B. W. Nobes & Co Ltd, 
in each case against the Inland Revenue, arising out 
of decisions in the Court of Appeal (reported in The 
Accountant of December 5th, 1964) that the appellant 


. companies were not entitled to retain deducted tax 


under section 169 of the Income Tax Act, 1952, but 
must account for it to the Inland Revenue. 

In the Chancery Lane case, the company borrowed 
large sums on mortgage to finance the rebuilding of 
its premises and properly deducted tax from the 
interest. On the advice of its auditors the company 
charged a proportion of the interest payments to 
capital, debiting the rest to revenue account. In all 
but one of the relevant years the company, in fact, 
had enough income to cover all the interest paid, and 
claimed accordingly the right to retain the tax 
deducted. However, the Inland Revenue claimed tax 
under section 170 on the amount charged to capital, 
on the ground that the accounts were conclusive that 
the interest had, in fact, been paid out of capital. 
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In the Nobes case the company had caused another 
company (‘Aconite’) to be incorporated and had 
covenanted to make annual payments to Aconite as 
consideration for shares issued by that company. 
Nobes then sold those shares for £45,000, of which 
£100 was payable at once and the rest was to be satis- 
fied by handing over to Nobes the profits of Aconite. In 
Nobes’s accounts the annual payments made by the 
company were set off against the capital receipts for 
the sale of the Aconite shares. Nobes also paid 
dividends expressly out of current profits. 

Lord Morris, as reported in The Times of December 
16th, said that the Nobes case, like the Chancery 
Lane сазе, was governed by Central London Railway 
Company v. CIR. (15 A.T.C. 231). The company 
had so acted as to preclude itself from arguing that 
the annual payments were made out of taxed profits. 

In the Chancery Lane case both Lord Reid and Lord 
Upjohn dissented and indeed it seems toebe a very 
hard case. Moreover, it could well encourage the 
Inland Revenue to overthrow the established practice 
of allcwing individuals to claim the benefit of section 
169 without much regard to the precise funds from 
which they pay interest and annual payments. 
According to Lord Morris in the Chancery Lane 
case, one cannot treat a payment actually made out ој 
capital as notionally made out of income. 


BANE'S CLAIM ON DISHONOURED CHEQUE 


DNESDAY of last week saw the end of some 

protracted litigation by a bank which sought 

to rely, unsuccessfully, on section 2 of the Cheques 

Act, 1957, in order to obtain payment in respect of 

a dishonoured cheque lodged by a customer (West- 
minster Bank Lid о. Zang). 

According to a report in The Times of December 
16th, Mr Zang, after losing heavily on seven-card 
rummy, drew a cheque for £1,000 in favour of 
‘J. Tilley or order’, receiving {£1,000 cash from 
Mr Tilley to pay part of his gambling debt. This 
cash belonged to Tilley’s Autos Ltd, of which Mt 
Tilley was controlling shareholder and managing 
director. He paid the cheque into the bank without 
endorsement but directed on the paying-in slip that 
the cheque be credited to his company. The slip 
bore a printed warning that the bank reserved the 
right to postpone payment of cheques drawn against 


.uncleared effects. The company's account was at 


the time much overdrawn. 

The cheque being dishonoured, Mr Tilley sued on 
it and the bank handed it to his solicitor for that 
purpose, but the action was dismissed for want of 
prosecution. The bank then sued Mr Zang as holder 
in due course or for value of the cheque. ‘Holder’ is 
defined by section 2 of the Bills of Exchange Act, 
1882, as ‘the payee or endorsee of a bill or note who 
is in possession of it, or the bearer thereof’. It was 
held that the bank was not the holder within that 
section, and the bank relied on section 2 qf the 
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Cheques Áct, 1957, which reads: 'A banker who gives 
value for, or has a lien on, = cheque payable to order 
which the holder delivers to aim for collection without 
endorsing it, has such (if an~) rights as he would have 
had if, upon delivery, the 3older had endorsed it in 
blank’. 

The Court agreed that the holder of the cheque had 
delivered it to the bank. It also agreed that he had 
delivered it ‘for collection' notwithstanding that it 
was not paid in to the payee's account. However, 
the bank had to show that + had given value for the 
cheque or had a lien on it. This :t failed to do, for 
it continued to charge interest on the amount of the 
cheque. 

The bank claimed, in the alternative, that there was 
an implied agreement that -he company was entitled 
to draw in uncleared cheques, and that such agree- 
ment amounted to the bank giving value for the 
cheque. This was rejected, in the absence of evidence 
that the bank had allowed the company to draw on 
the amount of the cheque. The Court did not deal 
with an alternative contention by Mr Zang that even 
if the bank had allowed the company to draw on the 
amount of the cheque, that would still not be giving 
value for it. 


SOLUS AGREEMENT CONDEMNED 


Б week the Court ef Appeal gave a decision 
which, unless it is reversed in the House of Lords, 
will seriously affect the competing oil companies in 
the petrol war which har been raging in Britain 
over the past few years. The Court has unani- 
mously denounced, as unseasonably in restraint of 
trade, a so-called ‘solus agreement’ between Petrofina 
(Great Britain) Ltd and Mr R. H. Martin. 

Mr Martin bought a garage at Calow from a 
vendor who was bound, umder a previous agreement 
with Petrofina, to get him ю sign an agreement with 
Petrofina, which he did on April 1st, 1963. The 
principal terms were (according to The Times of 
December 18th): (1) he was to buy all the petrol 
exclusively from Petrofine; (2) he was to sell it 
exclusively at the retail prices fixed by Petrofina; 
(3) he was to stock Petrofima’s lubricating oil, foster 
its sale, and use it exclusively in his lubricating bay 
(he could sell other oils but not advertise them); (4) 
he got a rebate of 1$d on every gallon of Petrofina 
petrol; (5) he was to Кесо the garage open at all 
reasonable hours for petrol and oil sales and maintain 
an adequate stock; (6) if he wanted to sell the garage 
he must give Petrofina firet refusal (if they did not 
wish to buy, he was not tc sell until the prospective 
buyer entered into another Fetrofina solus agreement); 
(7) his solus agreement rar for twelve years certain — 
if at the end of twelve узагз he had sold 600,000 
gallons of Petrofina petral he could determine at 
three months' notice, otherwise he must carry on 
until 600,000 gallons had bsen sold. 

Lord Denning said there were several respects in 
which the agreement was v nreasonable,. The tie was 


too long; it bound Mr Martin to carry on for twelvé 
years even at a loss; whereas Petrofina could determine 
if it had difficulty in supplying the petrol. If the 
agreement had been for two years it might have 
been reasonable. The restrictions about lubricating 
oils were far too great. Many motprists did not like 
mixing oils, and might well pass the garage if it only 
advertised Petrofina. The first refusal provisions were 
also unreasonable. Leave was given to appeal to the 
House of Lords. : 


PLOWDEN ON AIRCRAFT 


HE Committee of Inquiry into the Aircraft 

Industry under the Chairmanship of Lord 
Plowden issued its report last week. Its general 
conclusion is that there is no unassailable place for 
an aircraft industry in the British economy and that 
the present amount of Government support for the 
industry is already greater than the advantages 
justify. This support should therefore be reduced. 
It recommends that on balance it would be best for 
the Government to acquire a shareholding in both the 
British Aircraft Corporation and Hawker Siddeley 
Aviation Ltd. 

Other main recommendations are that there 
shov'd be no public ownership of aero-engine 
companies, that the United Kingdom should buy 
aircraft and guided weapons abroad when the cost 
involved in buying them at home or jointly with 
Europe is.too high, that there should be an 
international conference of aviation ministers to find a 
long-term policy for civil and military European co- 
operation and that the United States should be 
persuaded to drop its discriminatory measures against 
British and European defence equipment. Mr Aubrey 
Jones, now the Chairman of the Prices and Incomes 
Board, has written a memorandum of dissent from 
the Committee's findings. He considers that any 
Government holding would probably cause an 
increase in pressure to keep the capacity of the 
industry in being and to find projects to fll out 
rather than adjust the capacity to a more realistic level. 

The reception in Whitehall to the report was 
initially favourable, especially the proposal for 
reducing the capacity of the industry, but the remarks 
of the two air-frame @ompanies involved have been 
very guarded up to the present. 


FRIENDLY SOCIETIES’ FUNDS 


ART т (General) of the report for 1964 of the 

Chief Registrar of Friendly Societies published 
on Wednesday of last week (H.M.S.O., price 4s 6d 
net) covers all bodies submitting returns to the 
Registrar’s Department. It shows that although there 
was a decrease in the number of these bodies (from 
21,760 to 21,626), largely as a result of mergers by 
transfer of engagements, their total funds, which 
represent broadly the combined savings of all the 
members, increased by £693 million (9:2 per cent) 
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* "ib £8,258 million. Most of the increase was accounted 


for by building societies, whose funds rose by just 
-under [527 million. — 

The total membership at the end of -964 of 
151,017,000 was 589,000 lower than at the ənd of 
1963. These figures obviously do not represent an 
equivalent number of individuals, but relate to the 
number of ‘memberships’ held; for ехагтріе, a 
person may at the same time be а memba of a 
co-operative society, a trade union and a Luilding 
Society. : 

Part 2 of the Report for 1964 of the Chief Rzgistrar 
D price 4s net), deals with the worL of the 

hief Registrar’s department under the Friendly 
Societies Acts and with the operations of s-cieties 
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and branches registered under those Acts during 
1964. 

не expenditure and funds of friendly societies 
without branches again increased and amounted to 
nearly £20g million – over £7 million more than for 
1963. The funds of Orders and branches for 1963 
rose by almost £1 millicn to nearly £71} million. 

At the end of 1964, there were gog centralized 

societ'es including four specially authorized societies 
which pay friendly society benefits and thirty-five 
Orders with 8,713 separately registered branches. 
Membership of friendly societies without branches 
was 4.512,000. At the end of 1963, the latest year for 
which figures are available; the total membership of 
the Orders and their brznches was 1,200,000. 





This is My Life... 
by An Industrious Accountant 


CHAPTER 308 


\ у ТЕ usually have a company dance rounc about 

Christmas which nearly all the staff attend. It 
is thought by top management to be a great Eoost to 
morale. ‘Get the chaps together over a drink’, Prinny, 
the personnel director exhorts us, ‘and they'E make 
new friendships and get over any umbrage that’s 
occurred. Dash it all, you’ve got to see the other 
man as a human being with problems. Tout savoir 
est tout pardonner and all that’. His accent is execrable, 
but his policy is well-meant. 

Scotty, the sales manager, is a born ror-antic. 
“Get the lads and lassies together, give ‘єп the 
chance of finding a little romance and glanur in 
their working life', he enthuses, before the basic 
mercenary soullessness of the marketing man zsserts 
itself. "That's how we push our sales. Everr extra 
engaged couple means more business to our long- 
term instalment plan’, 

Personally, I agree. wholeheartedly with both of 
them, subject to the reservation that ‘you never znow’. 
It’s not that simple. Y 

Anyhow, we have a great night usually, wah the 
minimum of protocol, with plenty of rovelty 
dances and spot prizes, no reserved tables exccot for 
the chairman's party, another Paul Tones or Palais 
Glide if wallflowers are noticed, and caustic personal 
comments on your-age if you want to go home before 
3 аш. 

I was doing a stately old waltz with the office 
manager's wife, the Hairpin, when the band lcwered 
the tone with an encore of frenzied hootinz and 
shrieking, so we adjourned to the crowded bar, 
plumping hastily down at a corner table as azother 
couple rose to go. We found ourselves, to my ccagrin 
beside the deputy chairman and his wife. He's 


not really bad at heart, despite his pomposity, but 
she's a weatherbeaten. hard-eyed ‘dragon. Нег 
practice of ostentatiously ignoring company em- 
ployees in public, as a gesture of upper-crust 
superiority, is well known and detestable. 

'This being a non-business occasion, however, 
they were pointedly jovial He ordered drinks, 
bemosning his inability to jive; she talked about 
frocks and fashions, her rather disparaging references 
to some of the younger dances being sturdily rebutted 
by the Hairpin on behalf of her ex-colleagues. In 
fact, their cut-and-thrust antagonism was soon 
showing through the veneer of feminine gush во 
sharply ав to distract the D.C.’s attention. "That 
common little redheaded piece in the backless blue 
isn’t zn employee, surely? his wife said, super- 
ciliously. The Hairpin seized her chance eagerly. 
‘Actually, yes’, she replied, with a highpitched 
laugh of superiority. ‘She’s your son’s current girl 
friend; mean to say, you didn’t know?’ 

The D.C. intervened rather smugly to observe 
that the kid seemed all right to him anyhow... 
young chaps always went overboard for redheads; 
but his wife, already in touchy mood, reacted sharply 
‘Yes, and I know who he gets his common tastes 
from’, she snapped bitterly. ‘Don’t imagine I didn’t 
know all about that goo-goo-eyed little Wren trollop 
of yours in Malta’. She drained her brandy. (by no 
means her first) and let the pent-up hurt of years 
flare out. ‘You thought more of that cheap little 
chit than you ever did of me, you’ve never forgotten 
her .. .’ she hissed; her husband went white: ‘Poor 
Molly’s been dead these years past; isn’t that enough 
for you?’ I tried to push the Hairpin away but she 
sat there fascinated, mouth open, drinking it in. With 
contorted faces, in low vicious whispers, they ripped 
open each other's old wcunds, while all around the 
heedless crowd chattered and clinked glasses. 

. It orly lasted a few moments; then they departed, 
separately. Тће Hairpin and I pledged silence, but 
latest ramour has it that they're parting. So much for 
well-meant Christmas parties and the spirit of 
goodwill. • 


848 ACCOUNTANT 


fixed assets, cost in all cases being substituted. - 


Finance and 
Commerce 


Motorway Settlement 


HE accounts of A. Monk & Co Ltd, the civil 

engineers and builders, from which this week’s 
reprint is taken, are notable amongst other things 
for the inclusion of the final settlement of the сога- 
pany’s Bristol-Birminghan. Motorway Contract for 
— as showh in the profit and loss account — £602,582 
subject to directors’ bonuses of £18,000. 

Referring to the 'emba-rassingly over-prolonged 
negotiations with the Azent Authority for the 
Ministry of Transport’ ir the settlement, Mr G. 
Harris, the chairman and managing director, reminds 
shareholders that the impact of the settlement delays 
has been evidenced in the annual reports since 1961. 
The final settlement he describes as ‘reasonably 
equitable’ and ‘conducive to the maintenance of 
goodwill on both sides’, 

Because of the spread-back of results for profits 
tax purposes — the accoun-ing date it may be noted 
is February 28th, 1965 — -t is not possible to make 
any division of the tax caarge as between normal 
trading and the settlement, and the overall tax 
figure із stated at {£627,1& as against the previous 
year's £278,550. 


+ 


Prudent Policy 


Shareholders are told that in preparing the accounts 
the ‘prudent policy prevalent over many years in the 
valuation of work in progress has been followed, 
all known losses being written off, whilst only two- 
thirds of profits at balance sheet date have been 
brought in’. 

It may appear, the charman suggests, that even 
after the provision for equalization of initial tax 
allowances, the tax charge relevant to profits is low. 
He points out in this conmection that purchases of 
new plant and equipment during the year were very 
. heavy and investment alicwances were accordingly 
considerable. The comparatively light profits tax 
charge turns on the spreac-back of results. 

On corporation tax, the chairman admits that he 
‘can only venture a remote guess as to how it will 
affect your company, по: having any knowledge 
either of the rate of the impost or its true relationship 
With taxes as they have foc years past existed". 

In the balance sheet the company is now finally 
able ф0 omit any reference to outside valuation in 


Purchases during the year were more than {£500,000 
mainly on new plant and vehicles. The Bristol— 
Birmingham Motorway settlement is reflected in 
the considerable uplift in the trade debtors and 


prepayments item. 2 
Contracts 
Shareholders! attention is drawn to changes in 


reserves. The former dividend equalization account 
of £150,000 has been taken into general reserve 
‘since it would now appear that no useful purpose 
is served by a separation’. 

Included in the report is a list of contracts secured 
during the year. The list includes only jobs of over 
£30,000 in value, the largest being £5,374,753. The 
chairman adds that a further eighty-one contracts of 
less than £30,000 were obtained in the same perfed. 


A year ago Mr Harris dealt at some length with the 


many imponderables which made tendering for new 
work a difficult, and in some cases, hazardous task. 
Since then a number of points have been clarified 
but each one seems to be replaced with a problem 
‘even more difficult of estimation’. The construction 
industry, for example, is currently confronted with 
the Industrial Training Act, the Redundancy Pay- 
ments Act, the threat of land control and other 
Government measures. 

‘Tt is surprising and sometimes very disconcerting 
to rote’, Mr Harris comments, ‘how, despite these 
uncertainties, tendering is at such a highly competitive 
level and all the time putting quite a strain on profit- 
ability in the industry.’ 


Properly Kept 

HE attention of this column has been drawn 

to more instances of auditors giving their 
opinion, in their reports, that books have been 
‘properly kept’; Abbott, Deeley, Hill & Co, of Bir- 
mingham and London, in their report to the members 
of Clear Hooters Ltd, state that the company's 
balance sheet ‘is in agreement with the books of 
account which, in qué opinion, have been properly 
kept 

Ault & Co, of Birmingham, and Stevenson, Nock, 
Hobbs & Co, of Dudley, Worcestershire, joint 
auditors of Five Oaks Investments Ltd, tell the 
members that the balance sheet and notes thereon 
‘are in agreement with the books, which, in our 
opinion, have been properly kept’. 

These instances of properly kept books provide 
further evidence that the e proper keeping of books is 
the logical point on which auditors should report. 
As was stated in ‘Weekly Notes’ in The Accountant 
of December 4th: ‘One day perhaps, legislation will 
catch up with logic.’ In the interim, logic will have 
to do the legislative spade work and the spade work, 
it seems, is being well done in the Midlands. 
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CITY NOTES 


HRISTMAS week on the stock exchange is 

rarely a week, of intense business and this p-st 
week has run true to form with turnover: doin 
to minimum proportions. Take-over operaticns 
rumoured and actual, however, have added a Ше 
spice to otherwise dull proceedings. 

More often than not December is a busy take-o-=r 
period but there is something more than merdy 
repetition of past experience in the current round pf 
take-over and merger developments. There is no 
doubt that the intense pressure on industrial preft 
margins, and the need for the formation of bigzer 
industrial units, will mean an acceleration of -me 
take-over and merger pace. 

The Government is not opposed to mergers оп 
the right lines, although through the Monopo :es 
Commission it still keeps a sharp eye on devel3p- 
ments which -- in official jargon ~ may ‘not prove to 
be in the public interest’. 

'Iake-over operations, however, are purely the 
spice in the stock-market mixture and while t-ey 
attract interest to individual shares they do not, md 
cannot, change a true market trend. There is ill 
considerable debate on the likely new year equity 
trend but, for all the theory of the weight of macey 
and its impact on equity supply and demand, {Ёзге 
are few really forceful forecasts of a bull marke- in 
the early part of 1966. 


* * * * 


pe for rebuilding the London Stock Exchange 
have finally been approved by the varous 
authorities concerned, and the Stock Exchenge 
Council has entered into contracts for the work t- be 
carried out. The time-table of the operation show: the 
scheme to be virtually a six-year affair, with removal 
and resiting of the market beginning next July so that 


demolition can begin the following September. The 
final stage is due for completion in. August 1972. 
The new Stock Exchange will be dominated by a 
321 ft, twenty-six storey tower block. The new 
market area will cover about 23,350 sq. ft. 
* . > * 

HE City is naturally watching closely Govern- 

ment reactions to the Plowden Report on the 
aircraft industry. In some quarters a merger between ` 
the British Aircraft Corporation and Hawker Siddeley 
Aviation — the aircraft side of the Hawker Siddeley 
group — is considered inevitable although not neces- 
sarily immediate. 

Government capital participation in, such a 
merger, however, would be a complex operation, 
although Vickers and English Electric might not 
necessarily be against a sale of part of their interests 
in British Aircraft Corporation to the Government. 
The mechanics of hiving-off the aircraft end of 
Hawker Siddeley group, on the other hand, can 
hardly be considered clear cut. 


* Ф Ф + 


OLLOWING the Bank of England's assertion 

that no case can be made for any lifting of current 
credit and other restrictions, there is much debate 
concerning the possibility of still tighter restrictions 
in the new year. 'The economy has, so far, displayed 
what some consider a disquietening immunity from 
the effects of the restrictions drug. Increasing the 
dose is rarely a cure for addiction, however. In some 
quarters the answer to the economic restriction 
problem is seen in cheaper money - Bank rate down 
to 5 per cent — but with much tighter control of its 
use to ensure development channelled in the right 
direction. 


RATES AND PRICES 


Closing prices, Tuesday, December arst, 2965 
Tax Reserve Certificates: interest raze 28.11.64 34% 


Bank Rate 
Nov. 2, 1961 6% Jarl 3, 1963 47 
Mar. 8, 1962 si Feb. 27, 1964 5% 
Mar. 22, 1962 i Nov. 23, 1964 796 
April 26, 1962 44% June 3, 1965 695 
Treasury Bills 
Oct :5 £5 8s a87d% Моу, ә £5 9s zed% 
Oct. 2a 5 g o баа Nov. 26 5 75 тоза 
Ос. 29 45 osod Dec. 3 5 7 5 24% 
Nov. 5 5 95 2 674% Dec. то 9: pdh 
Nov. а £5 9s 4'094% Dec, 17 £5 10s 3'744% 
Money Rates 
Day to day 414-5896 Bank Bills 
15m 41-5175 2 months s=% 
ine Trade Bills 3 months 5 св 
3 months 7-74% months stet% 
4 months -74% months ES % 
6 months Ки 


Foreign Exchanges 

New York 2°80k = Frankfurt 11'20$ 
- Montreal зой Milan 1750 
Amsterdam толо Озо 20°01 Ys 

Brussels 139'10 ^ Paris 13°73 
Copenhagen 19:281 Zürich 12091 
Gilt-edged 

Conan is 4% ‚ rů% Funding 3% 59-69 оой 
% 38 avings 3% 85 
Cue 6% 1972 9 Savings 3% 65~7 75% 
Savings 23% 64-67 94% 


Conversion 5195 1974 dea В 
Сопуетвіоп 5% 1971 92 
Conversion 34% 1969 9 


Conversion 3195 P 3 reasury 34% 77-80 7417 
Funding 54% 82-84 884 Treasury 34% 79-81 720? ` 
Funding 4% бо-до 92 Treasury 24% 385 
Funding 3175 99704 588 Victory 4% 95 
Funding 3% 6 68. go% War Loan 34% .5 
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For Tidier Work 


ESTETNER'S Model 200 offset duplicator, 
designed for office use and introduced about two 
years ago, now has an »ptional extra — a space-saving 


work tray that is fitted beneath the paper feed without : 


taking up any extra floor space. 

The three-tier trays will hold metal or paper plates 
up to ro in. by 15 in. in size and the positioning of the 
tray on the machine mekes the contents easily access- 
ible, It is useful for sto-ing plates during running, or 
for plates after running prior to processing and filing. 


Price £9 тоз. 


Gestetner Duplicators (B.S.O.) Ltd, 210 Euston 
Road, London NWT. 


Work tray for Modd зоо Offset Duplicator 


New Electrostatic Copier 


НЕ SCM Banda 55 is the latest addition to Block 

& Anderson's range of electrostatic copiers. The 
machine is equipped with two magazines each holding 
250 sheets of copy paper these can be any size from 
5% in. by 8} in. to то in. by 15 in. At the touch of a 
button, either size can be preselected. The maximum 
print area is 9 in. by 14 it. 

After plugging i in, the machine is switched on, the 
original is laid on a raised glass copying surface and 
dry copies are produced at the rate of six or seven a 
minute. The copies arc automatically stacked in 
sequence at the side of th» cabinet ready for distribu- 
tion. 

There is ‘no warm-up me’, The machine is ready 
to operate as soon as it is switched on. Controls are cut 
to a minimum and are clearly marked for ease of 
operation. Because the cory paper is already contained 
in the two magazines thene is no need to handle this 
until the copies are reacy for distribution. Up to 
twenty copies can be preszlected, or the machine can 
be set for continuous operation by turning a clearly 

«marked dial. 

There is no limit to the thickness of books that can 
be copied on the model 55 Because the copy platform 
is raised above the top of the machine however, it is 
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impossible to damage their spines ае the required page 
is placed flat on the raised platform; the book can be 
fully opened with the part not to be copied lying free 
сп the top of the machine below the copy platform. 
Price not yet available. 
Block & Anderson Ltd, Cambridge Grove, Hammer- 
smith, London W6. 


Continuous Stationery File 
ODERN accountancy methods rely increasingly 
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New Offi. ~ 


on magnetic storage and retrieval systems. The ` 


new Acco plastic post binder makes instantly visible 
the entire area of the marginally punched continuous 
forms used on mechanized accountancy equipment and 
computers. Even when loaded to the full 6 in. capacity, 
pages lie flat when the binder is open. Burst and un- 
burst forms can be loaded from the front or back of 
the binder. 

Popular in North America, the binders are now 
being made in Britain. Full details of these binders, 
plus other similar equipment, is described in an 
ilustrated leaflet available from the makers. 


Acco Co Ltd, Crayford Industrial Estate, Crayford, 
Kent. 


Alarm at a Touch 


SAFE that automatically gives the alarm when it 

is tampered with has been developed by John 
Tann Ltd, of Billericay, Essex. Known as the Major 
Plus, it weighs only 3 cwts and, because of the alarm 
system, need not be cemented in position. 

Looking externally like a normal safe, the Major 
Plas has a detection device built into the body. This is 
coanected by cable to an external power supply, control 
units and alarm, all of which can be located in any 
convenient position. 

Setting the alarm is carried out simply by switching 
on the control unit with а key. When this has been 
done, any movement of the safe or tampering by an 
unauthorized person will operate the alarm. This can 
either be a bell or a silent alarm which will automatic- 
ally dial 999 and transmit а pre-recorded message. Апу 
atcempt to disconnect the safe from the system will 
also cause the alarm to sound. 


Price: £80. 


John Tann Lid, Reliance Works, Billericay, Essex. , 5 


New Range of Furniture 


HE Furniture and Steel Division of Roneo Ltd ` 
has, for the first time, introduced a range of desks - 
and complementary furniture that combines the ~ 
precision of steel with the rich warm beauty of natural. 
teak. This RO 5000 range forms the highlight of the 


E 


n 


four new ranges comprising the series. The other ` 


three being RO 2000, RO 4000 and RO 6000. 
'T'he series is designed throughout to accord with the 
recommendations of the British Standards Institution 


and each range offers a wide choice of top sizes, ` 


pedestal styles, drawer inserts and fittings. The com- 


2 


' 


~ 
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5quipment 


plementary furniturt gives just as extensive a sele-tion 
of interiors, with open, glass door or roll shutter styles 


m~- to suit individual requirements. 


wee + 


*. 


Although each range is an entity in itself, all four 
can, with advantage, be combined to furnish effice 
installations, large and small, from boardroora to 
typing pool. 

Roneo Ltd, Roneo House, 
Croydon, Surrey. ° 


Lansdowne Foad, 


New Electronic Calculators 


O models of a new range of noiseless automatic 
› A electronic calculators sufficiently compact to be 
placed on а desk, have been introduced by Blo:k & 


' Anderson Ltd. 


Known as Cogito 240 and 240 SR, the unite can 
handle two twelve-digit numbers, calculating tc the 
twenty-four most significant digits for the answer. АП 
calculations are done in split seconds and are disp. ayed 
on an illuminated screen. Three visible wo-king 
registers enable the operator to obtain simultareous 
proof of all entries and answers. The calculators have 
three memory registers; three separate entries cen be 
stored and any one recalled for use in a computetion. 

Another advantage is the ability to transfer factors 
and answers between all memories and registers. This 
feature eliminates the re-entry of figures and provides 
speed, simplicity and flexibility for the most con-plex 
problem. 

'The 240 SR model offers the additional facility of a 
square-root feature. The machine can ассштија:= the 


` sum of squares and the sum of multipliers tc the 


twelfth most significant digit. 

Both machines weigh 35 lb. and measure r4 ir. by 
19 in. by ro in. 

Prices not yet available. 


Block & Anderson Ltd, Cambridge Grove, Hammer- 
smith, London W6. 





Cogito 240 Calculator 
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For Executive Calling 


ESIGNED in response to a request for some- 

thinz different in the way of intercom masters for 
the boardroom or executive suite, is the Centrum 
Executive intercom master. 

Finished in a teak cabinet and giving direct com- 
munication for up to twenty key staff members, it is 
available either as a direct-speech equipment, or with 
a hand-set which cuts out the loudspeaker when lifted 
from its rest. 

Even when used on a system involving thousands of 
extensiors only the slenderest of connecting cables 
containing four conductors are required. 


Price: Varies according to installation. 
Centrum Electronics Ltd, 'l'erminal House, Gros- 
venor Gerdens, London SW1. 








Centrum Executive Intercom Master 


Message Unit 

new Paxdictator Message Unit solves the 
probem cf hold-ups and blockeges in office 
communications because of unattended or engaged 
telephones. Messages can continue to flow, so that 
when an executive or other person returns to the office 
they can receive a pre-sent communication merely by 

pressing a button and playing the message back. 

'The unit is connected to a telephone extension. If 
the called party does not answer, the caller is auto- 
matically routed, within seconds, to the Message Unit. 
А tone signal from the unit tells the caller to record 
his instructions or message (internal, incoming telex 
and cables) At the close of the communication, the 
unit operates а warning signal, which informs the 
absent perty immediately on his return that there is a 
message awaiting him. 

Ап importan: feature of the unit is the recording of 
two-way telephone conversations. When the called 
party eventually answers he may wish to record part 
or the whole of the conversation for afterthought or 
for possible relaying to a third party, in which case ће, 
presses a button and the unit does the rest. 


Price: On application. 
Paxdic-ator Ltd, Lye, Stourbridge, Worcs. 
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In Parliament 


Nursery Service Taxation of Benefit 


Mr BoARDMAN asked the Chancellor of the Exchequer 
if he is aware that a woman employed by an industrial 
firm providing nursery service for the children of 
employees is not taxable оп the company’s outlay for 
her child, whereas in the сазе of a small firm unable to 
provide such a service bat meeting the charge at an 
outside nursery, the cost s regarded as taxable income 
to the parent; and if he will remove this anomaly. 

Mr Diamon: The rerredy would ђе to tax the value 
of the benefit in the first zase, but practical considera- 
tions are against doing sc. 


Hansard. Dec. 14th, 1265. Written answers, col. 225. 


New Local Tax 


Mrs 'Гнатснев asked tke Minister of Housing and 
Local Government what consultations he is having with 
local authoritiés about the new local tax he is proposing. 

Mr Crossman: Although I am convinced that rates 
must be replaced by a fai-er local tax, the shape of this 
must depend on the future structure of local govern- 
ment. I shall have no specific proposals for such a tax 
for some time to come. 


Hansard. Dec. 14th, 1665. Written answers, col. 229. 


Mortgage Payments: Income Tax Relief 


Mr HaMriNG asked the Chancellor of the Exchequer 
the estimated total of income tax allowances in respect 
of mortgage payments in zhe last financial year; and the 
estimated total for the current financial year. 

Mr DiAMOND: The escimated cost of tax relief on 
mortgage interest payments on domestic property in 
1964-65 was £115 million and for 1965-66 is £130 
million. 

Mr Pater WALKER: Will the tight hon. gentleman 
say how much of the increase is due to the increase 
in mortgage interest rates this year and this week’s 
announcement that in the first nine months of the 
year the cost of houses went up by a greater amount 

' than at any other time s-nce statistics were first kept? 

Mr DIAMOND: I cannct give the split of the figures, 
but the answer is that th» increase is due partly to the 
estimated rise in total mortgage interest and partly 
to the rise in the standrrd rate last year from 7s 94 
to 85 за. 


Hansard, Dec. 14th, :965. Oral answers, col. 1062. . 
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Investment Allowances 
Mr Bruce-Garpyng asked the Chancellor of the Ex- 


chequer whether he will now announce the outcome .: 


of the Government's review of investment allowances. 
Mr CALLAGHAN: I am not yet in a position to do so. 


Mr BnucE-GanpYNE: Would pot the Chancellor . 
agree that this review, like many other Government . ` 


reviews, seems to be taking an inordinately long time? 
Can he give the House an assurance that when he 


p 


decides upon new forms of investment allowances, he . 


will not compensate the Treasury for this by raising 
the rate of corporation tax in next year's Budget? 
Mr CALLAGHAN: I certainly would not give that 
assurance. It must follow from the estimates which I 
have already given concerning the rate of corporation 
tax that that rate is based upon allowances as they exist 
at present. That has been made clear on numerous 
occasions. In reply to the first part of the question, 
we have been hoping for discussions with the C.B.L., 


which have now started, and I do not think that there | 


has been any delay in this matter. ' 
Hansard, Dec. 14th, 1965. Oral answers, col. 1063. 


Water Undertakings: Tax 


Mr MrrCHELL asked the Chancellor of the Exchequer 
the estimated additional revenue likely to come from 


water undertakings in the United Kingdom as a result ` 


of the Finance Acts, 1965. 
Mr DrAMOND: Assuming 
maintain the level of their dividends, the best estimate 
I can make of the extra tax they will have to pay in 
1966-67 is around £1 million. 
. Mr MITCBELL: Is the Chancellor aware that by Мз. 
actions in the Budget he has substantially increased the 
cost to these undertakings, and that one in my con- 
stituency finds itself having to spend in excess of 17 
per cent of its rate revenue on this taxation alone? · 
Mr Diamond: My right hon. friend the Chancellor 
is aware of no such thing. What he is aware of is that he 
has acted as the Public Accounts Committee of this 
House asked him to act to remove an anomaly in cases 
such as this. 


Hansard, Dec. 14th, 1965. Oral answers, col. 1065. 


Capital Gains Tax 


Mr 5тваттом Mitts asked the Chancellor of the 
Exchequer whether he is aware that where an individual 
bought War Loan at {100 and died, and the holding was 


subsequently sold by his widow at a price higher than ' 


that at date of death*or April 6th, 1965, she will have 
to pay capital gains tax; and if he will introduce 


that the water companies ` 


legislation to extend to widows the same basic valuation  : 


methods as would have been available to her spouse. 


Mr D1AMOND: Му right hon. friend is aware of the _ 


position but could not support the hon. gentleman’s | 
proposal. 


Mr SrRATTON Мпла: Is not this yet шеше ES 


JOHN FOORD & COMPANY 






Telephone Victoria 2002 (3 lines) | 





25th, 1965 





d ^ -giomaly which has been produced by the very unfair 
‘practice of extending the capital gains tax to all? iVill 
the right hon. gentleman specifically confirm that a 
husband and wife are grouped together for the 
purposes of income tax but treated singly for the 
purposes of capital gains tax, and will he look at -his 
again to see if a compromise can be reached? 
. Mr Diamonp: I will look at it again, but not егу 
' hopefully. 

Mr Bovp-CanPENTER asked the Chancellor of the 
Exchequer whether it is his intention that the levy 
foreshadowed in Cmnd. 2771 shall exclude the _m- 
position of short-term capital gains tax on the reakzed 
development value on which it falls. 

Mr Dumond: Nb, Sir, but the amount of Evy 
paid will be allowed as an expense for the pur-ose 
of the short-term gains tax. 

Mr Box asked the Chancellor of the Exchequer 
whether investments held by the High Court in wust 
for widows and infants and subsequently transfe-red 

' to fffcommon investment fund to be controlled by the 
public trustee are to be liable to capital gains tax, «ven 
though the original purchase price is higher thar the 
price at which the investment is transferred from the 
High Court to the Public Trustee. 

. Mr DiAMOND: Yes, аз the law stands. But as the on. 
gentleman knows, my hon. and learned friend the 
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Financial Secretary bas already promised to consider 
the matter. 
Hansard, Dec. 14th, 196-. Oral answers, col. 1067. 


Horticultural Industry: Glasshouses 


Mr Joun WELLS asked the Chancellor of the Exchequer 
if he is aware of the harcship to the horticultural 
industry that will be causec by the proposed 4o per 
cent tax cn land scheduled Hr development; and if he 
will examine the possibilites of new tax reliefs for 
those building or rebuilding glasshouses with a view 
to offsetting this imposition. 

Mr Diamonp: Му right hon. friend cannot propose 
any special tax reliefs for the horticultural industry. 
However, grants are availalze under the Horticulture 
Improvements Scheme towards replacing or recon- 
structing glasshouses. 

Hansard, Dec. 14th, 1965 Oral answers, col. 1071. 


. Companies: Christmas Gifts 


Mr RipLEY asked the Chaacellor of the Exchequer 
whether, under his regulations, Christmas presents 
given by a company to its customers may be treated by 
the company as expenses becore tax. 

Mr Diamonn: Not unless they fall within the excep- 
tion in section 15, Finance Act, 1965, for gifts to over- 
seas customers or for small edvertising gifts. 

Hansard, Dec. 14th, 1965 Oral answers, col. 1072. 


Notes and Notices 


THE ACCOUNTANT 
Index to Vol. CLIN: July - December 196= 


The general index to this volume ~ July to Deceriber 
1965, Vol. CLIII — will be published with the Esue 
dated January 8th, 1966. 

The parts of the volume should therefore пос be 
sent for binding until the index has been added. 


PROFESSIONAL NOTICES 


Messrs Пар KroLL & Co, Chartered and In- 
corporated Accountants, of 166 Piccadilly, Lordon 
Мт, -announce that Mr ROGER NIGEL CURWIN, А.А., 
who has been with them for a number of years, wi be 
admitted as a partner with effect from January rst, 
1966. 

Messrs LaTrHAM & Co, Certified Accountants, 
announce that Lord LATHAM, K.St.J., F.A.C.C.A., the 
founder of the firm, and Mr A. W. HUNTER, L..B., 
F.A.C.C.A., who has been with the firm for over f-rty 
years, will both retire as partners on December - 1st, 

x 
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CALCULE-ING SERVICE LTD 


APOSTLE, LONDCH 
Telephone ITY 6111-9 & CITY 4542 


1965. Lord LATHAM will coatinue to be associated as 
a consultant. The practice vill continue as LATHAM & 
Co, under the remaining partners, Mr W. WALKER, 
Е.А.С.С.А., Mr С. А. WALE, Е.А.С.С.А., and Mr N. Е. 
SHEARMAN, F.A.C.C.A, 


Messrs MicuazL Locke X, Co, of 35 Fore Street, 
Totnes, and 56 Fore Street, Salcombe, announce that 
Mr Jonn Key, A.C.A., will be admitted into partner- 
ship as from January rst, 166. The style of the firm 
will remain unchanged. 


Messrs Sacker & Harrson, Chartered Account- 
of 200 Holdenhuret Road, Bournemouth, 
announce that Mr NORMAN SACKER, F.C.A., will retire 
as a full-time partner on December 31st, 1965. Mr 
SacKEr will continue to be associated with the firm as a 
consultant. ` 


Appoinament 


Mr James Gillow, ¥.A.c.CA., F.C.W.A., F.C.L8., has 


been appointed an additiona director of Kamella Ltd, 
as from January 1st; he vill continue as company 


secretary. 


AJAX : 


CALCULATING SERVICE BUREAU 


OPERATOR AN MACHINE HIRE ANYWHERE IN 
THE UNITED KINGDOM 


(SUMLOCK, | BURROUGHS & „ СОМРТОМЕТЕЋ 
DRIVEN. MACHINES) 
EVERY MIND OF CALCULATION UNDER- 
АКЕШ ON OUR PRE 
І UNDER STRICT -ND CONFIDENTIAL SUPERVISION 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
Royal Charters and Bye-Laws 
The amendments to the bye-laws of The Institute of. 
Chartered Accountants ir England and Wales relating 
to annual subscriptions and admission fee which were 
passed at aspecial meetingof the Institute on September. 


23rd were allowed on November 18th by the Lords of | 


Her Majesty’s Most Honourable Privy Council. 

Supplements to the Member? Handbook incor- 
porating the changes to ihe bye-laws will be sent to 
all members of the Insticute in 1966. 


Presiden?s Luncheon 
'The President and Vice-President of 'The Institute 


of Chartered Accountaats in England and Wales 


gave a luncheon party on December 16th at tbe 
Dorchester Hotel, London Wr. The guests were: The 


Rt Hon. Edward Heath, Mr L. K. O’Brien, Sir. 
Archibalt Forbes, Mr R. У. Sturge, Mr С. Rc 


Appleyard, Mr W. Bertram Nelson, Mr J. C. 
--Montgomery Williams and Mr С. Evan-Jones. 


THE INSTITUT2 OF CHARTERED 
ACCOUNTANTS IN IRELAND 


Presideat's Dinner 
The President of The Institute of Chartered Account- 
ants їп Ireland, Dr Hcward W. Robinson, gave a 
dinner party on December 13th at Jammets Restaurant, 
Dublin. 'T'he guests were: Mr Brendan Corish, T.D., 


Leader of the Labour Party; Mr A. E. Dawson, 


КАЈ Мг P. A. Duggan, F.c.a., Director, The 
National Bank Ltd; Mr P. H. Greer, Chairman, 
Irish Shipping Ltd; Mr G. P. S. Hogan, Chairman, 
Irish Life Assurance Co Ltd; Mr Partick: Lynch, 
Chairman, Aer Lingus "Teoranta; Mr C. K. Mil, 
Managing Director, Arthur Guinness, Son & Co 
(Dublin) Ltd. . 


‘SOUTH-WEST ESSEX GROUP OF 
CHARTERED ACCOUNTANTS 


'The third meeting of the South-west Essex Group of 
Chartered Accountants was held. on December rst, 
when the subject was “Taxation of capital gains’. 
There was an attendance of 176 members and guests 
including some of the local district inspectors of 
taxes and other revenue officers. The speaker, Mr R. S. 
Pereira, F.C.A., gave an illuminating talk on the 
principal problems: arising out of the provisions 
contained in the 1965 F-nance Act and of the impact 
of the tax with some of the means of reducing its 
incidence. f 
The next meeting of the Group is to be heid on 
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Monday, January 3rd at ‘St Aubyns’, 34-36 Eastéth* 
Road, Romford when the subject will be ‘Modern 
farm business analysis and management’. The meeting 
will be attended by two district officers of the National 


December 25th, £3 


Agricultural Advisory Service, Mr S. Brown, B.SC., 2 


and Mr J. T. Batchelor, B.sc, The purpose of the: 


meeting is to receive an explanation of the modern '- 


system of farm costing and planning using the simple 
‘do-it-yourself’ ‘gross margin’ method for calculating 
farm profits for replanning; to provide further details 
of the Government’s proposals to pay grants to. 
encourage the keeping of farm business records, 
and to deal with members’ questions on farm manage- 
ment and accounting кашыр: Refreshments ‘will 
be provided. 

The Group is now well into its first year which is 
proving highly successful. Meetings are held on the 


first working day of each month and any chartered : 
accountant residing or working in the area who would . 


like to have his or ber name placed on the mailing 
list should communicate with the honorary secrgjary . 
oi the Group, Mr D. E. Heady, a.c.a., 1874 South 


Street, Romford, Essex. Telephone Romford (44728). £ 


NORTH WEST SOCIETY OF 
CHARTERED ACCOUNTANTS 


The North West Society of Chartered Accountants 
held a two-day course at Alston Hall, Longridge, 
near Preston, on December 13th and r4th. Mr K. S. 
Carmichael, F.c.a., talked on corporation tax and 
capital gains tax on the Monday, and on Tuesday 
group discussions tock place on practice 
tion. There were sixty members of the Society present 
and it was generally felt that both the lectures and 


tra- * 


group discussions, some of which went on almost . 


overnight, were extremely useful and beneficial to all , 


concerned. 
ГА 
CROSSWORD SOLUTION | 
'The solution to the Christmas Crossword compiled 
by Mr Kenneth Trickett, F.c.4., which сан іп е. 
week's issue, is as follows: 
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Date of issue in brackets 


, Banking 

' Banking Information Service (11th) 
BOLSA (11th) 

Lombard Banking Ltd (11th) 

Ralli Bros (Bankers) Ltd (11th) 


Bullding Socleties 
Abbey Чайопа) (1113) 
Cheltenham & Gloucester sen 
«Leicester Permanent (4th, 
Property Owners (4th, 18th) 
Террегапсе Permanent (25th) 
пате вше 
Westbourne Park (4th) 


~ 


sy: 


Calculating Services 
Ajax Calculating Service Ltd (weekly) 
Madic Data Processing Service (11th) 


| Calculators 


Burroughs Machines Ltd @ 8th) 
Friden (11th) 


Charities 

BLESMA (Оэ) 

М№.5.РАС.С. (4th) 

Oxfam (11th) 

The Royal National Institute for the Blind (4th, 18th) 


~ 


Сотрапу НЕКА р 


Lewis, Coates & Lucas Ltd (weekly) 
x ; А 


кСотралу Report ы t 
wAssoclated British Foods (18th) s ES 
p= W, Ward Ltd (4th) с. QNS 


Р А 
с rrespondence Colle 
H. Foulks Lynch & Co Ltd (4th) 
etropolitan College е (deh) . 
he Rapid Results College (4th, 18%) VE AS 
e penos] of Accountancy (weekly) к 


пыз сё S and Investment 
leinwort Benson Ltd (11th) 
INeville:Industrial Securities Ltd (11th) 
feguard Industrial Investments Ltd (11th) 


| 


nsurance 


саг & General Insurance Corporation "m" 
glends Provident & Century Life Office (4th) 
‘otor Union Insurance Co Ltd (4th, 25th) 
uir Beddall & Co Ltd (25th) 
руз! Exchange Assurance (18th) 
foyal Insurance Co Ltd (11th) 
if cottish Widows’ Fund and Life Assurance Society (11th) 


2 


“Jordan & Sons Ltd (11th, 25th) | | E 
` Record 


' Ernest J. George & Co 
"Fuller, Horse 


Office Accommodation 
Pilcher, Hershman & Partners (1161) 


Office Equipment 


. Betterways Ltd (4th 


) 
Clayton Tax Slides Ltd (18th) 


‘Pensions 
The Chase Manhattan Executor anc Trustee Corporation Ltd 
4th 


(4th) — - 
, The National Association of Pension Funds (25th) 


Printers | o 
Chas Davy & Co Ltd (11th) 

Kenrick & Jefferson Ltd (11th) 

Waterlow & Sons Ltd (13th) , 


Professional Appointments 
Anglo Amerlcan Corporation (4th) 
Finance Executive Selection Ltd (weekly) 


EY 


, Professional Assóc'^tions 


Corporation of Зесге aries (4th) 

The Institute of Сћагхегед Accountants іп England and Wales 
(weekly) 

The Institute of Internal Auditors (4th) 

The Institute of Taxation (11th) 


‘Professional Services B 
Hart & Co (Bush House) btd (4th, ^ 1th) 


Publishers | 

Ты toon of Сегшед ad ‘Corporate Accountants 
(11th) 

Butterworth & Co (Publishers) Ltd 

Gee & Co (Publlshers) Limit 

HFL (Publishers) Ltd (11th) 


ме “ур 
(мет E 


Pitman (8th) | Я I» ^. 
ooks Ltd (4th) МЕ 
Taxation. Publ: zine co Ltd (18th) 
Tallors А | T | 
Herbert Chappell (11th) — ey UE е ы 


Transport 
Ford & Slater Ltd (4th, 18th) 


Tuition 


. Accountancy Tuition Centre (25th) 


Valuers 

"Henry Butcher & Co (4th, 18th) E 
Patrlck J. Daly & Co A Au 
John Foord & Co (weekly ` 
d. 18th) 
Sons & Cassell (weekly) 
Hammersley Kennedy & Co (ге ~) 
Leopold Farmer & Sons (18th) 

Orridge & Co Ltd (11th, 25th) 


" Wheatley Kirk, Price & Co (11th 25th) ^ 


Hillier Parker May & e Кочан О5 


XIV | | ACCOUNTANT Е ЯЕ и 


"m 





~ ~ 


One day we'll realy extend our computer. Eor analyse society investments; research mortgage 
the moment thougk, we're simply harnessing its trends; ensure that our resources are being 


fantastic ability. BLt even working at one-quarter profitably employed. In other words, we’ve got 
a whole lot of brain to think ahead with. vd 


‘as the most progressive building society, w 
really need that brain. Feed it палес аен 
your investment. It's а glutton for ‘Work: 


... Üur computer has brains it hasn't even used yet | | 


capacity, we find tLat it handles our business 
with nonchalant ease. That leaves ап immenge 
amount of brain аё we haven't tapped yet. 
Bo we'll use it as we continue to develop. Let it 


LEICESTER PERMANENT 
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